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economic package:
deficit reduction//revenue raising

—fees

—solid waste; toxic release inventory; 
pesticide and fertilizer charges

—energy tax of some sort (note that if is 
done on a BTU basis — rather than carbon content basis, loose some of 
the regional impacts).

^^emove subsidies.

logs

year)

—user fees at national parks, etc.

—100 million subsidy for export of raw 

—below cost timber sales (400 million per

—market value for minerals produced on 
public lands (currently no royalties; 2.50 - 5.00 per acre)

—water subsidies from bureau of 
reclamation activities (currently approx 1 billion per year)

o INFRASTRUCTURE INITIATIVE
—highway/transportation — repair rather 

than new construction; highspeed rail
^ —water projects — combined sewageoverflow hif(

o INVESTMENT INITIATIVE JrT£ < fn’^'ZVu.^

—investment and r&d tax credits tilted
toward green technologies

intensive)

—include energy efficiency investments 

accelerated weather!zation (job



stepped up federal energy management
program

stepped up green lights, equipment, 
buildings programs with industry

o SERVICE

trail maintenance

—Green corps
repair estuaries and riparian areas;
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-8552 /To; File
From: Seth Mones, Senate Environment Committee (202)-224-8552 
Re: Possible Consideration of Superfund Funding Increase—Jobs

Creation and Environmental Protection Goals

Heard through the enviromentalist grapevine that some 
consideration may be given to funding increases for Superfund, 
particularly those aspects of program that might have clear 
environmental and jobs creation impact. Assuming the rumor is 
true, and without taking position on whether there should be 
such an increase or how big it should be, analysis of an increase 
might consider the following.

Primary Approach; Restore Cleanup Budget Cuts. As budget 
data below suggests, jobs/environment goals might be achieved by 
primary emphasis on restoring funds cut from actual cleanup 
budget (e.g $176.8 million reduction for remdial and removal 
budgets). Any consideration of Superfund funding increases 
obviously needs to take into account problems in program and need 
for reform.

Consideration to Reform Agenda; Given problems that were 
noted in some of Clinton-Gore campaign statements on Superfund, 
might make sense to consider directing some funds to such areas 
as improving management of contracting program as well as other 
initiatives aimed at reducing legal expenditures (see generally 
Lautenberg Superfund Reform transition memo previously 
forwarded).

Relevant Superfund Budget Data;

*
*
*

President's FY 93 Superfund budget request: $1.75 Billion
Congressional FY 93 Superfund appropriation; $1.57 billion 
According to EPA, Congressional cuts have resulted in 
$176.8 million Superfund cleanup cut;

—$161.8 million cut for remedial action starts (brings 
remedial budget down to $423 million)

—$15 million cut from removal budget (brings removal 
budget down to $89.5 million)

* (Note: Some, but certainly not most of these cuts may be
mitigated by projected $30 million Superfund carryover from 
FY 93).

Other Issues. The $176.8 million cleanup cut is based on 
EPA's assessment of what needs to be done to achieve 
Congressional cuts below Bush's budget. This may be true, but 
haven't analyzed EPA's assumptions. Also as Clinton-Gore 
campaign themes suggest, jobs creation may also come from 
increases in funding for such items as R&D. But clearest big- 
ticket items, with most obvious jobs creation and environmental 
impact are those associated with starting actual long-term and 
emergency cleanups.
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Short-term Action Plan:
Energy Initiatives for an Economically and Environmentally Strong America 

National Association of State Energy Officials

More jobs were lost in America’s energy sector during the last decade than in 
the auto and steel industries combined. The National Association of State 
Energy Officials (NASEO) attributes this to the absence of a national energy 
policy emphasizing efficiency and domestic resources.^ Other consequences 
are the threat to national security caused by dependence on unstable and 
sometimes hostile foreign suppliers; a balance of payments deficit some $150 
billion greater every year than it otherwise would be; the inability of American 
firms to price their products competitively in the global marketplace because 
of the unnecessarily hefty energy component of operating costs; environmental 
degradation stemming from combustion of fossil fuels; and the growing 
elusiveness of the American dream of affordable housing, partly by virtue of 
the costs of heating, cooling and lighting.

In many cases, State governments have filled the energy policy gaps. States 
regulate electric and natural gas utilities, promulgate building codes, and form 
partnerships with their corporate citizens in the energy sector. State Energy 
Offices exist as independent agencies or are institutionalized in departments 
of economic development, natural resource agencies, public service 
commissions and governors’ offices. There may be variety in the focus of their 
missions, but they comprise a national network of energy expertise and a link 
to additional resources and knowledge.

State Energy Offices also have been the "foot soldiers" of Federal energy grant 
programs, delivering information and services deemed by Congress and State 
policy makers to have strategic value. As such, State Energy Offices have 
been instrumental in the development, evolution and implementation of 

deral energy programs over the years. Appropriations for these Federal 
, ^grams have totalled $4 billion over the 15 yemi'smce' their inceptiorTiiTthe 
late 1970s. The U.S. Department_of_Energy-(DOE) estimates^^-this 
inN^fmMt'^rpublic funds has^ddSd savings to the American taxpayer of 

almost $18 billion flnnwa//)r--~tlT^”quiv^enrof 800 milli^bmTels oiloiLeach 
y^, or 48U^’^pply for” the entire natibm
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Recent passage of H.R. 776 (by Sharp) marks the first important sign 
of significant change in national energy policy. The lack of 
Congressional appropriations to cany out the bill’s important 
provisions, however, necessarily raises questions about its ultimate 
effectiveness.
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Moreover, the reach of these programs has been extended by leveraging 
additional funds for the same purposes. For example, in the Regional Biomass 
Energy Program, DOE’s investment of $1.3 million for demonstration projects 
in 1991 leveraged an additional $5.4 million. In Iowa, the Energy Office has 
engaged private sector financing to underwrite the cost of energy efficient 
capital improvements identified by engineering studies paid for with Federal 
grants.

Representing 52 Energy Offices in the states and territories, NASEO offers 
this action guide as a first step in forging an energy strategy which will provide 
the foundation for national economic policy. Energy fuels all sectors of the 
economy and is intrinsic to any economic development plan. NASEO does not 
intend this plan to be comprehensive', rather, it is a list of actions that the 
President should take within the first 100 days of his Administration to secure 
the nation’s energy supplies, strengthen the economy and ensure environmental 
integrity.

Invest in energy efficiency, renewables and clean-burning domestic energy resources. 
This will maintain and create jobs, free up capital currently squandered on 
unnecessarily high operating expenses, improve the nation’s competitive 
position in the global marketplace, enhance national security through energy 
independence and prevent further environmental degradation. The 
Administration should take the following actions immediately, most of which 
require no additional expenditure of public funds:

Declare efficiency, specifically energy and economic efficiency, the hallmark of 
the Administration. This would save taxpayer dollars and free both public- 
and private-sector resources for investment in the nation’s economy and 

infrastructure.

1. Instruct Federal agencies to reduce energy consumption in their 
I operations by 15 percent in four years, starting 24 hours after 

Inauguration Day. Savings from such a reduction would total $570 
. million annually in Federal buildings alone, and more if fleet and 

industrial process energy savings are included. This goal is achievable 
nr agencies are permitted to enter into performance contracts, through 

/^^hich the capital required for energy efficient measures is supplied 

by contractors who subsequently are repaid from the stream of energy 

savings.
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2.

5.

1

Direct DOE, through its Federal Energy Management Program, to 
take the lead in helping all Federal agencies meet the aforementioned 
goal. Instruct DOE to provide adequate funding and staffing to assist 
agencies with needed guidance and technical assistance.

Require the General Services Administration (GSA) and other 
agencies as appropriate to factor energy efficiency into life cycle cost- 
benefit analysis and procure the least-cost products.

Direct the GSA, DOE and other agencies with relevant expertise to 
work with staff of the appropriate Congressional committees to create 

(^ system to use ^utility budget|> to pay for energy efficient 
improvements with short paybacks, structuring the process so that the 
investments repay the utility budget through the resulting energy 
savings.

Direct Federal agencies to use their programs and operations as a 
"living laboratory" of energy efficiency. For example, HUD could 
require housing authorities to purchase high efficiency refrigerators. 

\Not only would this save operational costs, it also would move the 
market and create an incentive for companies to manufacture high 
efficiency refrigerators.

'^Require that DOE set aggressive efficiency standards for equipment 
and appliances, and adopt a model energy efficient building code. 
Provide technical assistance to states to put the codes and standards 

in place.

Reorder the national laboratories’ publicly-funded research priorities 
to favor energy efficiency projects with probable short- or mid-term 
results (e.g.y advanced heat recovery, industrial waste minimization).

Require new Federal building projects in process to undergo review 
for energy efficiency to assure life cycle cost analysis for a new 
generation of energy efficient public buildings. The review should be 
conducted by DOE’s Office of Building Technologies.

Maintain and create jobs, and improve the nation’s standing in the global 
economy, by (1) developing and deploying domestic energy technologies and 
resources, (2) developing overseas markets for them, and (3) promoting 
renewable energy technologies in particular, for which there are significant 
potential markets overseas.

6.
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If
1. Direct the national laboratories to transfer the results of energy 

research, in useful form and in timely fashion, to State and local 
governments and thence, to the private sector. American firms 
without in-house energy staffs should be targeted. These can be 
expected to be small- and medium-sized firms with the greatest 
growth and employment potential. The critical "test bed" initially 
should be the buildings sector.

2. Direct the appropriate Federal agencies to contribute funding to 
targeted advanced technology research consortia, similar to DOE’s 
battery consortium. Give priority to projects with job-creating potential 
and ready markets.

3. Use the expertise and resources of Commerce, DOE, U.S. AID, EPA 
and other Federal agencies to stimulate overseas markets for 
American energy technologies and resources. Support existing 
partnerships, such as the government-industry coalition USA/FREED 
(U.S. Association For Renewable Energy and Energy Efficient 
Development), whose mission is the export of American alternative 
energy and energy efficient technologies and expertise.

4. See to it that Federal executive branch fleets (or a specified portion 
thereof) really are powered by domestic fuels.

5. Coordinate with states, local governments and private sector fleet 
owners in aggregating the market for domestic fuels, thus stimulating 
the manufacture of alternative-fueled vehicles and development of the 
refueling infrastructure.

6. Direct HUD, FmHA and any other Federal housing agencies to 
require cost-effective weatherization and integrated energy efficiency 
design in public housing. (Three times as many jobs are created 
through weatherization as in, for example, power plant construction.)

Leverage additional energy resources and expertise by cultivating and
nurturing effective partnerships among State Energy Offices, Federal agencies,
research organizations, and other public- and private-sector partners.

1. Contact state governors, offering support and partnership in energy 
matters, particularly through their State Energy Offices.
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2. Assist in securing funds for joint ventures. Direct DOE to reprogram 
$500 million from its weapons program to renewable energy and 
energy efficiency Joint ventures.

3. Coordinate with and use the resources of DOE’s Advisory Committee 
on Renewable Energy and Energy Efficient Joint Ventures, as well 
as USA/FREED.

4. Create targeted research consortia, modeled after DOE’s battery 
consortium and the fuel cell consortium, to bring critical technologies 
to the marketplace as soon as possible.

5. Direct the Economic Regulatory Administration to settle remaining 
oil overcharge cases, totalling as much as $3 billion, and pass along 
the appropriate share to the states.

Protect the environment through energy efficiency, renewables and clean-
burning fuels. No additional costs are associated with environmental protection
through energy efficiency; measures typically pay for themselves through the
resulting energy savings.

1. Support increased R&D in renewable resources, clean-burning 
alternative fuels and energy efficiency (e.g., thermal storage, full-cycle 
environmental impact analyses of emerging technologies, energy- 
related applications for municipal solid waste).

2. Direct DOE, EPA, DOT and other Federal agencies as appropriate 
to coordinate among themselves and with the State energy, 
environmental and transportation offices in carrying out the energy 
efficiency provisions of the Intermodal Surface Transportation 
Efficiency Act and the Qean Air Act amendments. Direct the 
appropriate agencies to target funds to the development of mass 
transit options, car and vanpools, the market structure needed for 
alternative fuels, and other suitable measures. This would be a 
monumental and unprecedented coordination effort, but well wonh 
the bureaucratic difficulties.

3. Direct DOE, EPA and other agencies as appropriate to tap resources 
as needed to develop methodologies for monetizing environmental 
externalities, and to provide technical assistance to all levels of 
government in using this information to make environmentally 
responsible decisions in their operations.
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4. Promote the use of mass transit by using the resources of DOE, EPA 
and affected State agencies to encourage employers to provide 
payments of $60 per employee for monthly transit expenses. Pursuant 
to H.R. 776, such payments are now tax deductible.

Help make energy affordable for citizens. Energy is the second highest cost 
of home occupancy, after rent/mortgage payments. It can devour as much as 
half of lower-income citizens’ financial resources.

1. Require HUD and other appropriate Federal agencies to improve the 
energy efficiency of public, manufactured and other Federally- 
supported housing. Until required by recent legislation, the standards 
for manufactured housing had not been updated since 1975. The 
impact of Hurricane Andrew in Homestead, Florida, underscores the 
importance of more rigorous standards, which also would be more 
energy efficient.

2. Coordinate with State Energy Offices and private sector entities to 
develop and effectuate energy efficient mortgages and meaningful 
home energy rating systems.

3. Instruct the appropriate Federal agencies to add meaningful incentives 
to existing housing and financial regulations to make energy efficiency 
a priority in architects’ and builders’ design and construction decisions.

4. Direct DOE to provide technical assistance to State utility regulators 
in developing meaningful incentives for utilities to invest in cost- 
effective residential efficiency and in modifying the regulatory system 
to accommodate and encourage innovative efforts.

5. Instruct DOE, HUD and other affected Federal agencies to cooperate 
in implementing provisions of the Affordable Housing Act.

The foregoing are actions that the President can initiate on his authority as 
Chief Executive. In addition, he should work with Congress in the longer term 
on energy problems that require statutory solution or appropriations. NASEO 
is eager to work with the Administration and Congress on specific approaches 
to help America control its energy future. Following are examples of needed 
Congressional action:
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1. Ensure adequate core funding for State Energy Offices, to enable 
them to leverage the additional funds needed to maintain a national 
network for technology transfer and energy emergency preparedness; 
maintain their viability as critical partners despite vicissitudes in local 
funding. Increase finding for State and Local Assistance Programs 
(SLAP). Comprised of three Federal grant programs (State Energy 
Conservation Program, Institutional Conservation Program, and 
Weatherization Assistance Program), these are the backbone of the 
nation’s energy conservation and renewable energy demonstration and 
information efforts. One program in particular, the State Energy 
Conservation Program (SECP) receives only $16 million annually; yet 
it is the most flexible vehicle for delivering energy efficiency and 
renewable energy - through public-private partnerships, technical 
assistance, demonstration projects, state-specific information, etc. 
Federal funding for SLAP efforts has been cut to $230 million 
aimually from a high of $557.6 million in 1979. With inflation 
factored in, these programs would have received more than $1 billion 
this year if the program had not been cut.

2. Remove barriers to the appropriate pricing of energy. In particular, 
all relevant externalities must be valued, monetized and included in 
the price so that all resources and technologies are considered on a 
"level playing field" basis.

3. Fully Aind the Energy Policy Act of 1992 (H.R. 776) authorizations
for a Federal energy efficiency fund, commercial demonstrations and 
awards, and renewable energy.

4. Speed up the natural gas pipeline certification process.

5. Mandate that local government and private fleets convert to alternate 
(dels. Delegate authority to the states to grant any exemptions as 
may be necessaiy and prohibit circumvention of this authority.

6. Permit states to levy variable registration fees based on vehicle size 
and other variables, in order to encourage energy efficient automobile 
purchases by taxpayers.

7. Promote telecommuting through tax deductions or tax credits to 
participating individuals and businesses.
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8. To increase competition in electricity generation, strengthen 
transmission access provisions of the recently passed national energy 

legislation.

9. Strengthen CAFE (corporate average fuel economy) standards.

10. Create regional petroleum product reserves in areas dependent on 
imported supplies.
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MEMORANDUM

TO: Rate Pomerance

FROM: Roger Dower

RE: Pollution Taxes and a National Economic Strategy

DATE: October 23, 1992

You asked me to summarize our discussions concerning the role of pollution taxes 
in general, and carbon taxes specifically, in terms of a National Economic Strategy for the 

U.S.

As I read through the various proposals and analyses of economic programs 
advanced by the three candidates, there appears to be an emerging consensus or set 
of common themes that constitute a new economic strategy for the U.S. We face three 
preeminent economic problems: (1) an anemic economic recovery with continued high 
unemployment and slow growth; (2) a lingering federal budget deficit that may shrink 
naturally over the next few years, but rise dramatically over the long haul and (3) a tax 
system that grows increasingly unfair and burdensome on the economy. All these 
impose substantial costs and risks on the U.S. and they are hardly unrelated. Our ability 
to bring to the deficit down to a manageable level that promises lower long term interest 
rates and reduced financial burden for the next generation, is critically dependent on 
developing a strong, growing economy and a tax system that is consistent with these 
goals. Two of the key elements to a strong economy is a productive workforce and 
adequate levels of investment (private and public) to create the capital base to support 
this workforce.

From this perspective, a national economic strategy needs three main pieces. A 
package of fiscal measures to stimulate the economy and job growth in the short-run; a 
long term commitment to reducing the deficit in a way that promotes productivity; and a 
serious commitment to tax fairness. Failure to deal with the deficit in a convincing way 
will result in continuing high long-term interest rates, stifling private and public investment 
in our nation. Simply addressing the budget deficit (ala Perot) is likely to reduce 
consumer confidence in the short-run as the economy weakens under the double burden 
of higher taxes and lower government spending. Further, certain characteristics of our 
existing tax system works against economic growth in the short and long term and are 
considered by most to be extremely unfair. Payroll taxes and other taxes on labor have
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been rising as a fraction of total revenues. These taxes discourage employment and fall 
heavily on lower-income groups. The three elements must go hand in hand. Consumers, 
producers and investors must see that each set of interests are targeted even if the time 

frames for the programs differ.

It is clearly important that the National Economic Strategy target, in the short-run, 
public investment opportunities that are likely to pay off in terms of job creation and 
economic activity in the short-run, but also provide a stronger base for long term growth. 
Investments in certain types of public infrastructure and grants to state and local 
governments for education programs fall into this category. The impact of lowering 
marginal income tax rates may spur consumption in the short-run, but they do relatively 
little for the long term health of the economy where investment not consumption should 
be the goal. Reducing other marginal tax rates could more directly encourage 
employment, savings and investment. Some, of course, might have smaller short-term 
impact, but others like investment tax credits and payroll tax reductions also have both 

short- and long-term benefits.

Most economists agree that reducing the federal deficit will require a combination 
of tax increases, reductions in federal spending particularly in the nondiscretionary 
accounts (entitlements, etc.) and reductions in military spending. There are also 
opportunities in closing tax loopholes and reducing certain tax-expenditures that would 
serve to broaden the tax base. There are many options for revenue and spending that 
I will not try to list here. Suffice it to say that the emphasis on both the revenue and 
spending side of the equation should be on those options that encourage investment in 
plant and equipment and public infrastructure (particularly education and job training) as 

much as possible.

The Clinton-Gore Economic plan takes on the first component fairly effectively. It 
fails, however, to fully treat the long-term issue of deficit reduction with important 
implications for its short-term impacts. According to a recent analysis by DRI/McGraw- 
Hill, The Clinton-Gore economic proposals will have a stimulating effect on the U.S. 
economy. In addition, GDP and employment would rise by around 1 percent (over the 
baseline) in the second year of the program. By the fourth year, however, virtually all of 
that gain is lost. The chief culprit is the contractionary impact of rising interest rates in 
the short and long term. Inflation fears in the short term are likely to spur action by the 
Federal Reserve to raise short-term rates. Without a credible deficit reduction plan there 
is little hope for reduced pressure on long-term interest rates (or short-term) interest 
rates. Clinton’s plan to raise taxes on taxpayers with incomes above $200,000 per year
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would make some contribution to tax fairness, but would do little to offset the trend 
towards regressive taxes on labor or promote broader notions of tax fairness.

In the DRI analysis, the deficit under the Clinton-Gore plan is unlikely to be reduced 
by more than $8 billion annually (compared to the base case). By 1996, CBO expects 
the total deficit to fall from $314 billion in 1992 to $254 billion. To achieve the Clinton- 
Gore goal of a 50 percent reduction in the deficit by 1996 as compared to current levels 
(or approximately 2 percent of projected GDP) would require an additional $89 billion per 
year in spending cuts or revenue gains. Even if you give substantial credit for the positive 
growth aspects of his proposals that are not captured fully by the models (for example, 
the DRI analysis makes no attempt to credit Clinton’s health care reform proposals), the 
proposal is likely to face at least a $50 billion plus short-fall. In fact, things only get worse 
over time. CBO projects that the federal deficit will hit a low of $244 billion in 1995 and 
begin to rise thereafter. For example, the projected deficit in 1997 is $290 (or around 3.8 
percent of GDP). It will be increasingly difficult to hold on to the gains that might be 
achievable in the first four years of a Clinton-Gore strategy.

Without a believable deficit reduction program (even one that works over a 10 year 
period of time), the message is that the Clinton-Gore strategy is unlikely to achieve its 
stated goals or to promote long-term economic development. To quote DRI/McGraw- 
Hill, "If the bold deficit reduction thrust of the Perot plan could be melded into Clinton 
strategy, private investment and long-term growth would improve substantially."

Within this broad context the role of pollution taxes (including reductions in 
subsidies) in a National Economic Strategy is fairly clear. Properly designed pollution 
taxes do not impose the same economic distortions associated with other revenue 
sources. Using increased taxes on payrolls, incomes (corporate or personal), or savings 
to reduce the deficit would yield revenues but would also discourage those activities that 
are so necessary to long-term growth and economic development. Pollution taxes share 
the advantages but not the disadvantages of many alternative sources of revenues. 
Shifting some portion of the existing tax system towards pollution taxes would have 
similar benefits. The tax system could be made to work for the economy not against.

In conclusion, a National Economic Strategy would consist of the following basic 
parts in addition to the already announced Clinton-Gore program:
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• A 5-10 year deficit reduction program that could consist of: (1) increased 
revenues from pollution taxes; (2) reduced expenditures on nondiscretionary 
accounts/entitlements - alternatively these accounts may provide good opportunities for 
new revenues or reduced tax expenditures (taxing a higher percentage of health 
insurances premiums paid by employers above a certain income level); and (3) reduced 
expenditures on discretionary accounts.

• A significant commitment to tax fairness and economic productivity that would 
begin with a shift of a small percentage of existing payroll tax rates to a combination of 
pollution taxes and tax expenditure reductions.

There are many specific programs and options in the proposals of the candidates’ 
and others that would fit within this basic strategy. Further, there must be a strong effort 
made to ensure the basic fairness of both elements. Graduated policies (by income level) 
and special tax credits should be incorporated directly into the strategy. Whatever 
specific policies are adopted, the two keys to the success of this strategy is the direct 
coupling of a stimulus program with a credible deficit reduction program and a special 
attention to revenue and spending programs that encourage not discourage savings and 
investment.
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EPA Nudges Firms to Take the Lead in ‘Green Computing’
ByT.R.Reid

Wisliiiwtu Post Staff Wiiter

personal computers now humming away in 
tens of millions of offices and tens of millions 
of homes, the EPA started counting kilowatts 

' and came up with a striking conclusioa 
The ageiuy released figures earlier this 

year suggesting that perMmd computers 
account iot 5 percent of total commercial

f ven though it smacks of industrial 
f policy," a amcept that is supposed to 

be tahoo in Republican admUstiatioi^, 
the federal goyernmrat’s pu^ for."green
compuring^ pp^ aldt of pot^dal benefits electricity conshinptkm to the United States;
U.S.' ceinputer ntokerS. ahd consumers. with computer use ^aeadtog like crazy, the

‘^reoi dtoipn^ figure was projected to rt^^ 10 parent by
commonly used todesoibe Washi^cxi’s the end of the decade. - : —

'iSrecentidH^wiet PG hardware and softy^ 5 percent or

been at the forefiront of the effort to get 
increased energy efficiency and, thus, longer 
battery life for laptop and notebook 
computers. Now, with “green computing,” 
those energy-saving terinologies can be 
incorporated into desktc^ computers as well.

The EPA’s analysis is based cm the 
thesis—which sounds right—that most 
people leave their de^op PCs turned on all 
the time. But those madunes are actually 
used <toly about 20 perbentto^pe^cOnt of

boot-up routine and then navigate around the 
hard disk to get back to where you were 
before. And on a desktop machine, it would also 
be better for the environment because the 
“sleep-resume” ^em uses less electricity.

Accordingly, Intel is going to put die same 
“steepres^" C^bility now on its SL chips 
into the thicrpprocessbrs it builds for desktop 

; machines.-T^ first such “green” desktop 
computers should hit the market in the fir^

,_____ _________ ____________ , . - the,time.Soifthecompnterc(Mldbedesigned

^1^— - Poygf ^^ffidaKy. Ahy Windows user ^ 
cduntiT's biggest PC rnakers^mchidini^^^ ^
toternatioi^a^hfatoG^^ ffiw^^S&artOtheki^""
ar^CTtoc..DigitalEquip^teorp.and cpm^haw’tbe^i^ for a c^

prom^ er^gy-effidmt persondqomputas. fortoternatwoalTradea5dIn*istry,likestov backalthesaiitopdtottoffids^ important energy saver; : .
As Tye noted before, a smgte PC doe^t issue to Japariese cbmptoiffii But, hey, where you were when your portable^t to We used to thmk that “green computing”
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1707 L Street NW 
Suite 570
Washington, DC 20036- 4 2 0 1
202.457.0911

Fax 202.331.1388

Jeffrey C. Smi th
Exccurive Dirccio?-

BY HAND

Ms. Katie McGinty 
Office of Senator AJ Gore 
SR-393 Russell Senate Office Building 
Washington, D.C. 20510-4202

Dear Ms. McGinty:

Kate Kimball of the Environment & Public Works Committee staff suggested I 
contact you immediately with my thoughts on an investment tax credit (ITC) for air pollution 
control capital expenditures.

Such an ITC hits a number of big Clinton/Gore themes: it increases productivity, 
helps clean our environment via a market-based incentive, and would assist a dynamic U.S. 
industry in capturing a larger share of the burgeoning global environmental products market.

My group - the Institute of Clean Air Companies (ICAC) - is a non-profit 
organization of U.S. air pollution control manufacturers. Despite the considerable promise 
of the 1990 Clean Air Act Amendments, this industry is suffering because of uneven 
implementation of the Act and the generally poor economy. An ITC for air pollution 
control capital expenditures could turn things around and grow U.S. exports considerably.

Last month’s Democratic Policy Committee Special Report (enclosed), which cited 
our data, emphasized the positive macroeconomic effects of the U.S. air pollution control 
industry. The export and job creation potential of the U.S. air pollution control industry was 
also identified by a recent Smith Barney, Harris Upham report - which also relies on ICAC 
data - that we cited in an October 21, 1992 press release (also enclosed).

Since the new Administration is now formulating plans to encourage investment, I 
wanted to introduce our group and these thoughts to you now so the Clinton/Gore team 
would have the opportunity to incorporate and take credit for them if it so desired.

I will call you Monday to see if we can discuss this issue.

Enclosures a/s

Jeffrey C. Smith

cc: Katharine Kimball
Formerly Industrial Gas Cleaning Institute, Inc.

Recycled
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WALL STREET STUDY DETAILS JOB BENEFITS OF CLEAN AIR RULES 

Shorn Need to End Clean Air Act Regulatory Delay, ICAC Says

I. STATEMENT

Washington, D.C. A study for the U.S. Environmental Protection Agency (dated 
August 1992; released October 1992) by the investment firm of Smith Barney, Harris Upham 
concludes that implementation of the Clean Air Act Amendments of 1990 should double the 
market for stationary source air pollution control products in the United States.’

Average annual revenue increases due to CAAA implementation should be $2.3-$3.4 
billion during 1992-1995, and $4.2-$5.8 billion during 1996-2000. This translates into 
increased demand for direct labor services of about 15,000 - 25,000 full-time equivalent 
positions on average annually during 1992-1995, and an average of 20,000 - 40,000 full-time 
equivalent positions annually during 1996-2000.^

According to the Institute of Clean Air Companies (ICAC), the study confirms that 
faithful and timely implementation of the Clean Air Act works not only to achieve Congress’ 
public health and environmental protection goals, but also to promote the U.S. economy.

ICAC is the national non-profit association of companies that supply equipment and 
services to control air pollution.

"The U.S. EPA-Smith Barney study confirms again ICAC’s long-held position that 
dollars spent in the U.S. to comply with air pollution control rules are not lost, but instead 
are transferred from polluting industries to a dynamic U.S. air pollution control industry," 
says Jeffrey C. Smith, ICAC’s Executive Director.

"The delay we are experiencing in federal implementation of the Clean Air Act not 
only slows attainment of the Act’s public health and environmental goals, but costs 
Americans jobs and handicaps U.S. industry’s ability to compete successfully in the world 
environmental control market ~ a market that will likely exceed $300 billion a year by the 
end of the 1990s. Without a strong domestic air control program, the U.S. air pollution 
control industry lacks the commercial experience and incentive for R & D that are necessary 
for it to compete globally."

[MORE]
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"Given the inevitability of a 21st Century with a greater premium on less-wasteful, 
cleaner industrial production, it makes sense to get a fast jump out-of-the-blocks in order 
to maximize an important U.S. industry’s ability to compete globally and thereby boost the 
U.S. economy," Smith adds.

II. BACKGROUND

A. U.S. Jobs

Air pollution control rules create jobs. Delaying those rules costs jobs.

The Smith Barney study estimates that revenue increases to the stationary source 
segment of the U.S. air pollution control industry occasioned by the 1990 Clean Air Act 
Amendments will create 15,000 - 25,000 full-time equivalent positions on average annually 
during 1992-1995, and an average of 20,000 - 40,000 full-time equivalent positions annually 
during 1996-2000. The U.S. air pollution control industry has sufficient capacity to meet this 
increased demand for clean air goods and services.^

This estimate of job creation is consistent with others. For example, ICAC has 
predicted that the acid rain portion of the Act alone could create the equivdent of 4,500 - 
15,000 lifetime jobs.^

In 1991 nearly two million Americans earned a living cleaning up air pollution and 
other environmental problems, while U.S. environmental companies achieved an estimated 
$130 billion in sales.'* The U.S. air pollution control sector is an important part of this 
market, being described by both private and public economists as one of the Nation’s most 
dynamic, diverse, and viable industries.^

Unfortunately, there are already many examples where delay of federal rules under 
the 1990 Clean Air Act has diminished this potential for economic growth. Orders for air 
pollution control equipment have been held up since no one company wants, for example, 
to redesign a chemical process or install a toxic emissions control system, until it is sure that 
its competitors will be required to do the same thing. This regulatory delay also removes 
incentives for development of new, innovative air pollution control solutions that will lower 
costs in the long run.

But what about the cost to the U.S. economy of complying with clean air rules?

The fact is that every dollar spent on air pollution control is transferred to another 
sector of the U.S. economy.

[MORE]
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In addition, many business leaders now see pollution as a symptom of inefficient 
processes. To the extent air pollution control rules stimulate new technological and 
management devices to avoid wasteful practices, the regulated industry becomes more 
efficient and more competitive.

The 1990 Clean Air Act also for the first time allows pollution reductions to have a 
market value, which can be traded, and which can thereby increase a firm’s revenues. Policy 
proposals appear almost weekly from state air quality regulators who seek to expand trading 
of emission reductions and other market-based compliance options.

As a result, pollution reductions can now in some cases be seen as a company asset, 
just like any other asset. But, again, to function properly, the markets must have a clear 
sense of what federal clean air rules are.

Moreover, regulatory delay creates uncertainty in the regulated industry, and often 
confounds long-term planning. The plea from regulated industry to federal clean air rule- 
makers is often "simply and clearly tell us how to comply with the Act, but don’t keep us in 
limbo by inaction!"

Delay in issuing federal clean air rules thus forfeits jobs that would otherwise be 
created, thwarts the ability of industry to comply quickly and use market-based compliance 
options, often rewards inefficient companies to their longer-term detriment, and ~ as 
discussed below - handicaps U.S. industry in competing successfully in a large and growing 
global pollution control market.

B. U.S Industry’s International Comoetitiveness

The global environmental market has been estimated by several government 
organizations as currently standing at $200 billion (compared for example to a global 
aerospace market of $180 billion) and surpassing $300 billion a year by the end of this 
decade.® This market offers unparalleled opportunities for U.S. industry.

Sales figures from ICAC and others over the past 20 years show that the growth of 
the U.S. air pollution industry is heavily dependent on federal air pollution control 
regulation. Similarly, U.S. government and foreign studies show that those countries with 
the tightest air rules produce the most intemationally-competitive air pollution control 
industry."^

Consequently, in areas where U.S. clean air policy has led the world, U.S. 
environmental companies have competed well worldwide. But in areas where other

[MORE]
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countries first imposed strict pollution control rules, those countries’ industries have 
dominated globally.

Currently, both Japan and Germany have tighter emission requirements than the U.S. 
for industrial sources of air pollution. And foreign countries, again such as Japan, are 
actively assisting their environmental industries to capture a big share of the burgeoning 
world pollution control market.®

Delaying U.S. clean air rules makes the U.S. pollution control industry less 
competitive in the global market. This, in turn, wastes the opportunity for one of our 
country’s most dynamic industries to grow, create even more jobs, and contribute positively 
to our balance of international trade.

As the federal government has itself recognized, a policy of promoting the important 
and growing U.S. air pollution control industry worldwide must begin with clean air rules 
at home that match those of our international trade competitors. Such a market is necessary 
to develop, commercialize, and improve pollution control technologies and processes.
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The economic opporlunities of the future lie ahead for those nations 
and those industries that can create the environmentally sound 
products and services that will be needed to protect the global 
environment: Japan recognizes this fact; Germany recognizes this 
fact, but not the United States. Our competitors are preparing for the 
future — establishing programs to build and export new energy and 
environmental technology to a world that wants to grow in an 
environmentally responsible manner. Will we yield or seize those 
markets? I fear the former."

Senator Tim Wirth 
Congressional Record, p. S-6259, 
May 7,1992

Jobs and the Environment

President Bush's False Choice 

Between Jobs and the Environment

Three years ago, George Bush, who said he would be the “Environmental 
President,” proclaimed a new era of environmental leadership for the United 
States: “...it’s time to renew the environmental ethic in America and to renew 
U.S. leadership on environmental issues around the world." (Speech to 
Ducks Unlimited, June 8, 1989)

Unfortunately, that rhetoric hasn’t been matched by the reality of his Presi­
dency. Instead of a new “environmental ethic," the Bush Presidency has been 
driven increasingly by the tired, outdated notion that Americans must choose 
between environmental protection or economic growth. Though he occa­
sionally pays lip-service to wanting to have both jobs and environmental 
protection, his actions tell a different story.

The Bush Administration has worked consistently to undermine key environ­
mental laws and regulations—such as the Clean Air Act— and failed to exert 
American environmental leadership at the recent United Nations Conference 
in Rio de Janiero. With his actions, George Bush is telling us that we must 
make a false choice between creating new jobs and keeping our water clean, 
our air clear, and conserving our natural resources.

DPC Special Report — Jabs and the Environment P- 7



President Bush Just Doesn’t Get It —
Jobs and Environment Go Hand in Hand

But Jobs vs. the Environment is a false choice. The world is changing rapidly. 
It is becoming clear that a burgeoning international market for environmental 
protection technology is acting as a powerful engine for economic growth and 
job creation. Our economic competitors understand this change, and have 
moved into the modern age of environmental protection high-technology and 
prosperity. Unless our government’s leadership changes with it, the United 
States is in danger of falling behind.

Stronger environmental laws such as the Clean Air Act and Clean Water Act 
have created an increasing demand for new environmental protection 
technologies which, in turn, create new jobs. Pollution control and abatement 
are rapidly becoming one of the world's major growth industries.

The global move toward stronger environmental laws has created a major 
opportunity to improve the international competitiveness of the U.S. economy. 
Stricter environmental standards at home and around the world are opening 
up markets for U.S. industries to produce more efficient and advanced 
technology and create new jobs by the tens of thousands for U.S. workers.

Unfortunately, the Bush Administration, through the White House Council on 
Competitiveness, has weakened numerous environmental regulations, 
thereby:

✓ threatening the public health;

✓ slowing State efforts to implement Federal guidelines:

✓ hurting industries dependent upon the issuance of these 
regulations; and,

✓ undermining America’s competitive edge in environmental 
products and services.

DPC Special Report — Jobs and the Environment P-2



Global Market
for Environmental Protection 

Is Engine for Economic Growth

The growing environmental protection needs in countries around the world 
present U.S. businesses with unprecedented opportunities for growth and job 
creation. The size of the international market in environmental goods and 
services is enormous.

✓ The Organization for Economic Cooperation and 
Development (OECD) has reported environmental goods 
and services is a $200 billion industry that will experience 
5-1/2 percent growth on an annual basis.''

✓ The Office of Technology Assessment (OTA) estimates that 
global environmental goods and services will grow to a 
$300 billion industry by the year 2000.^

✓ The International Rnance Corporation (IFC)^ reported that 
the worldwide market for environmental goods and services 
is expected to grow rapidly during the next decade, doubling 
from roughly $300 billion to $600 billion by the year 2000.

DPC Special Repoa — Jobs and the Environment p.3



The IFC, in a report entitled Investing in the Environment (May, 1992), cited 
specific countries with needs for environmental technology;

✓ Thailand — The total private sector market for pollution 
control equipment is estimated to be about $210 million per 
year. In the next decade, demand is expected to grow 20- 
25 percent. By the year 2000, the private sector market for 
pollution control equipment and services is expected to 
reach at least $1.5 billion.

✓ Malaysia—The combined public and private sector demand 
for environmental goods and services is estimated at roughly 
$210 million per year, and is expected to grow 15-20 
percent annually.

y/ Poland — In September, 1990, the Ministry of Environment 
introduced a new ecological policy to improve the country's 
environment. The total cost of implementing this policy is 
estimated to be $1 billion in 1991, and $7 billion over the 
1991 to 1995period. Fullimplementationofitsenvironmental 
policies would take at least 30 years and cost $260 billion, 
much of it going to pay for pollution clean-up equipment that 
could be produced in the U.S.

DPC Special Reporr — Jobs and the Environment p.4



Environmental Protection Creates 

Domestic Investment & Jobs

Environmental laws and regulations give American business unprecedented 
opportunities here at home.

✓ A study conducted by a group of economists in 1985 
concluded that the $8.5 billion invested by U.S. businesses 
in pollution abaterhent and control that year yielded $19 
billion in sales and $2.6 billion in profits for U.S. companies.
This has translated into 167,000 jobs for U.S. workers.'*

✓ The stock market firm, Alex, Brown and Sons in Baltimore, 
reports that overall,'the environmental protection industry 
topped $75 billion in 1990, increasing by more than 20 
percent yearly since 1985.®

✓ To comply with the Clean Water Act, the EPA estimates that 
over the next 20 years, $111.5 billion will have to be 
invested in construction of publicly owned wastewater 
treatment facilities to meet America’s wastewater treat­
ment needs. Every $1 billion investment in clean water 
construction generates as many as 57,400 jobs.®

DPC Special Report — Jobs and the Environment p. 5



Growth in U.S. Market 

for Pollution Abatement and Control
(By Type — In 1987 Dollars)

$80 -

$70-

$60-
mu.
ra
o2 $50
o
OT
co
= $40
jQ

C

$30-

$20

$10 -

nil
■R
wm■il

■

lit
Hii

■SIIII

mifmimi

Sill
iiil
iP
i-li-RR-.

lilissig;:;;;

liii

■Illi
II

iSfei-
■I?
ilC

111

lift"

»

Jiii]

iil

sisill;

IP
Ills
:iSB
SB

mm

liii
iii

ipp:

li S
. . . . . :I:1R 
iiiiii

.ail
iis
IB;iisill;::
;ii|i
:iill
IB:

■pvli,;::-

sis;
iil
illlll
111111

■

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

a Air
POLLUTION ABATEMENT ^ Water

:_j Solid Waste

Source: Bureau o( Econorrc Analysis. Commerce Deoanment 
as reponea in 'Sur/ey 0/C-.renr Susrness,'June. 1992, Vol. 72. No. 5

DPC Spec:al Report — Jops ana the Environmer: p. 5



Bush Administration 

Environmental Policies 

Shortsighted, Says Expert

The Bush Administration’s attempts to undermine environmental laws and 
regulations hurt industries that are dependent upon these regulations in order 
to manufacture the necessary equipment.

Michael Silverstein, president of Environmental Economics, a Philadelphia 
consulting and research firm, in acolumn entitled "Bush's Polluter Protectionism 
Isn't Pro-Business,"^ said:^

✓ "In recent months the Bush Administration has declared a 
moratorium on new environmental regulations and taken 
steps to ease enforcement of existing ones. Such an 
approach, from the business perspective, strikes me as 
absolutely cuckoo."

✓ "Laws and regulations that force polluters to spend money 
on cleaning up the environment do not diminish the wealth 
of a nation. They transfer this wealth from polluters to 
polluter-cleaner-uppers and lay a foundation for greater 
future wealth."

✓ "The overall effects of this process over more than two 
decades have been extraordinarily positive. Not only have 
countless formerly high-polluting enterprises been forced 
to become less wasteful (i.e. less polluting) and thereby 
more competitive, not only has 'the environment' become a 
force generating technological innovation on a scale as 
great as the defense or space program's, but a vital new 
component of the U.S. economy has emerged in the 
bargain — the environmental industry sector."

DPC Special Report — JoPs and the Environment P-7



U.S. Losing Competitive Edge

The Bush Administration fails to recognize that other countries, such as 
Germany, have issued environmental standards that exceed U.S. standards. 
Industries in those countries have a major advantage in market share for 
advanced environmental equipment and services. This trend has already 
started.

In his book, The Competitive Advantage of Nations, Harvard Professor Michael 
Porter writes:

"As Germany, Sweden and Denmark have moved ahead of 
the United States in standards governing a number of 
aspects of environmental quality, their firms in these areas 
are increasingly supplying world markets."

And European countries are not our only competitors. In 1990, the Japanese 
Ministry of International Trade and Industry (MITl) launched the Research 
Institute of Innovative Technology for the Earth.® The institute is believed to 
be the world’s first commercial environmental technology institute.

TsukasaSakai, Managing DirectorofJGC Corporation, said in Sus/ness Week 
magazine (5/11/92).

✓ “In the future, accessto international markets will depend on 
who has the most environmentally sound technologies. If 
U.S. companies don't move aggressively, we will see the 
same conflict in environmental technology that we see 
today between GM and Honda."

DPC Special Report — Jobs and the Environment p.a



Clean Air: A Case Study in 

Job Creation and Competitiveness

The Clean Air Act has created new jobs and new industries that have 
tremendous domestic growth potential. There will be increased demand for:

✓ air pollution equipment suppliers;

✓ engineering advances;

✓ new instruments manufacturing;

✓ producers of oxygenated fuels; and,

✓ other process modification technologies.

A Growing Market for Clean Air Products

✓ A recent study conducted for EPAestimatesthat if the Clean 
Air Act \s fully implemented, revenues in the air pollution 
control industry will increase by $4-$6 billion annually in the 
next three years.^

✓ Between 1995 and 2000, these revenues are expected to 
increase by $7-$9 billion annually. Cumulatively, this is a 
$50-$70 billion increase in revenues by the year 2000.’°

DPC Special Report — Jabs and the Environment p.9



Growing International Markets 

for Clean Air Technology

While the Clean Air Act presents new business opportunities for U.S. 
businesses, air pollution remains a serious problem in many countries, 
providing even greater markets for U.S. environmental goods and services. 
For instance, as other countries put world resources into cleaning up their air, 
they present U.S. businesses with even greater growth opportunities for air 
pollution control equipment manufacturers.’’

✓ Poland—70 percentofPoiand'spowerplants have serious 
air pollution problems requiring advanced pollution control 
equipment.

✓ Turkey — Only 6 percent of Turkey's industrial plants have 
air pollution controls. Maiormetropolitan areas have serious 
air pollution problems caused by poor quality fuels, vehicular 
exhaust, and industrial emissions.

✓ Thailand — The government is expected to enact tougher 
laws on vehicle emissions and inspection systems which 
will create a new market for catalytic converters and vehicle 
inspection equipment.

✓ Mexico — As of October, 1991, catalytic converters were 
required on all new cars. One hundred thousand catalytic 
converters will be required in Mexico City alone.

✓ Hungary — The government passed a new law in 1991 
requiring catalytic converters on all new vehicles in addition 
to requiring yearly vehicle inspections.

✓ Chile—The government has embarked on a major cleanup 
effort in the Santiago area. An estimated 300-500 industrial 
plants will need to install pollution control equipment such 
as process improvements, new boilers, and air pollution 
control equipment.

DPC special Report — Jobs and the Envircnrrtent p. 10
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Bush Administration 

Undermines Clean Air Act

Unfortunately, less than 18 months aftersigning the Clean Air Act Amendments 
of 1990, the Bush Administration has missed dozens of statutory deadlines 
for implementing the Act. For example, the White House has:

✓ delayedapprovalof regulations concemingtoxicairpollutant
standards that would cut more than one billion pounds of air 
toxics emissions that can cause cancer and birth defects:

✓ delayed implementation of EPA regulations on inspection 
and maintenance standards for cars; and,

✓ failed to release regulations establishing a list of sources of 
airtoxics pollution as well as final regulations for reformulated 
gasoline.

Foreign Competitors Surpass 

U.S. in Clean Air Technology

While U.S. manufacturers are waiting for the government to act on clean air 
regulations, international competitors are moving ahead with investment in 
new technologies, which is threatening the U.S. market share in clean air 
technology.

Historically, American firms have led other industrialized countries in the 
export of air pollution control equipment As late as 1986, the U.S. was the 
leader in the air pollution control industry, according to a 1990 report by the 
International Trade Administration (ITA). American market dominance re­
flected advanced air pollution control standards in effect in the U.S.

Germany, however, has in recent years enacted tougher clean air standards 
that have forced German companies to produce more advanced equipment 
than U.S. manufacturers.

DPC Special Report — Jobs and the Environment
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The ITA report noted the inability of U.S. air pollution control equipment 
manufacturers to meet newforeign standards that often exceed U.S. standards.

✓ “In Europe, the U.S. share of the domestic market in West 
Germany will be constrained unless the U.S. firms can meet 
West German pace-setting standards, which are some­
times more stringent than those in the United States.”

✓ “The German experience presents the classic example of 
the standards-setting mode leading to technology develop­
ment. For example, because new German standards for 
sulfan dioxie emissions are even more stringent than those 
in the U.S., the German acid rain program has led to the 
construction of more than 150 flue gas desulfurization 
(FGD) systems on new and existing coal-fired power plants, 
using second and third generation FGD equipment that 
German manufacturers formulated from technology origi­
nally developed in the U.S. and Japan."

A report by the Industrial Gas Cleaning Institute (IGCl) shows a direct 
connection between the 1970 enactment and 1977 modification of the Clean 
Air Act and increase in revenue for the air pollution control industry.

Summary of IGCl Members' Booking Statistics 
During the I970s and I930s 

(1990 Dollars)
*1.2,

i5
s

1S«» 197« IMO 'Ml
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Environment & Economic Growth:
The American Public Knows We Can Have Both

Americans believe that economic growth and environmental protection are 
compatible goals, according to a poll conducted for the Times-Mirror Center 
for the People and the Press by the Roper organization (June 1992).

✓ Ninety-two percent believe that a good balance can be 
found between economic progress and the environment.

\/ Seventy percent believe that natural resources can be 
protected at the same time they can be used for economic 
benefits.

Sixty-seven percent do not agree that environmental 
degradation is the price that has to be paid for progress.

^ Sixty-three percent of Americans believe that environmental 
protection is compatible with economic development.

Rejecting False Choice Key to Competitiveness

As the clean air example clearly shows, strong environmental laws create 
jobs and enhance U.S. competitiveness. Weak environmental laws, which 
lag behind those of other industrialized nations, put us at a competitive 
disadvantage. American companies are at a disadvantage in making 
products to meet the emission standards of other countries and, as a result, 
our companies lose market share in the global economy. It is time for 
President Bush to catch up with reality and reject his false choice between 
jobs and the environment. Americans are way ahead of him. They know that 
jobs and environmental protection are not mutually exclusive. They are both 
necessary for American competitiveness.

DPC Special Report — Jobs and the Environment
p. 14



Notes
' Remarks by William Reilly. Administrator, ERA, before the Clean Air Market­
place Conference, Tysons Corner, VA, April 23,1992.

21bid.

^International Finance Corporation, "Investing in the Environment" May, 1992.

“Bezdek, et al., "The Economic and Employment Effects of Investments in 
Pollution Abatement and Control Technologies,” Ambio, Vol. 8, No. 5,1989.

n'echnology Review, April, 1992, Massachusetts Institute of Technology, 
Cambridge, Mass.

®Apogee Research, "Report an Clean Water Investment and Job Creation," 
March 20,1992.

^Wa// Street Journal, May 28, 1992.

® Wa// Street Journal, June 3, 1992.

®!CF Resources/Smith Barney, "Business Opportunities of the New Clean Air 
Act; The Impact of CAAA of 1990 on the Air Pollution Control Industry," 
(prepared for ERA), January, 1992.

’°lbid.

” International Finance Corporation, "Investing in the Environment, "May, 1992.

DPC Special Report — Jobs and the Environment 0. IS



Clinton Presidential Records 

Digital Records Marker

This is not a presidential record. This is used as an administrative 

marker by the William J. Clinton Presidential Library Staff.

This marker identifies the place of a publication.

Publications have not been scanned in their entirety for the purpose 

of digitization. To see the full publication please search online or 

visit the Clinton Presidential Library's Research Room.



\ ilPc^

o'f G«on ' 'SA/of/J'tfP^on

dXiJ Jsp|(jt/C(?lro^



r^

-X-
iij. 1

INSTITUTE OF
CLEAN
AIR

. COMPANIES

Information if application



10/30/92
Lautenberg

^{X^LV-^ 

ffM-K A^-^ ^

IN-GORE TRANSPORTATION AG)

z'

A CL
IMPROVING PRODUCTIVITY 

ATTAINMENT OF ENVIRONMENTAL GOALS 
BOOSTING ECONOMIC GRONTH 

THROUGH INCREASED INVESTMENT IN INFRASTRUCTURE

Under the Reagan-Bush Administrations, there has been a 
systematic disinvestment in our basic infrastructure, including 
transportation. This failure to maintain and expand our 
infrastructure has hurt productivity, contributed to worsened air 
quality, led to increased fuel consumption, created gridlock on 
virtually all transportation modes, and threatened our long-term 
economic growth. The United States ranks 55th in per capita 
infrastructure investment. Our economic competitors recognize the 
importance of infrastructure, and have been investing accordingly: 
Japan is spending 23 times as much as we do, as a function of total 
economic output, and Germany 15 times as much.

Increased investment in infrastructure and modernizing our 
transportation system, through the use of technology, has been 
central to the Clinton-Gore economic program. Such investments can 
assist economic recovery efforts while enhancing our long-term 
productivity and competitiveness. Proposals to achieve these goals 
were considered during the 102nd Congress but, in large part, 
were thwarted by President Bush. The Clinton-Gore Administration 
should move quickly to work with Congress to make accelerated 
investments in infrastructure to stimulate the economy and also 
fully fund transportation programs to provide long-term productivity 
and competitiveness.

NEAR-TERM ECONOMIC BOOST
Testimony by noted economists at Congressional hearings in 

1992 indicates that targetted investment in infrastructure can 
provide significant short-term economic benefits, such as jobs and 
decreased unemployment benefits, while providing a foundation for 
continued, long-term economic growth. Tnypstment in transportation 
infxa&feructure-y-i-eade-approximately._.2-for-l_ growth in Gross Domestic 
Product and should be a focus of any short-term jnvest^efit~sfrategy.

The Clinton-Gore Administration should focus on accelerated 
maintenance and repair of existing facilities, not on construction 
of new facilities, as an economic stimulus. For longer term 
investments, it should augment funding of the Intermodal Surface 
Transportation Efficiency Act of 1991 (ISTEA) to reach fully 
authorized levels. That would require an increase of $3,484 billion 
($2,048 billion for highways, $1,436 billion for transit) over the 
enacted FY93 levels.
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ACTION:
Submit FY93 supplemental spending package with revised FY94 

budget, with transportation component. Target funding at 
repair/maintenanc_e_prGarams. To ensure ifEilizaLlun ul Llie funds, 
the Administration should waive non-Federal matching requirements; 
require obligation of funds within a short time period; and, where 
applicable, distribute funds under existing formulas. By focusing 
on repair and maintenance, and imposing fast-spending requirements, 
concerns over wasteful projects are addressed.

In January/February 1992, surveys of State and local 
officials and trade associations revealed considerable unmet needs 
in maintenance/repair transportation programs, and indicated that a 
short-term economic stimulus could be put to use in maintenance and 
repair programs.

Using the parameters discussed above, and based on the needs 
surveys, S. 2169, the Lautenberg START-UP bill, proposed funding as 
follows. While funding levels could change, S. 2169 gives an idea 
of the relative funding for the various programs.

HIGHWAYS ...........................................................................  $2.5 billion
$1 billion. Interstate Maintenance 
$1 billion. Bridge program
$500 million. Surface Transportation Progrcim, including rail­
highway grade crossing hazard elimination

AIRPORT IMPROVEMENT PROGRAM ...................................... $1.4 billion
$400 million reserved for discretionary economic development 
grants to small airports

FAA FACILITIES & EQUIPMENT ........................................ $1 billion
Radar, communications, air traffic control

TRANSIT .............................................................................. $1.2 billion
$400 million rail modernization
$400 million acquisition of rolling stock, buses 
$400 million compliance with ADA, Clean Air

NORTHEAST CORRIDOR IMPROVEMENT PROJECT ................ $450 million
Safety upgrades

AMTRAK CAPITAL ............................................................. $450 million
Capital acquisition, station improvements

COAST GUARD CAPITAL ...................................................... $130 million
Acquisition of HH-60J helicopters

TOTAL .................................................................................. $7.13 billion
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DEVELOPMENT OF HIGH-SPEED RAIL POLICZ
No area of transportation was as neglected by the Reagan-Bush 

Administrations as high-speed rail (HSR). Because of the benefits 
of HSR systems, including easing the burden on congested aviation 
and highway systems, other nations have invested billions of dollars 
in their development. However, the Reagan-Bush Administrations 
pursued policies that, by their own admission, would have forced the 
United States' national passenger rail system to shut down.

ACTION:
In the near term, funding should focus on several areas to 

promote HSR: completion of funding for, and implementation of, the
electrification of the north end of the Northeast Corridor; 
elimination of rail-highway grade crossing hazards; and increased 
capital funding for Amtrak.

A working group should be established in the near term to 
develop a national HSR policy. The plan should include: a
designation of additional priority corridors for which high speed 
rail could provide an efficient and effective transportation 
alternative; an identification and commitment for the financing 
needed to acquire or preserve the necessary rights-of-way and to 
construct the rail, power and related facilities; the financial 
incentives to challenge American business to produce the most 
technologically advanced, high quality, durable rolling stock and 
infrastructure; and a realistic, detailed plan for the long term 
financing of operating deficits.

REVISION OF BUDGETARY PRIORITIES
A basic premise of a sound national transportatiorr'poTI'dys^ 

should be balance among the various modes. Under the Reaga^Bush,' 
Administrations, there has been an imbalance, with siaiTrtleant 
increases proposed for FAA and Coast Guard programs, at the expense 
of~trahsit, "r^l, and;~td'"a'lesser" extent, highways.

Although significant progress was made through ISTEA in 
breaking down the traditional barriers among the various modes, 
there still needs to be a concerted effort to coordinate planning, 
budgeting, and policy development.

ACTION:
Modify anticipated Bush Administration FY94 transportation 

budget to increase funding overall, and to provide balance. Within 
the existing modal administration structure, this can be 
accomplished through the active involvement of the Office of the 
Secretary, and the Office of Intermodalism within OST.

Overall, the FY93 transportation appropriations act provides 
$36.1 billion in spending. To meet the needs of a balanced 
transportation system, that should be increased to at least $42.8 
billion for FY94. --------------- ~
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The following actions should be taken within specific modes.

Highways; Significant policy changes were made in ISTEA, and 
they should be implemented. The single largest barrier to 
implementation is funding. Budgetary constraints, i.e., the overall 
cap on domestic discretionary spending, and on function 400 
specifically, have prevented full funding of ISTEA. The FY94 
authorized level for the ISTEA highway program is $20,469 billion — 
an increase of $2,039 billion over the enacted FY93 level.

(^The Intelligent^ Vehicle-Highway Systems (IVH^ program should 

receive~increasea attenfion. It is authorized at $660 million in 
ISTEA, with $501 going for implementation through the Corridors 
program, and $159 going into research and development and other 
responsibilities (e.g., standard-setting) of the USDOT.

The IVHS progrcim can improve traffic conditions and boost 
productivity. But, it can also help boost electronics and related 
industries in the United States and help in the conversion to a 
peacetime economy. Corporations with significant defense expertise 
are__actively-inberesjted__in the IVHS~^dgram. i^avtgati~on anti 
communications systems that were developed" for defense~purposes can, 
wlth“some mbdif icatioh , " be applied to IVHS^ -Increased"'f unding of 
the'“IVHS"'progranr could help stimulate activity among these 
industries, helping to ease the transition from higher defense 
spending and providing new U.S. exports and markets. Greater 
implementation of IVHS can result in less congestion, better air 
quality, and higher productivity, all of which can help make us more 
competitive.

An IVHS program of $250 million/year, with $175 going to the 
Corridors program and $75 going to R&D, could be implemented.

Transit; Budgetary constraints have prevented full funding 
for the transit progreim authorized in ISTEA. The authorized FY94 
ISTEA transit program is $5,125 billion — an increase of $1,326 
billion over the enacted FY93 level.

Rail; The development of a national HSR policy was discussed 
previously. With regard to the FY94 budget; provide funding for 
the Northeast Corridor Improvement Program of $300 million; Amtrak 
capital, $250 million; and Amtrak operating, $381 million.

Aviation; Funding for the FAA's programs fall into four 
major categories; Facilities and Equipment, F&E; Operations; the 
Airport Improvement Program, AIP; and Research, Engineering, and 
Development, RE&D.

Under the F&E account, a major effort is the National 
Airspace System (NAS) plan to modernize the air traffic control 
system. Under the Reagan-Bush Administrations, this program 
suffered n\imerous setbacks, going from a 10-year, $12 billion 
program to an estimated $27 billion over 15 years. Increased 
funding for the F&E program, to a level of at least $2.7 billion, 
must be accompanied by greater procurement and management oversight. 
Appointment of a FAA Administrator with significant experience in 
procurement and management could assist these efforts.
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The operations account includes funding for the air traffic 
control workforce. Decimated by President Reagan, the workforce has 
never recovered, and is now forced to handle twice as much traffic 
with fewer personnel. Steps need to be taken to improve air traffic 
controller training and to meet required staffing levels at critical 
facilities. An Operations account of at least $4.8 billion would 
help achieve these goals.

The AIP program grew sharply in recent years, from $1 billion 
in FY86 to $1.8 in FY92 and FY93. Needs assessments show several 
billion dollars in unmet airport development needs. Studies indicate 
that airport spending has a 3-to-l return on the dollar. To meet 
needs and promote growth, the AIP level should be increased in FY94 
to $2.5 billion. Continued growth in the AIP program should be 
matched with greater utilization of the Passenger Facility Charge 
(PFC) program. The benefits of PFC's will be non-uniform across the 
country, and the existence of the PFC program should not be a basis 
for capping the AIP program. Clearer implementation of the PFC 
program, including eligibility of transit systems to serve airports, 
could augment the AIP, and lead to greater economic development.

Commercial aircraft manufacturing is the single largest 
export of the United States. Maintaining this leadership role is 
critical. Promoting public-private partnerships through the RE&D 
program can help promote this important industry. Among the areas 
that can help is the development of quieter aircraft. The European 
Community is moving toward adoption of stricter noise standards, and 
there is continuing pressure in the United States to do the same. A 
ipint FAA-NASA R&D program to develop a new generation of quieter 
aircraft able to serve the United States_-and_Europe_was._authorized.. 
b^rthe 1992 FAA reauthorization. The program should receive $25 
million forTY94, out~oi a total RE&D budget of $300 milTiori.
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A CLINT0N-60RE CLEAN WATER REFORM AGENDA:
INCREASE INFRASTRUCTDRE INVESTMENT 

IMPROVE REGULATORY PERFORMANCE 
ADDRESS NON-POINT POLLUTION

While the regulatory program established under the Clean 
Water Act remains in effect, the authorization for appropriations 
for all Clean Water Act activities has either expired or is about to 
expire. Governor Clinton and Senator Gore have emphasized 
infrastructure development and proposed to deal with non-point 
source pollution. For both these reasons, the new Administration 
should give high priority to proposals for reathorizing the Clean 
Water Act, which will be one of the major items on the Senate 
Environment and Public Works Committee agenda in the 103rd Congress.

According to the 1990 National Water Quality Inventory, one- 
third of our rivers, half of our estuaries and over half of our 
lakes are unsafe for swimming, fishing and other uses. Many rivers, 
lakes and estuaries have not even been assessed to determine 
compliance with water quality standards.

INFRASTRUCTURE DEVELOPMENT: CLEAN WATER AND CREATE JOBS
-----------CONSTRUCTION GRANT PROGRAM. According to EPA, the nation has(^$110 billion\in unmet sewage treatment needs, including correction
ot comDxned=%torm and sanitary sewers. Adequate sewage treatment 
facilities are necessary to make our waters fishable and swimmable.

Spending for sewage treatment creates jobs and cleans up our 
waterways. According to a study done for the National Utility 
Contractors Association, hi 11 inn dollars of investment insewage treatment creates 57,400 jobil

SOLUTION:
* Short Term; Provide increased sewage treatment construction 

grant funding in FY93 Supplemental as part of Clinton-Gore 
Infrastructure program and revise Bush FY94 budget proposal.

* Long Term; Double size of sewage treatment construction 
grant appropriation to $5 billion in Clean Water Act 
reauthorization.
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w

IMPROVE REGUI.ATORT PERFORMANCE
COMBINED SEWER OVERFIiOWS (CSOs)-Combined sewer overflows 

(where storm and sanitary sewers are combined and overflow the sewer 
system when it rains) discharge 3-11 billion pounds of solids and 1- 
3 billion pounds of organic matter each year. These solids and 
organic matter contain raw sewage, urban runoff, pathogens, 
industrial waste, and floatables. Combined sewer overflows are 
responsible for closing shellfish beds, contaminating beach quality 
and polluting our beaches with garbage.

SOLUTION:
* Short Term: Initiate EPA rulemaking to establish discharge 

limits for CSOs to control floatables and protect sensitive aquatic 
areas such as shellfish beds from CSO discharges.

* Long Term: Establish EPA policy to encourage use of 
treatment construction grant funding for CSO projects.

sewage

n- TOXIC POT.T.TiTTnN-Hundreds of million of pounds of toxic
ipollutants are still discharged into the nation's waters and sewers, 

A polluting waters and sediments and contaminating sewage sludge. And
i y V this fails to include over'500 toxic chemicals~jand discharges from 

V,/ \ F-^^gral facilities and "‘numero]is_industries" not reported under the 
( y ' Ri^^^To'^^^TKnow pr“og3casrr ° "
V SOLUTION:

* Long Term: Support Lautenberg legislation to expand Right- 
To-Know program to include more toxic chemicals and more industries. 
Clinton-Gore environmental program calls for expansion of reporting 
information about toxic chemicals.

BEACH OUALITY-Beaches are affected by polluted water and and 
floatables washing ashore. Although only four states monitor their 
entire coasts and ten states monitor their beach waters 
infrequently, in 1991 U.S. ocean and bay beaches were closed or 
advisories were issued against swimming on more than 2,000 
occasions. And levels of protection vary from state to state.

SOLUTION:
* Long Term: Support Lautenberg Beaches Environmental 

Assessment and Closure Act to require states to monitor their 
beaches, to require EPA to establish a beach quality standard, 
to require states to notify swimmers when beach waters fail to 
achieve beach quality standards.

and

ENFORCEMENT-According to EPA, the rate of significant 
noncompliance for major dischargers (serving at least 10,000 people 
or discharging 1 million gallons per day) remained constant at 10% 
of clean water permits. 44% of sewage treatment facilities with 
approved local pretreatment programs are not in compliance with the 
requirements of the Act.
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SOLDTION:
* Short Term; Strengthen enforcement policy.
* Long Term; Support Lautenberg Clean Water Enforcement and 

Compliance Improvement Act to require EPA and the states which 
operate the Federal Clean Water program to toughen enforcement of 
the Clean Water Act by establishing mandatory minimum penalties for 
serious violations of clean water permits, require inspections of 
facilities found to be in significant noncompliance, and authorize 
sewage treatment facilities to inspect industrial facilities that 
discharge into public sewers.

ADDRESS NONPOINT SOURCE POLLUTION
Contaminated runoff from agricultural and urban areas, mining 

and forestry operations and industrial sites is today's most 
significant remaining cause of water quality problems. The 1987 
Clean Water Act authorized grants to states to develop nonpoint 
programs, but the Administration failed to support adequate funding 
for the program and state plans have suffered.

Solution:

* Short Term: Revise FY94 budget proposal to increase funding 
levels for ^onpoint source grants to statea-r^

*_ Long Term: Implement Clinton-Gore proposal to establish /-g^tandard^for sources of nonpoint pollution, providing incentives to 
^'prevent runoff and educating citizens to reduce their contribution 
to nonpoint source pollution (household chemicals, lawn products and 
pesticides.)



Frank R. Lautenberg
NEW JERSEY

MEMORANDUM

UNITED STATES SENATOR 
WASHINGTON, D.C. 20510

TO; Peter Knight 11/2/92
FROM; Eve Lubalin, Sen. Lautenberg

RE; Transition memos; Superfund, Clean Water Act,
Transportation

Per our discussion of last week, I am enclosing three 
transition memos on Superfund, Clean Water, and transportation 
issues. Senator Lautenberg may have given these to Governor Clinton 
last night, when he rode with him on the bus from the Meadowlands 
(Great rallyl!1) to Cherry Hill. I am not sure.

In talking with Senator Gore recently when he was in New 
Jersey, Senator Lautenberg indicated his special concern about 
Superfund, given Lautenberg's chairmanship, the salience of the 
program in New Jersey and the problems Superfund has endured under 
Reagan-Bush. New Jersey has the largest number of Superfund sites in 
the country. I hope we can work very closely with whomever will be 
handling this for the new Administration. Our staff is working 
intensively on Superfund reauthorization issues right now, and hopes 
to build a diverse coalition behind a Clinton-Lautenberg bill, 
perhaps early in the session to pre-empt the debate.

As you know, lobbying on revisions to Superfund already 
began in the last Congress. The new Administration has a strategic 
opportunity to really help shape this debate in concert with Senator 
Lautenberg and others in Hill and group leadership positions. Any 
public statements by the transition team could have a major impact 
on the debate, and I hope that signals from the new Administration 
regarding these highly controversial issues can be coordinated 
closely with the key Congressional Democratic players.

As you know, Seth Mones, Senator Lautenberg's Majority 
Counsel on the Environment and Public Works Committee, is available 
to assist in Transition efforts regarding Superfund. He's as strong 
as they come and we feel he could make an immediate and unique 
contribution to Superfund transition activities. I've enclosed his 
resume for you as well.

Enclosures

Not printed at government expense.



ENVIRONMENTAL 
DEFENSE FUND

MEMORANDUM

To: Gene Sperling
Sylvia Mathews
Will Ris
Jeremy Rosner

From: Bill Roberts, Legislative Director 
(202) 387-3500

Re: Infrastructure Proposal

Date: October 29, 1992

Ciiriial Olfu e
1875 Connecticut Avc„ N.W. 
Washincton. DC 20()(W 
(202)387-3500 
Fci.y: 202-2.U-h(m

We understand that you have been preparing a set of proposals to enhance the 
nation’s infrastructure, focusing on transportation systems, water investments, and new 
technologies. These proposals would be part of a multi-year stimulus package designed to 
rebuild America’s infrastructure to prepare for the 21st Century.

We want to bring to your attention EDF’s substantial interest in this effort. Along 
with many other environmental organizations, we have been developing a set of 
infrastructure proposals that would not only provide jobs, but improve the environment. 
These proposals represent the work of a lengthy, coordinated environmental community 
effort to define the key ingredients of an environmentally sound infra.structure package. 
These proposals build on our efforts in last year’s surface transportation legislation 
(Intermodal Surface Transportation Efficiency Act of 1991), our programs to control 
greenhouse gas emissions, and our efforts to improve energy efficiency.

Environmental considerations should be an important part of this package, because 
substantial spending on long term capital investments will have a lasting effect on the 
environment; either positive or negative. Spending on the wrong projects with the wrong 
incentives can inflict substantial harm on the environment, while sound projects linked to 
positive incentives can be a positive step forward in environmental protection.

While we are prepared to discuss specifics at your convenience, the environmental 
community, operating in the context of two large coalitions (the Climate Action Network 
(CAN) and the Surface Transportation Policy Project (STPP)) has developed the following 
key transportation concepts (proposals on water projects, high-tech infrastructure, and other 
investments are being developed):

1, Fully Fund ISTEA. ISTEA made major reforms in the way transportation 
investments are made in the U.S. by focusing on efficiency, productivity and 
environmental protection. A key first step should be providing the additional $5-7 billion

National Headquarters
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(212) .505-2100
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per year to fully fund both the highway and transit components of that program.

2. Invest in Ready-to-Go Repairs. Additional transportation investments should 
be restricted to repairing existing infrastructure. A major theme of ISTEA is that the 
nation must improve the performance of its existing capital investment before spending 
scarce resources on new transportation capacity. This "Repair and Rebuild" fund could be 
used to replace bus fleets, upgrade transit and commuter rail systems, repair deteriorating 
bridges and roads and could be expended almost immediately. However, it must be 
restricted to proiects that will not be used for new capacity (this important condition was 
part of ISTEA’s Interstate Maintenance Fundi.

3. Performance-Based Spending. Transportation funding not spent on ISTEA or 
repairs should be allocated among the states based on performance criteria. A chronic 
concern with infrastructure investments is "pork barrel" spending. A major reason pork 
spending continues is that there is no incentive to break the habit. However, we believe a 
simple reform could create a compelling incentive to avoid wasteful projects.

Currently, transportation funding is allocated to states whether or not those funds 
are well spent. Although repeated efforts have been made to tie these expenditures to 
planning requirements, the fact is that the funding apportionments continue unabated, 
whether or not the planning requirements are met. We propose a direct link between 
performance and a state’s annual funding level. Performance could be based on any 
nurnber of criteria, including vehicle miles of travel per capita and energy consumption per 
capita. If a state makes investments that further national goals (i.e., increased mobility, 
reduced energy consumption, reduced congestion), the state will automatically receive a 
greater share of federal funding. Failing to make sound investement (i.e., investing in 
dubious demonstration projects), results in a reduced federal share.

This concept of "performance-ba.sed" spending is not new. The Senate-passed 
version of ISTEA contained an amendment authored by Senator Lieberman (D-CT) and 
strongly supported by the environmental community that adjusted allocations based on 
changes in state vehicle miles of travel per capita. Unfortunately, the provision was 
dropped in the House-Senate Conference.

4. Intercity Rail. Looking to the future, it is clear that the nation must improve 
its existing passenger rail infrastructure and develop the groundwork for high speed rail.
As other transportation networks become increasingly congested, high speed rail and 
conventional passenger rail may offer an environmental and economical alternative to 
either expensive new highways or even more expensive new airports.

This list includes the key concepts we have developed. We are anxious to discuss 
these and other issues with you when it is convenient.
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DOE REPROGRAMMING & BUDGET REQUEST 1ADDITIONS

FY’93 FY’93 Revised FY’93 FY’94
Line-Item Appropriation Appropriation Additions Budget Request

ENERGY EFFICIENCY AND RENEWABLE ENERGY PRIORITIES

State & Local Assistance
Weatherization * 185.4 324.0 138.6 334.4
SECP* 15.5 45.0 29.5 46.4
Schools & Hospitals * 28.9 36.0 7.1 37.2
Program Direction 26.0 35.0 9.0 36.1

Partnership Grants 0.0 20.0 20.0 20.6
Natural Gas R.D & D (Util & Supply)** 179.9 243.0 63.1 250.0
Energy Information Administration

(New Programs From Energy Bill) 82.6 97.6 15.0 97.6
Energy Supply R & D

Solar Energy 202.8 252.8 50.0 325.0
Energy Efficiency R & D Programs

Buildings 53.2 65.2 12.0 93.2
Transportation 140.8 150.8 10.0 160.8
Industry 113.8 123.8 10.0 143.8
Utility 5.0 8.0 3.0 15.0

Federal Energy Management Program 4.6 20.5 15.9 29.9
District Heating & Cooling Promotion 0.0 3.0 3.0 3.0
Urban Consortium Energy Task Force 1.0 3.0 2.0 3.0
Policy & Mgmt (CE) 2.9 7.9 5.0 12.9
H.R. 776 Initiatives:
Efficiency & Renewables

Joint Ventures (efficiency & renewables) 0.0 250.0 250.0 250.0
Efficiency Exports 10.0 10.0 0.0 10.0
Buildings 0.0 10.0 10.0 20.0
Industry 0.0 11.5 11.5 11.5
Utility 0.0 2.0 2.0 5.0
Efficiency Grants 0.0 5.0 5.0 5.0
Renewable Grants 0.0 6.0 6.0 6.0
Tribal Assistance 0.0 30.0 30.0 30.0
Insular Assistance 0.0 2.0 2.0 2.0
Renewable Production Incentives 0.0 0.0 0.0 25.0
Renewable Tech. Transfer Program 0.0 100.0 100.0 100.0

NAS Subsidies Study 0.0 0.5 0.5 0.5
Vehicle Fleets and Alternative Fuels

School Bus Conversion Sec 410 0.0 25.0 25.0 25.0
Private Fleet Loans Sec 414 0.0 20.0 20.0 20.0
Electric Motor Vehicles Sec 611 0.0 5.0 5.0 5.0
Alt Fuels Incentive Grants Sec. 409 0.0 10.0 10.0 10.0

Total 1052.4 1922.6 870.2 2133.9

* If a Clinton jobs creation bill is submitted, these programs should be expanded to provide quick re-employment activities 
** Includes $47.3 million in DOD Appropriations



DOE REPROGRAMMING & BUDGET REQUEST
PROPOSED CUTS

FY’93 FY’93 Revised FY’93 FY’94
Line-Item Appropriation Appropriation Cuts Budget Request

REDEFINED PRIORITIES

Nuclear Energy R & D 311.4 161.4 -150.0 161.4
Fusion 339.7 264.7 -75.0 264.7
Super Coliider 517.0 367.0 -150.0 367.0
New Production Reactor 34.0 20.0 -14.0 20.0
Fossil Energy Research & Dev 421.9 421.9 421.9
Policy & Mgmt (Nuclear) 35.1 25.1 -10.0 25.1
Dept. Admin (Comptroller/CFO) 87.3 83.3 -4.0 83.3
Weapons Activities

Testing 419.4 196.4 -223.0 196.4
Production & Surveillance 2142.6 1792.6 -350.0 1792.6

Naval Reactors 807.0 700.0 -107.0 700.0
Nuclear Physics 309.1 209.1 -100.0 209.1

Total Change 5424.5 4241.5 -1183.0 4241.5

Net Deficit Reduction -312.8
-101.5 1



DOE REPROGRAMMING & BUDGET REQUEST

pySS Actual FT93 Proposed Additions FY’94
Proposed

State Assistance 256.8 463 206.2 477.7

R&D Programs 695.5 846.6 151.1 990.8

DOE Initiatives 90.1 126 35.9 140.4

Energy Bill 

Initiatives 10 487 477 525

TOTAL 1052.4 1922.6 870.2 2133.9
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ENERGY EFFICIENCY & RENEWABLE ENERGY

State Assistance

pyoa Actual FT93 Proposed Additions
FY’94

Proposed

Weatherization 185.4 324 138.6 334.4

SECP 15.5 45 29.5 46.4

Schools & 

Hospitals 28.9 36 7.1 37.2

Program
Direction

26 35 9 36.1

Urban
Consortium 1 3 2 3

Partnership
Grants

0 20 20 20.6



ENERGY EFFICIENCY & RENEWABLE ENERGY

R & D Programs

FT93 Actual FY’93 Proposed Additions
FY’94

Proposed

Natural Gas R,D 

&D
179.9 243 63.1 250

Energy Supply R 

&D
202.8 252.8 50 325

Efficiency R & D 312.8 347.8 35 412.8

DHC Promotion 0 3 3 3



ENERGY EFFICIENCY & RENEWABLE ENERGY

Departmental Initiatives

FTSS Actual FTSS Proposed Additions FY’94
Proposed

EIA 82.6 97.6 15 97.6

FEMP 4.6 20.5 15.9 29.9

Policy & Mgmt 

(CE) 2.9 7.9 5 12.9



ENERGY BILL INITIATIVES

Efficiency

FYSa Actual FT93 Proposed Additions
FT94

Proposed

Joint Ventures 0 125 125 125

Exports 10 10 0 10

Efficiency R & D 0 23.5 23.5 41.5

Grants 0 5 5 5



ENERGY BILL INITITATIVES

Renewables

Fy93 Actual FT93 Proposed Additions FT94
Proposed

Joint Ventures 0 125 125 125

Grants 0 6 6 6

Production
Incentives 0 0 0 25

Technology
Transfer 0 100 100 100



ENERGY BILL INITIATIVES

Other Activities

pyOS Actual FT93 Proposed Additions FT94
Proposed

Tribal
Assistance 0 25 25 25

Insular
Assistance 0 2 2 2

NAS Subsidies 

Study 0 0.5 0.5 0.5



ENERGY BILL INITIATIVES

Vehicle Fleets & Alternative Riels

Frga Actual FT93 Proposed Additions FY’94
Proposed

School Bus 

Conversion 0 25 25 25

Private Fleet 

Loans 0 20 20 20

Electric
Vehicles 0 5 5 5

FUels Incentive 

Grants 0 10 10 10



IMMEDIATE ACTION REQUIRED

OBJECTIVE;

QUESTION;

ANSWER;

RESULTS in FIRST 100-DAYS demonstrating that 
PRESIDENT CLINTON CAN GET THINGS DONE THAT MATTER 
TO THE AMERICAN PEOPLE.
What can be done in the FIRST 100-DAYS to 
demonstrate that ENVIRONMENTAL GOALS CAN BE 
ACHIEVED AT A PROFIT AND WHILE CREATING JOBS?

Utilize highly successful (and somewhat 
unconventional) programs at the EPA to implement 
campaign promises of improved energy efficiency and 
environment, increases in jobs, and support to U.S. 
businesses.

WHAT EPA'S VOLUNTARY "GREEN" PROGRAMS CAN DELIVER;

EPA's voluntary "Green" programs ^Administration with major press announcements during the first 10 
days. Announcements will focus on the overlapping '
energy efficiency, environment, and international competitivenes .

events will be largely carried out with Green program 
partners in the private sector or from state governments. Sample 

headlines:
Clinton Administration Announces Program with Major U.S. Businesses 

to Cut Building Energy-Use in Half: charter partners include
Boeing, American Express, Bell Atlantic, WalMart and Eli Lilly

Clinton Administration Launches Energy Efficiency Partnership with 

Top CEOs at Newly-Retrofit National Buildings Museum: voluntary
initiatives will save U.S. businesses over $5 billion on 
electric bills by year 2000 and create 100,000 new jobs

WHAT EPA'S VOLUNTARY "GREEN" PROGRAMS HAVE ALREADY DELIVERED;

o The basis for the U.S. to agree to the Climate Chan^ 
Convention in Rio, and the foundation for implementing its 

commitments
o Savings for consumers, environmental protection, flexibility 

and recognition for the business community;

Mobil Oil; "The Green Lights Program provides an ingenious 
wav to reduce pollution — and to do—it at a profit. Now 
that's a bright idea." (national public service announcement,
September 1992)



Wall Street Journal: "Energy-efficient computers will reach 
[the] market within a year, and the federal government — 
known more often for its bureaucracy than for inspiration — 
deserves the credit." (August 25, 1992)

Texaco: "We at Texaco believe EPA's voluntary Green Lights 
program is an excellent example of a government and private 
sector partnership — working together to find innovative, 
cost-effective ways to protect the environment and conserve 
our natural resources." (June 1992)

WHAT ARE THE SPECIFICS OF EPA'S VOLUNTARY "GREEN" PROGRAMS:

Green Lights:

reen

Over 650 U.S. corporations, state governments, 
universities and hospitals have agreed to 
upgrade over 3 billion sguare feet of 
commercial and industrial space with 
energy efficient lighting within the next 
5 years. Between 50 and 70% of the energy 
used—and associated pollution—will be 
eliminated at profits in excess of 25% 
rate of return on capital.

FULLY IMPLEMENTED, GREEN LIGHTS COULD:

o SAVE THE U.S. $20 BILLION PER YEAR IN ELECTRICITY BILLS;

O PREVENT OVER $70 BILLION OF POWER PLANT EXPENDITURES,
FREEING THOSE RESOURCES UP FOR JOB-CREATING INVESTMENTS 
THAT INCREASE U.S. COMPETITIVENESS;

WITHOUT DRAINING THE FEDERAL TREASURY OR ADDING TO THE DEFICIT

Energy Star Computers: Positive product identification by the EPA
gives manufacturers an incentive to develop and market efficient 
products. Since its inception in June 1992, Energy Star Computers 
has signed up 50% of U.S. personal computer makers and 85% of 
U.S. chip makers. These companies have agreed to manufacture and 
market computers that will save 75% of the energy used by these

machines. [After the Energy Star Program 
was launched, one of the charter partners 
was congratulated for its commitment and 
asked by a representative of the 
environmental community, "When did you 
start thinking about energy efficiency?" 
and the manufacturer replied (somewhat 
sheepishly), "When EPA approached us 
about it several months ago."]EPA POLLUTION PREVENTER

FULLY IMPLEMENTED, ENERGY STAR COULD SAVE ENERGY AND PREVENT 
POLLUTION EQUIVALENT TO 5 MILLION CARS WITH NO INCREASE TO 
CONSUMER COST OF THE COMPUTERS FREEING UP RESOURCES FOR 
INVESTMENT, JOB CREATION AND INCREASING U.S. COMPETITIVENESS.



Golden Carrot Refrigerators: Organized in collaboration with
utilities and non-

!
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300 kWh saved 
per year leads to

■ Eiecincfty bill 
reduaions $500

■ CO2 reojCtiors 
Over 9000 IDS

government organizations, the "Golden 
Carrot" Super Efficient Refrigerators 
Program is a contest that will award $30 
million (in the form of utility rebates) 
to a refrigerator manufacturer for 
commercialization of a new model that 
uses less than half of the electricity of 
any refrigerator available today.

FULLY IMPLEMENTED, GOLDEN CARROT COULD SAVE $7.5 BILLION PER 
YEAR — AND AMERICA CAN LEAD THE WORLD IN THIS TECHNOLOGY!

WHO DEVELOPED THE GREEN PROGRAMS:

EPA's Office of Atmospheric Programs, also responsible for the 
successful Montreal Protocol negotiations and Clean Air Act 
implementation for stratospheric ozone and acid rain, developed the 
Green programs has identified dozens more opportunities ready for 
action, as resources permit.

WHAT ACTION BY PRESIDENT CLINTON IS NEEDED FOR 1ST 100-DAY SUCCESS?

1) Issue a White House Directive to:

a) designate the lead to EPA's Office of Atmospheric 
Programs for the domestic and international 
strategies to profitably comply with the Rio 
agreement on climate change; and

b) reorganize 50 people from other staffs currently 
working on related issues, and reprogram 0.33 % of 
EPA's resources (an additional 50 people from other 
program areas within EPA and $25 million).

Plan for a Presidentiallv chaired meeting / dinner of 
between 500-1000 CEOs, University presidents, etc. to win 
agreement to support these programs and commit to 
profitable expenditures to immediately create jobs and 
investments. Components include:

a) a presentation made by EPA to potential partners at 
senior management levels

b) an enlistment of CEOs and others from the existing 
650 Green Program participants to help sell their 
counterparts in other areas to join, along with a 
pledge to accelerate efforts



c) the development of a major exhibit in Washington, 
D.C. for demonstrating technologies

d) the participation of the President and/or Vice 
President in an evening in which the Administration 
demonstrates its commitment to job-producing 
investments that create partnerships minimizing 
bureaucracy and using market forces to profitably 
produce pollution

THIS ACTION CAN BE A SIGNIFICANT STEP IN DEMONSTRATING THE 
LEGITIMACY OF THE ADMINISTRATION AND FEDERAL GOVERNMENT AS A 
PARTNER IN SOLVING THE ACUTE AND LONG TERM PROBLEMS FACING THE U.S. 
IN A MANNER THAT DOES NOT ADD TO THE DEFICIT AND WHICH ENHANCES THE 
FREEDOM AND FLEXIBILITY OF THE PRIVATE SECTOR TO MAKE DECISIONS



Issue Seven: "Are there any high-visibility new programs that might provide jobs, an 
opporturuty for young people to serve their country, and help develop environmental 
infrastructure all at the same time?"

Background: Governor Clinton has talked about ways to involve young people in 
service to this country, either as an alternative to military service or as a way of paying 
back student loarrs for college education. At the same time, the infrastructure of the 
nation is crumbling and the natural resource base has suffered from neglect over the 
past decade or more.

Opportunity: An Environmental Service Corps would provide a high-visibility 
program to involve young people in conservation work. By its nature, it could engage 
both government investment and private and corporate contributions, cooperation and 
partnerships.

Proposal: The Environmental Service Corps should incorporate the existing small 
Job Corps and the Youth Conservation Corps programs, or it might replace them 
altogether. It should be designed and described as a results-oriented, investment-based 
program, empowering the young people who are part of it with job skills and 
experience, while rebuilding the natural infrastructure of the country. Environmental 
Service Corps members would work on environmental protection, clean-up and 
restoration projects in recreation areas, in the National Parks and Forests, in wildlife 
refuges, on Corps of Engineers environmental restoration projects (such as in the 
Everglades), and along shorelines and riversides.

What It Would Take to Accomplish: This initiative would require legislation and 
funding. An early start could be made by pledging to develop a proposal within, say, 
100 days to be introduced as legislation. (In that cormection, it is well to remember that 
it only took Franklin Delano Roosevelt's New Dealers and Congress a little over two 
weeks to conceive, structure, and pass the legislation that created the Civilian 
Conservation Corps of 1933.)

Timetable: This could be mentioned early in the new Administration, and then 
put in a jobs-related economic package.

"Bumper Sticker" Description: National Service for the American Commuruty.



to combine protection of unique ecological treasures with programs to create jobs for a 
diverse workforce. The "summit" process could serve as a model for addressing similar 
economic transition issues in other parts of the United States.

Proposal: Appoint a senior administration official to oversee an inter-agency task 
force dealing with Northwest "rural community" and "forestry" (not just "timber") 
issues. Working groups reporting to the Task Force should include forest and fish 
science; regional and community economic development; endangered species; timber 
supply and demand; trade and export issues. Task Force members should be federal 
agency officials. Working group members should be chosen for national stature in 
scientific, technical, and economic areas. Working group representation should not be 
Ihnited to the Pacific Northwest.

The goal of the Task Force should be to develop an overall Admirustration plan 
and strategy. To the extent possible, the Administration's plan should be implemented 
through administrative action (e.g., by the U.S. Forest Service and the Bureau of Land 
Management); portions of the plan would undoubtedly have to be submitted to 
Congress as well, but the plan should not (and need not) wait for Congressional 
approval to be put in place.

What It Would Take to Accomplish: This "summit" could be convened by the 
President without legislative authority.

Timetable: This could be done at any time the President wished to start the
process.

"Bumper Sticker" Description: Jobs Don't Grow On Stumps.

Issue Four: "What are the quickest, most dramatic ways to save sigi\ificant amounts 
of taxpayer money and help the environment at the same time?"

Background: The government is wasting hundreds of millions of dollars of 
taxpayer money and decimating wildlife in the process by subsidizing logging and 
mining on public lands. In the last 12 years, the goverrunent lost $3.5 billion in below- 
cost sales of timber from national forests. In 1991, 100 of our 120 national forests lost 
money selling timber, a total taxpayer loss of about $250 million. Losses from the 1872 
Mining Law, which allows mining companies to buy federal land for less than $5 per 
acre and pay no royalties or reclamation fees, are even greater. In the 1980s alone, the 
U.S. Treasury has been deprived of nearly $4 billion in mining royalties (based on a 
recommended rate of 12.5 percent, which is the royalty paid through federal oil and gas 
leases). Taxpayers pay a second cost as well, the damage done to streams, soil, scenery, 
wildlife and other parts of our environment. The federal government is running up



fiscal and environmental debts that threaten to overwhelm our children.

Opportunity: Shave off hundreds of millions of dollars from the national debt 
each year; safeguard the public's national forests and other valued lands; and show 
Americans that a Clinton presidency will hold the public interest above special 
interests. There is an additional opportunity — use the savings generated from the 
reforms we suggest below to help timber and mining towns escape the boom-and 
(mostly) bust cycles that doom them to unsustainable and unstable futures.

Proposal: The Administration can phase out below-cost timber sales by requiring 
that timber sold from Federal lands must meet a "minimum bid" that covers the 
government's costs of the sale (including building of logging roads and paying for 
administrative costs). This can be accomplished through Forest Service regulations 
and/or through the annual budget and appropriations process. Alternatively, the new 
Administration could seek to reintroduce the bills introduced during the 102nd 
Congress by Senator Wyche Fowler (D-Georgia) and Representative Jim Jontz (D- 
Indiana) to phase out below cost timber sales over a period of five years.

For mining, the Administration should: (a) Send mining law reform legislation 
to Congress that will ensure a fair return to the taxpayers and protect America's 
environment; (b) issue new draft regulations for bonding requirements to cover the full 
cost of restoring mining areas on public lands and requiring stiff penalties for violators; 
and (c) announce a new jobs initiative, as part of the Environmental Service Corps, to j I 
clean up toxic and unsafe abandoned mines identified in the Western Governor's task f j 
force report (See Issue Seven, below). I

Income from mining royalties could also be directed towad environmental clean­
up and restoration, providing jobs in Western rural communities.

VJhat It Would Take to Accomplish: To change the current system of subsidies in 
mining will require action by Congress; for below-cost or subsidized clearcutting, the 
President can request the Office of Management and Budget to work with the U.S.
Forest Service (Department of Agriculture) to provide for appropriate regulations.

Timetable: This could be announced immediately or in the context of a general 
environmental message following the inauguration.

"Bumper Sticker" Description: The Taxpayers Deserve A Fair Price Too!
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SUGGESTIONS ON FIRST 100 DAYS AGENDA

1. Invigorate CEO — Give it a leading role in formulating 
environmental policy for the President. Increase CEQ staff and 
upgrade its resources.

2. National Accounts — Direct CEQ to launch interagency effort 
to develop measures of societal welfare to supplement Gross 
Domestic Product. Before first term is over, these measures 
should be in place and the President should educate the press and 
public on their importance. This could accompany a move to 
analyze the budget in terms of "operating" and "capital" budgets.

3. C02 Reductions — Aggressively pursue the stabilization goal 
for 2000. Revise, update, and publicize the U.S. plan. Pressure 
allies to do same and give specifics.

4. FY94 Budget — Clinton/Gore could redirect spending in many 
ways to benefit the environment.

Decrease R&D spending on the SSC ($2 - $3 billion over 5 
years) and decrease spending on Space Station ($10 billion 
over 5 years). Increase spending on environmental R&D, 
Mission to Planet Earth, etc.

Decrease spending on clean coal technology demonstrations 
($300 million over 5 years)

Decrease spending resulting from below-cost timber sales 
($230 million loss over 5 years)

5. Superfund Reform — Reduce spending on Superfund could come 
from de-emphasizing permanent clean-up and emphasizing 
containment and land-use control, while achieving the same level 
of health and environmental protection. Almost $2.6 billion over 
5 years could be freed up for other purposes (e.g., Everglades 
restoration. Youth Conservation Corps, etc.).



OBJECTIVE:

odestion:

AKSWER:

TU^Rt>TATE ACTION REQUlRgP

PK^ULTS in FIRST 100-DAYS demonstrating thatSdest SliSon cm get things done that mattes
TO THE AMERICAN PEOPLE.
What can he done in the FIRST 100-DAYS to 
demonstrate that ENVIRONMENTAL GOALS CAN BE
achi^ed at a profit and while creating jobs.
Dtiliae highly successful (and somewhat 
unconventional) programs at the EPA to impleiaent 
campaign promises of improved energy emcien^ and 
«jivirt>nment, increases in jobs^ and support to U.S. 
businesses.

what BPA'S VOLUNTARY "GREEN” PROGRAMS CAN DELIVER:

EPA's voluntary "Green" programs can provide ^

trtlf "wTn‘"be^~ely with°""rU progr..
partners in the private sector or from state governments. Sample 

headlines;
Clinton Administration Announces Program with Major U.S. Businesses 
to Cut Building Energy-Use in Half: cn^t^r partners include
Boeing, American Express, Bell Atlantic, WalMart and Ell Li y

ainton Administration Launches Energy Efficiency Partnership with 

Top CEOs at Newly-Retrofit National Buildings Museum: voluntary
initiatives will save u.S. businesses
electric bills by year 2000 and create 100,000 new jobs

WHAT EPA'S VOLUNTARY "GREEN" PROGRAMS EAVE ALREADY DELIVERED:

ft The basis for the U.S. to agree to the climate change 
Convention in Rio, and the foundation for implementing its
commitments

o savings for consumers, environmental protection, flexibility 
and recognition for the business community:

Mobil Oil: "The Green Lights Program provides an

September 1992)



a'ySy’tnd'toT^ederargoveinmenr- 

o£«n f.r Hts bu^aucracy than for rnsprration - 
deserves the credit.*' (August 25, 1992)
Texaco* "We at Texsco believe EPA's voluntary Green Lights 
program is an excellent example of a government private
sector partnership — working together to find innovativ , 
«st-aff“tiv» way= to protect the environment and conserve 

our natural resources." (June 1992)
san Francisco chronicles "The prize being offered by 23 of the
nSion's largest power dispenser [for a
refrigerator] makes excellent business sense. (July 9, 1992)

what are the specifics op EPA’S VOLUKTARy •'GREEN** PROGRAMS;

Green Lights;

^Lights
fully implemented.

over 650 U.S. corporations, state governments, 
universities and hospitals have agreed to 
upgrade over 3 billion square feet of 
commercial and industrial space with 
energy efficient lighting within the next 
5 years. Between 50 and 70% of the energy 
used—and associated pollution will be 
eliminated at profits in excess of 25% 
rate of return on capital.

green lights coold;
o SAVE THE U.S, $20 BILLION PER YEAR IN ELECTRICITY BILLS;

O PREVENT OVER $70 BILLION OP ®*?^|tSeNTS
freeing those resources up for JOB-CREATING INVESTMENTS
THAT INCREASE U.S. COMPETITIVENESS;

WITHOUT DRAINING THE FEDERAL TREASURY OR ADDING TO THE DEFICIT

Energy star computers: Positive productqives^manufacturers'an incentive to develop and market effi

rs. .ho.o oompanus -4-n^P;yT/erbr^^^^^^
machines, fAfter the Energy Star Program 
was launched, one of the charter partners 
was congratulated for its commitment an 
asked by a representative Of the 
environmental community, "When did you 
start thinking about energy and the manufacturer replied (somewhat 
sheepishly), "When EPA approached us 
about it several months ago."]

M « ky « m

market computers that

“epaTollution preventer



Goiaen carrot Rofrigar.tora i ‘’°^he"°"coiaan
Utilities and non- ^overnjent^^organisation^.

Program is a contest that will award S 
SSUKb million (in the form of utility rotates)

to a refrigerator manufacturer for 
oommercialization of a new model that 
uses less than half of the electricity uC 

----  any refrigerator available today.
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fully ikplemented, golden carrot could save $7.5
year — AND AMERICA CAN LEAD THE WORLD IN THIS TECHNOLOGY.

WHO DEVELOPED THE GREEN PROGRAMSi
KPh's Office of Atmospheric Program, ?luo responsible for the
^Ufffessful Montreal Protocol n^otiations and _ Clean
implementation for stratospheric ozone and for
Green programs has identified dozens more opportunities reaay lor
action, AS r^souracs permit.

WHAT ACTION BY PRESIDENT CLINTON IS NEEDED FOR 1ST 100-DAY SUCCESS?

1) Issue a White House Directly^ to:

a) designate the lead to EPA’s office of
KKes^^o r/ofU-r
agreement on climate change; and

b) reorganize 50 people from other staffs
worKing on related issues, and
EPA’s reaouroee (an additional 50 people from other 
program areas within EPA and $25 million).

Plan for a president!allv chaired meeting I dinyr offSeeTsoO-lOOO CEOS, University presidents et£^win
aareement to support these programs and commit to p?o?UaSL expenditures to immediately create Dobs and 

investments. Components include:
a) a presentation made by EPA to potential partners at 

senior management levels



C)

pledge to accelerate efforts
the development of a major exhibit in Washington,
D.C, foi demonstrating technologies

d) the participation of the President and/or Vice 
PrLldent in an evening in which the Administration Smlns?ratis its colnmitment ^o 

investments that createbureaucracy and using market forces to profitably 

product pollut.ion
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this administration and federal government as a



THE • NATHAN ■ CUMMINGS • FOUNDATION

Z 1Z 

Cm 5U,' D.S'

885 THIRD AVENUE • SUITE 3160 • NEW Y0RK|/NEW YORK 10022 • 212.230.3377



THE-NATHAN-CUMMINGS-FOUNDATION

2 November 1992

Senator A1 Gore
393 Russell Senate Office Building 
Washington, DC 20510

Dear Al:

When you read this you'll be Vice President-elect, with more than you can 
handle from a thousand and one importunings. This one is about policy, no 
resume attached. My only claim to your attention is as a fellow traveller with 
some shared enthusiasms, fortunate enough to have crossed paths a number 
of times since you and I stood next to each other and grilled a luckless George 
Romney when he ran for President in early 1968.

My plea to you now is about federal transportation policy. You have always 
argued that economic development and environmental protection are 
complementary, not antithetical. I am worried - on the basis of summaries 
of infrastructure initiatives that the new administration will consider - that 
your point of view is under-represented when it comes to transportation 
spending.

As you know, the 1991 surface transportation bill provides a relatively easy 
way to make quick and large capital investments that could jump-start the 
economy and generate good-w.age jobs. The plan I've seen (called 
"Rebuilding America") relies on transportation projects for its biggest hits, 
particularly in 1993 and 1994. The plan by no means ignores environmental 
investments - your High Performance Computing and Communications 
Initiative is alluded to frequently - but generally describes those investments 
as "futuristic". They are treated as if they lie over there somewhere, not 
integrated into the strategy from the get-go. And therein the danger, I believe.

A crucial provision of the surface transportation bill is that expenditures 
must not delay compliance with the Clean Air Act Amendments of 1990. 
One hundred metropolitan areas are out of compliance. In most of those 
areas, it will be impossible to build or expand highways without worsening 
air pollution. Fortunately, the new law allows the states to allocate funds on

885 THIRD AVENUE • SUITE 3160 • NEW YORK, NEW YORK 10022 • 212.230.3377



a variety of transportation strategies, not just new highways. But when plans 
to spend transportation money in 1993 and 1994 are based on "off the shelf, 
ready-to-go" projects, you can be pretty sure that most of those projects will be 
business-as-usual road building and that many of them will exacerbate non- 

compliance problems.

What worries me is that there might develop a conflict between 
environmentalists and infrastructure enthusiasts. TT^at would be a shame. 
In fact, there are lots of ways to invest funds in transportation projects that 
don't degrade air quality (mass transit, inter-city rail, bikepaths, multi­
passenger lanes). But it's also clear that we're going to need your strong 
leadership in Washington to help see to it that the state departments of 
transportation actually incorporate them into their plans. The Bush 
Administration hasn't helped matters by delaying regulations and winking at 
non-compliance on clean air; a fresh and emphatic change in direction is 

required.

There are thousands of opportunities to spend transportation money in 1993 
without bumping up against the Clean Air Act. Bridges are in disrepair and 
roads need new surfaces and median dividers. But I do believe that now is 
not too early to ensure that the first great public-works initiative of the 
Clinton Administration incorporates a general environmental perspective 
that informs each of the particular projects it foments. The best strategy, I 
think, is simply to enforce good but untried recent laws already on the books. 
Strict observance of the clean air/surface transportation link won't retard 
public investment, but it will pay high dividends for our kids.

Congratulations on tomorrow's results and the very best wishes for the times 

to come.

Yours,

! \l

Conn Nugenv 
Environment Program Director



MEMORANDUM

TO: Katie McGinty

FROM:
Roger Dower'^^^

Rafe Pomerancey
/\

DATE: November 5, 1992

Enclosed are a number of ideas along the lines we discussed at Monday’s meeting. All the 
ideas could fit into the overall economic focus of the new administration. Here is the basic 

outline:

1) Revenue and Spending Initiatives - These are programs that either raise revenues 
through pollution taxes or cut spending on programs that are environmentally damaging. 
Revenues would be available for Clinton/Gore expenditures or Qinton/Gore deficit 
reduction.

2) Technology and Trade Initiatives - These include ideas for promoting the export and 
commercialization of green technologies. Suggestions are also made for policy changes which 
could improve the environmental performance of agriculture and reduce federal spending.

3) Investment Initiative - This is a suggestion that is already much talked about ... an 
investment tax credit which should spur the more widespread use of cleaner and more 
efficient technologies.

4) EPA’s green programs and energy efficiency- This is a proposal that we have talked 
about before to give greater visibility and resources to energy efficiency and the green 
programs. It is coupled with the suggestion for a major White House event/speech early 
on in which the users, mainly the business community, are heavily involved. Fits very well 
into the campaign commitments.

5) A few names to pass along for DOT from David Burwell.

6) I assume you have received "screening ideas" from Bill Roberts for infrastructure and 
material on Civilian Conservation Corps from Brooks. Remember that we also need a 
"green screen" on water related infrastructure as well.



REVENUE AND SPENDING INITIATIVES

A. Design and implement a Green Fees ^stem - The potential targets for 
pollution taxes are wide-ranging. From the Federal perspective, broad-based charges on 
energy production or consumption (i.e. gasoline tax, Btu tax, fossil-fuel carbon tax) will 
provide the largest source of revenues. It is important, however, that any energy tax be 
designed to achieve environmental gains as well as revenues. A carbon tax, for example, 
is a cost-effective way to reduce carbon dioxide emissions. Even a small carbon tax ($10 

ton) could raise over $10 billion per year. Other federal pollution taxes might include a 
tax on fertilizers and pesticides to reduce non-point source pollution and a charge on 
toxic air and water emissions as reported under the Toxic Release Inventory.

For the long-run, the Administration should direct the Department of Treasury to 
work with the U.S. Environmental Protection Agency to develop federal pollution tax and 
other green fee programs that could be used to pay for existing or new programs or to 
contribute to deficit reduction. These fees, properly designed, would be far superior to 

other new tax alternatives.

B. Refomi farm income support programs -- Because government support is tied 
to production, in recent years the 5 percent of farmers with the largest farms received 
more than 40 percent of all direct income support, while the large majority, over 70 
percent, received just 15 percent of the funds. Direct income support programs should 
be divorced fi*om commodity production and linked instead to financial need and sound 
management practices. Means tests and much lower payment caps should be set to 
significantly lower the budget costs of the program and to make sure available funds go 
to those who need them most.

C. Charge market value for minerals produced on public lands - Hardrock 
mining on public lands remains subject to the Mining Law of 1872, which allows 
claimants to obtain rights to mineral exploitation - without payment of royalties - at a 
nominal cost of $2.50 to $5.00 per acre. The patenting of land rights under this law also 
allows private parties to obtain land at a small fi-action of its market value. This federal 
largesse toward the mining industry contrasts sharply with the government’s treatment of 
its petroleum and gas resources, which are leased to private developers on the basis of 
competitive bids and which generate substantial royalties and other revenue payments.

D. Charge market values of water produced on public lands - Irrigation water 
supplied by Bureau of Reclamation projects is heavily subsidized. The average subsidy 
on 140 of the Bureau’s operating projects is an estimated 83 percent of full project costs, 
£Uid the subsidy on projects under construction is likely to range from 92 to 98 percent.



The value of this subsidy exceeds $1 billion per year, over $35 per acre-foot of water, and 
fewer than 6 percent of farmers gamer over half the total benefits. Moreover, this 
subsidy is strictly for the cost of the storage and delivery facilities. The water itself, for 
which favored fanners pay essentially nothing, is worth hundreds of dollars per acre foot 
to alternative municipal and industrial users. Reforming existing and new contracts for 
federal water to change its full cost is one option for increasing federal revenues.

E. Change the market values of timber resources produced on public lands - 
Most of the Forest Service domain is unsuitable for commercial timber harvest. But 
timber operations have actually increased in many forests, where they consistently 
generate less in revenues than cost to the government of growing and selling the timber. 
The subsidy implicit in below-cost timber sales has been estimated at approximately $400 

million per year.

F. Eliminate the excess-of-percentage-over*cost-depreciation rule governing 
mineral extraction activities -- Current law allows independent oil and gets producers, 
hardrock mining companies, and some other enterprises that extract non-renewable 
resources to deduct certain percentages of gross revenues from taxable income as 
depletion allowances. Over time, these depletion allowances may exceed the cost of the 
enterprises’ investments in the development and extraction of the resource, thereby 
exceeding the depreciation allowances investors in other industries receive. The excess- 
of-percentage-over-costs-depletion rule gives extractive industries a large subsidy that they 
can then use to raise returns to investors, increase production, stimulate mining and other 
extractive activities that have heavy local and regional environmental impacts, and 
discourage recycling and reuse.

G. Reduce subsidies provided by the rural electrification administration (Feb 
1992). Eliminating the interest rate subsidy on direct loans, by raising rates to reflect the 
government’s cost of borrowing for debt of comparable maturity, would save about $30 
million in 1993 and $575 million over a 5-year period. These savings would be realized 
only in the event that loan amounts are not increased dramatically -- to a point at which 
defaults become more likely. (There have been very few defaults on REA 5 percent 
loans and RTB loans.)

Charging a fee of 1 percent on the amount of new loan guarantees provided by 
REA probably would be sufficient to cover the risk of defaults on such guarantees. The 
Congress could thereby avoid providing some $80 million in subsidy appropriations over 
the 1993-1997 period. Savings on outlays over that period would be about $15 million.



H. Improve pricing for recreational uses of public lands ~ Most publicly held 
lands are available for a wide-range of recreational uses. The Federal government 
expends hundreds of millions of dollars annually to support these uses by providing 
campsites, recreational facilities and other benefits. While some locations charge visitor 
fees, these are rarely high enough to cover the direct government expenses. Further, 
actual fees charged are likely to be substantially below the economic value of the visit. 
Raising the recreational fees on public lands could help cover government costs on these 
lands, reduce overcrowding at very popular parks and facilities and more rationally 
allocate public land uses. Even moderate fees, at selected facilities, could raise over $150 

million per year.

TECHNOLOGY AND TRADE INITIATIVES

A. Redirect civilian R&D programs - Direct that the most important civilian 
R&D programs, the Advanced Technology Program, the National Manufacturing Centers 
Program, the National Science Foundation Engineering Research Centers, refocus their 
budget priorities to allocate 10% of their funds to environmental technology. Increased 
funding would provide an immediate focus and emphasis on environmental technologies 
in these key research programs.

B. Establish an environmental technology export assistance initiative - 
Legislation should be passed along the lines of the Biden, Wirth, Gore bill to promote 
and assist the export of environmental technologies. This initiative would designate a 
lead agency to coordinate among the major federal agencies; would designate and locate 
environmental market specialists in U.S. service abroad; would coordinate development 
of export promotion programs; and would provide assistance to small and medium firms 
in exporting environmental technologies and services.

C. Reorient the National Laboratories -- The substantial resources of the federal 
laboratories, comprising about one-sixth of the nation’s technical personnel, could be key 
to the development of environmentally critical, energy efficient technologies. This is not 
so much a question of resources as of priority-setting and reorientation of mission. The 
initiative would also focus on increasing the commercial relevancy of more of the 
laboratories’ activities especially through cooperative agreements with the private sector.

D. Eliminate trade barriers and agricultural production subsidies in such 
international forums such as GATT ~ Structural adjustments worldwide would be made 
easier if the European Community and Japan also reduced large producer subsidies, and 
if they opened their agricultural markets and stopped dumping surplus production on 
world markets. Such changes would reduce the burdens on taxpayers and consumers in



these prcxlucing countries, and the resulting increase in world commodity prices would 
boost incomes for U.S. fanners and help them compete in world markets, thus reducing 
the fiscal costs of needs-based federal income support programs.

E. Develop natural resource accounts for the U.S. economy - Federal agencies 
should use natural resource accounting methods when they measure the agriculture 
income or analyze economic policy. For example, current indicators of agricultural 
income do not recognize the depreciation of natural resources. Farmers and economists 
make allowances for the depreciation of buildings and machinery, knowing that future 
income will fall if these assets are not maintained or replaced. But no similar allowance 
is made for wear and tear on our most valuable agricultural assets - such natural 
resources as soil, water, and insect predators. Especially critical for agricultural policy 
reform is the inclusion of natural resource accounting methodologies in: economic 
evaluations of USDA’s policies and agricultural research, the national economic policy 
models used and developed by such agencies as the Economic Research Service, and the 
Soil Conservation Service’s appraisal of the U.S. natural resource base under the Soil and 
Water Conservation Act.

INVESTMENT INITIATIVE

A. Stimulate investment in new technologies - The replacement of 
environmentally burdensome processes and products can be accelerated through carefully 
structured tax incentives that would encourage business investment in new technologies. 
Investment and R&D tax credits should be crafted with this goal in mind. Moreover, 
economic and market initiatives that charge the full costs of pollution and energy 
inefficiencies would provide long-term incentives for investment in clean technologies.
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IMMED_IAyE ACTIOM ftTgOTilRED

OBJECTIVE!

ANSWER;

RESULTS In FIRST lOO-DAYS demonstrating that 
PRESIDENT CLINTON CAN GET THINGS DONE THAT MATTER 
TO THE AMERICAN PEOPLE.

What can be done in the FIRST lOQ-DMS to 
demonstrate that ENVIRONMENTAL goals can be 
achieved at a profit AND WHILE CREATING JOBS?

Utilize highly successful (and somewhat 
unconventional) programs at the EPA to implement 
campaign promises of improved energy efficiency and 
environment, increases in jobs, and support to 0,S.
hUSinesEGB.

WHAT ERA'S VOLUNTARY "GREEN" PROGRAMS CAN DELIVER;

EPA's voluntary '‘Green" programs can provide the Clinton 
Administration with major press announcements during the first lOO- 
days. Announcements will focus on the overlapping areas of jobs 
energy efficiency, environment, and international competitiveness! 
Press events will be ^arg^ly carried out with Green program
headlinesprivate'sector or from state governments. Sample

Clinton Administration Announces Program with Major U,S, Businesses 
to Cut Building Energy-Use in Half: charter partners incina^
Boeing, American Express, Bell Atlantic^ WalHart and Eli Lilly

Clinton Administration Launches Energy Efficiency Partnership with 

Top CEOs at Newly-Retrofit National Buildings Museum: voluntary
initiatives will save O.S. businesses over $5 bininn an 
electric bills by year 2000 and create 100,000 new jobs

WHAT EPA'S VOLUNTARY "GREEN” PROGRAMS HAVE ALREADY DELIVERED:

o The basis for the u.a. to agree to the
.-GhVShtion in Rio, and the foundation for implementing its 
commitments

° for consunsrs, envlroamsiital protection, flexibility
and recognition for the business community:

Green Lights Program provides an ingenious 
.. reduce pollution — .aD.d_. to do it at a Drofit. Now
Se|L^ir*’V99^ announoonont,
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wall street Journal: *'Energy-efficient compiit-.f^rs will reach 
[the] market within a year, and the federal government — 
known more often for its bureaucracy than for inspiration — 
deserves the credit." (August 25, 1992)

Texaco*. "We at Texaco believe EPA's voluntary Green Lights 
program is an excellent example of a government and private 
sector partnership — working together to find innovative, 
cost-effective ways to protect the environment and conserve 
our natural resources." (June 1992)

San Francisco chronicle: "The prize being offered by 23 of the 
nation's largest power dispenser [for a super-efficient 
refrigerator] makes excellent business sense." (July 9, 1992)

WHAT ARE THE SPECIFICS OF EPA'S VOLUNTARY "GREEN" PROGRAMS:

Green Lights: Over 650 U.S. corporations, state governments,
universities and hospitals have agreed to 
upgrade over 3 billion square feet of 
commercial and industrial space with 
energy efficient lighting within the next 
5 years. Between 50 and 70% of the energy 
used—and associated pollution--will be 
eliminated at profits in excess of 25% 
rate of return on capital,

TED, GREEN LIGHTS COULD:

o SAVE THE U.fl. $20 BILLION PER YEAR IN ELECTRICITY BILLS;

o PREVENT OVER $70 BILLION OF POWER PLANT EXPENDITURES,
FREEING THOSE RESOURCES UP FOR JOD-CREATINO INVESTMENTS 
THAT INCREASE U.8. COMPETITIVENESS;

WITHOUT DRAINING THE FEDERAL TREASURY OR ADDING TO THE DEFICIT

Energy Star Computers: Positive product identification by the EPA
gives manufacturers an incentive to develop and market efficient 
products. Since its inception in June 1992, Energy Star Computers 
has signed up 50% of U.s. personal computer makers and 85% of 
u.s. chip makers. These companies have agreed to manufacture and 
market computers that will save 75% of the energy used by these

machines, [After the Energy star Program 
was launched, one of the charter partners 

/ A\ congratulated for its commitment and
/ /\\ asked by a representative of the
/ environmental community, "When did you
/ C start thinking about energy efficiency?"

V ?!manufacturer replied (somewhat
------------------ sheepishly), "when epa approached us
* EPA POLLUTION PREVENTER about it several months ago,"]
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FULLY IMPLEMENTED, ENERGY STAR COULD SAVE ENERGY AND PREVENT 
POLLUTION EQUIVALENT TO 5 MILLION CARS WITH NO INCREASE TO 
CONSUMER COST OF THE COMPUTERS FREEING UP RESOURCES FOR 
INVESTMENT, JOB CREATION AND INCREASING U.6. COMPETITIVENESS.

Golden carrot Refrigerators: Organized in collaboration with
utilities and
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7KOCP AM 7KC

300 kWh tiv«d 
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non- government organisations, the "Golden 
Carrot" Super Efficient Refrigerators 
Program is a contest that will award $30 
million (in the form of utility rebates) 
to a refrigerator manufacturer for 
commercialization of a new model that 
uses less than half of the electricity of 
any refrigerator available today.

FULLY IMPLEMENTED, GOLDEN CARROT COULD SAVE $7.5 BILLION PER 
YEAR — AND AMERICA CAN LEAD THE WORLD IN THIS TECHNOLOGY!

WHO DEVELOPED THE GREEN PROGRAMS:

EPA's Office of AtMQgpheric Pregrama. also responsible for the 
successful Montreal ProtocoO. negotiations and Clean Air Act 
implementation for stratospheric ozone and acid ruin, developed the 
Green programs has identified dozens more opportunities ready for 
action, as resources permit.

WHAT ACTION BY PRESIDENT CLINTON IS NEEDED FOR 1ST 100-DAY SUCCESS?
>

1) Issue a White House Directive to:

a) designate the lead to EPA's Office of Atmospheric 
Programs for the domestic and international 
strategies to profitably comply with the Rio 
agreement on climate change; and

b) reorganize SO people from other staffs currently 
working on related issues, and reprogram 0.33 % of 
EPA's resources (an additional 50 people from other 
program areas within EPA and $25 million).

Plan for a Presidentially chaired meeting / dinner of 
between 500-1000 CEOs, University presidents, etc. to win 
agreement to support these programs and commit to 
profitable expenditures to immediately create jobs and 
investments. Components include:

a) a presentation made by EPA to potential partners at 
senior management levels



b) an ftnlistment of CKOs and others from the existing 
650 Green Program participants to help sell their 
counterparts in other areas to join, along with a 
pledge to accelerate efforts

c) the development of a major exhibit in Washington, 
D-C- for demonstrating technologies

d) the participation of the President and/or vice 
President in an evening in which the Administration 
demonstrates its commitment to job-producing 
investments that create partnerships minimizing 
bureaucracy and using market forces to profitably 
produce pollution

THIS ACTION CAN BE A SXCNIFICANT STEP IN DEMONSTRATING THE 
LEGITIMACY OP THE ADMINISTRATION AND FEDERAL GOVERNMENT AS A 
PARTNER IN SOLVING THE ACUTE AND LONG TERM PROBLEMS PACING THE U.S. 
TN A HANNSS THAT DOES NOT ADD TO THE DEFICIT AND WHICH ENHANCES TEE 
FREEDOM AND FLEXIBILITY OF THE PRIVATE SECTOR TO MAKE DECISIONS



UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 

WASHINGTON. DC. 20450

OCT 29 1992
THE ADMINISTRATOR

Dear Colleague:

I am pleased to present "EPA's Voluntary Programs to Reduce 
Greenhouse Gases." With great pride and enthusiasm, I am also 
pleased to invite you to join us in this profitable partnership to 
reduce the risk of global climate change and make our economy grow.

In June, 1992 President Bush signed the Framework Convention 
on Climate Change at the Earth Summit in Rio de Janeiro. The 
President made this firm commitment with confidence that our nation 
will undertake concrete actions to help the planet and help our 
economy. The United States has since ratified the convention, the 
first industrial nation to do so. EPA has identified many specific 
opportunities to act on the nation's new commitment and has already 
pursued many of them, as described in this book.

EPA's programs in energy efficiency, like Green Lights and 
Energy star Computers, have been praised by corporate participants 
for saving money, encouraging innovation, and helping reduce 
greenhouse gas emissions. In fact, in the year 2000, these two 
programs alone are expected to reduce carbon emissions over 60 
million tons, while saving $17 billion in electricity bills 
nationwide. EPA's initiatives designed to capture methane 
emissions are also making it easier for operators of coal mines and 
landfills to profit from reducing greenhouse gas emissions.

This book lays out EPA's efforts for moving forward with these 
groundbreaking programs by providing the necessary technical, 
organizational and policy support. But we cannot succeed in these 
voluntary efforts without widespread participation by U.S. 
companies and citizens. These voluntary programs need the 
involvement of all sectors of the economy and all regions of the 
country.

Over the past two decades, the United States has shown 
leadership on many environmental issues. Now once again, we have 
an opportunity to translate U.S. commitment into tangible results. 
Join with your fellow Americans in these prograMi to meet the goals 
of the Rio Climate Treaty. Read this EPA plaiy emii call our Global 
Change Office at 202/233-9190. jife want you as a partner.

Reillyilliam
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PRIVILEGED AND CON! OTIAL—DRAFT 10/30/92

The Goal of Long-Term Growth ano^ts Role in Governing

Executive Summary

Clintonomics believes that our primary economic difficulty is 

declining real wages and, concomitantly, our faltering standard of 

living. The long-term prescription: Government action that 

increases productivity, especially the quality of the American 

workforce, and leads to long-term growth. "Putting People First" 

encapsulates this view.

Current economic difficulties (summed up in the word "jobs") 

demonstrate, however, that a short-term stimulus package may also 

be needed. In one key respect, however, a short-term package 

conflicts with the goals of long-term growth — the short-term may 

demand a larger budget deficit while the long-term requires its 

elimination.

According to CBO estimates, the budget deficit for FY 1993 

will be about $330 billion. But some recent, sub rosa. hints have 

appeared that the real '93 deficit may be as much as $50-100 

billion larger. That means that we could well face an immediate 

budget crisis.

The initial, and possibly politically-defining, choices of the 

Clinton-Gore Administration will be: Do we need a short-term 

stimulus package? What kind of long-term deficit 

reduction/investment package should be implemented? If we need 

short-term stimulus, how does that affect the composition and size 

of the long-term budget deficit reduction/investment program? If

we need both short-term and long-term strategies, how can they be
DETERMINED TO BE AN ADMINISTRATIVE
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enacted and implemented as a single economic scheme?

A variety of different options can be chosen for both the 

short-term and long-term. One approach would amount simply to 

implementation of PPF. A different approach might include a 

significant short-term stimulus program and a long-term 

restructuring of the budget and the tax code (which could involve 

a broad-based energy tax and/or a move to a revision of the code to 

tax consumption instead of income).

But the focus on economic growth, whatever the particular 

policy prescription, will have a substantial impact on (i) the 

White House staff structure, (ii) the formation of all 

Administration policy, (iii) the role of the Vice-President, and 

(iv) the Administration's eventual success over time.

First, the importance of economic policy will likely lead to 

the creation of an Economic Security Council that will play a 

critical role in the formulation of any policy that touches upon 

the economy.

Second, all issues will be judged for their connection to the 

promotion of economic growth. That does not mean hostility to 

environmental goals, but it may well mean that such issues are 

initially framed largely in terms of their economic effect. That 

has serious ramifications, in particular, for questions of the 

environment, science and technology, and regulatory reform.

Third, the Vice-President, included within the closest circle 

of trusted advisors, inevitably will be expected to play a central 

role in the creation of economic policy, both short-term and long­

term. The failure to do so might, at the outset, tend to diminish



the office and might even minimize the significance of other issues 

of interest to the Vice-President. Moreover, given the tremendous 

political challenges inherent in the formation, legislation and 

execution of new economic policies, the President will need the 

special insight that the Vice-President, as a national leader, 

former legislator, and student of public policy, can bring to the 

battle.

Fourth, success on economic issues would usher in a period of 

sustained political success for the Clinton-Gore Adminitration. By 

contrast, a continuing sense of economic decline would make it more 

difficult to secure public support for other initiatives. The 

economy has dominated the capaign debate and it is only to be 

expected, therefore, that the Clinton-Gore Administration will 

first be judged on its economic record.

Introduction

The prime directive of the Clinton-Gore economic policy is 

this: Real wages have been declining since 1973 and so, inevitably, 

has been our ability to sustain the rising standard of living that 

has created the American Dream. The job of government is to boost 

productivity, raise real wages, and ensure that our standard of 

living continues to climb.

The existence of this directive has enormous ramifications 

for: (i) the likely content of economic policy, (ii) the staff 

structure of the White House, (iii) the interplay between economic 

policy and other areas of policy creation, most notably 

environmental policy, and (iv) the goals and structure of the Vice-



Presidency.

I. Basic Economic Issues: The Long-Term versus the Short-Term

The next President faces the enormous task of restoring long­

term economic prosperity. The direction of long-term economic 

trends, most notably, the decline in real-incomes and the faltering 

standard of living — must be reversed.

The long-term trends have been exacerbated (and this is the 

reason that they have burned into the current political 

consciousness) by the short-term economic downfall that the U.S. 

has experienced during the Bush presidency. The short-term 

statistics are, by now, numbingly familiar: unemployment up; 

private-sector employment, real hourly average earnings, 

manufacturing jobs, consumer confidence, all down.

On a theoretical level, the Clintonomics solution to these 

economic woes is not hard to discern: We need short-term stimulus 

to boost the economy out of the current slow-down. We need a long­

term program to improve U.S. competitiveness by fostering growth in 

key elements of national productivity: education, infrastructure, 

technology and capital.

II. Putting People First

The Clinton economic program, as set forth in Putting People 

First C'PPF") is primarily directed to the problem of long-term 

growth (because, as noted above, Clinton economic advisors view 

long-term growth as the key economic problem). Before reviewing 

the details of PPF, it is important to review its key economic 

assumptions.



The choice of the title is not merely a political statement. 

Rather, it reflects a conscious ordering of the factors of 

productivity that finds its fullest voice in Robert Reich's recent 

book, "The Work of Nations". As Reich explains, "[t]he real 

economic challenge facing the United States in the years ahead . .

. is to increase the potential value of what its citizens can add 

to the global economy, by enhancing their skills and capacities and 

by improving their means of linking those skills and capacities to 

the world market." In other words, as American workers become 

more productive, they will earn more and, as real wages increase, 

the national will enjoy a continually rising standard of living.

Reich's analysis proceeds from one important idea: Capital 

moves across national borders and so do businesses, jobs and even 

technology, but people do not. Indeed, he predicts that in the 

future "[t]here will no longer be national economies, at least as 

we have come to understand that concept. All that will remain 

rooted within national borders are the people who comprise a 

nation."

The ramifications of this statement are clear: Since people 

are the one factor of productivity that do not move, the national 

interest requires focus on the ways in which American workers can 

be made more productive. As Reich explains, "a nation's economic 

role is to improve its citizen's standard of living by enhancing 

the value of what they contribute to the world economy."

From this statement, it is easy to "reverse-engineer" the 

Clinton economic plan. To oversimplify, the less mobile a factor



of productivity, the greater emphasis it receives: People, physical 

infrastructure, technology, capital. This implicit rank ordering 

is important because choices have to be made. One who emphasizes 

capital as the only important factor of productivity would, for 

example, be less likely to support the kind of infrastructure and 

educational spending proposed by PPF.

These underlying assumptions also help to explain what is not 

included in PPF. Very little attention is paid to questions 

concerning the environment or regulatory reform. To be sure, the 

Rebuild America fund will include money for environmental 

technology, and passing reference is made to the effect of 

regulation (most notably to antitrust reform of the kind that 

allows SEMATECH-like projects) but neither looms large. Why? 

Perhaps because neither environmental action nor regulatory reform 

rank among the traditional factors of productivity.

In sum, PPF proposes to use governmental powers to boost each of 

the traditional factors of productivity:

Education: Key programs to improve lifetime learning 

include the National Service Trust Fund (for college 

students) a National Apprenticeship Fund, and a new 

worker re-training initiative that would require 

employers to spend 1.5% of payroll for continuing 

education and training for all workers (not just 

corporate executives). Educational reform for younger 

students (such as full funding for Headstart and the 

establishment of national educational standards) is also



1
included. The goal: To focus attention on the one factor 

of U.S. productivity that, by definition, cannot move 

elsewhere: The U.S. labor force.

Infrastructure: The keystone of this effort is the 

Rebuild America Fund, which would use $20 billion per 

year of federal funds over four years, leveraged with 

state and local funds, to create $50 billion per year of 

new spending for transportation, a national information 

network, environmental technology and defense conversion. 

The goal: To provide private industry with the basic 

competitive environment that it needs.

Technology:^ The Clinton-Gore technology policy

concentrates on: (i) technological aspects of

infrastructure spending, most notably the advanced 

national communications network, (ii) education and 

training programs that emphasize technology, including 

the establishment of manufacturing training centers,

(iii) technology programs focused on small business, 

including the creation of 170 manufacturing centers, and

(iv) increased support for R&D, including permanent 

extension of R&D tax credit, creation of a civilian

^ Governor Clinton has said that he will "give our Vice 
President A1 Gore the responsibility and authority to coordinate 
the Administration's vision for technology and lead all government 
agencies, including research groups, in aligning with that vision."



equivalent to DARPA and a new program for federal labs 

that permits them to use 10-20% of their budgets for 

joint ventures with industry. The goal: To recognize

the importance of technology in productivity growth and, 

in the post-Cold War era, to ensure that government 

efforts support civilian industries.

Capital formation: Over four years the budget deficit

would be cut in half and the tax code would be amended to 

boost private investment through a targeted investment 

tax credit, the creation of urban enterprise zones (and 

concomitant tax incentives) and a 50% tax exclusion to 

long-term investors in small businesses. The goal: To

boost national savings (by cutting the budget) and to 

encourage business spending to be used for investment.^ 

There are significant issues concerning the implementation of 

PPF that should be noted. First. there is debate over whether the 

proposals of PPF will achieve the desired result of halving the 

budget-deficit in four years. The Wall Street Journal, for 

example, has asserted that the four-year Clinton-Gore plan falls 

short by $359 billion. A number of areas will require close

^ In a very important fashion, the Clinton-Gore health-care 
program can be seen as a response to the problem of inadequate 
capital formation. Over the next ten years, the health-care reform 
would decrease costs for private businesses, leaving more money for 
investment, and would decrease federal spending, which would assist 
in budget deficit reduction. A similar reliance on curbing both 
public and private health care costs as a means of reducing 
spending is seen in the recent Nunn-Domenici budget proposal, which 
is discussed infra.



examination: (i) PPF does not acknowledge any net federal costs to 

implementation of the health-care proposal, even though it is 

likely that the costs of universal coverage may arrive before the 

savings of health-care reform; (ii) The rise in the income tax for 

the top 2% turns out to be a rise for the top .78%, which may mean 

that new income tax revenues are less than $60 billion rather than 

the $ 80 billion originally calculated; and (iii) Significant 

amounts of new revenue come from closing tax loopholes and 

preventing tax fraud, including $45 billion from foreign 

corporations, that may be difficult to collect in early years, 

until additional IRS personnel are trained and tax audits 

completed.

Second. PPF was premised on budget forecasts for FY 1993 that 

were worked up earlier in 1992. The CBO estimate for 1993 is about 

$330 billion. But, increasingly, there are rumors that the real 

deficit may be larger, in part because of previously-authorized 

spending that was pushed into FY 93. We need to be aware of the 

possibility that post-election analysis will show the deficit to be 

$50-100 billion larger than expected. The revelation of such a 

fact, which could itself send long-term bond rates up by .5%, would 

obviously complicate the new Administration's ability to proffer an 

immediate fiscal stimulus package — because bondholders might 

react adversely to an unexpectedly large budget deficit. And such 

a reaction might itself slow down the recovery.^

^ The effect of rising long-term bond rates is two fold. 
First. it raises the cost of capital for businesses. Second. by 
narrowing cash flow, it may lessen demand in general.



Third, there are continuing concerns about the emergence of a 

commercial banking crisis unfolding in December, when new capital 

rules are imposed on commercial banks. Although some, like Robert 

Litan, discount that possibility, a real banking crisis could 

require another $15-20 in federal spending over the next two years.
i

Fourth. and most fundamentally, there is debate among 

economists about timing and magnitude of PPF's growth prescriptions 

if the growth assumptions used by PPF for 1993 and 1994 are not, in 

fact, reached. At the time PPF was written, economists expected 

recovery by the third and forth quarters of 1992 and solid recovery 

in 1993. Now, those forecasts appear to some to be over- 

optimistic .

The impact of lower growth rates in the short-term might 

affect the growth-rate achieved by PPF in the out years. There is 

little doubt that, over the long term, bettering education, 

technology and public investment will create growth. But what 

about the medium-term, the next 4-8 years? If we begin with lower 

growth then expected, then some believe that the PPF policies will 

not show a large effect on growth in that time frame. If PPF-lead 

growth comes slower and at a smaller magnitude then expected 

immediate growth rates are lower than predicted, then PPF by itself 

might not produce sustained growth in the out years, say by 1997- 

99. That scenario has focused attention on the short-term.

II. Jobs: The Problem of Short-Term Economic Weakness

Real wages began to decline in 1973. Yet, economic issues did 

not predominate in the elections of 1976, 1984 or 1988 (and the



economic issues that dominated the 1980 election proved to be 

short-term). Most notably, George Bush was elected in 1988 on the 

belief that the economy was doing just fine.

What has changed? Short-term economic difficulties have 

persuaded American voters that, in fact, all is not well with the 

U.S. economy. Short-term economic problems can be summed up in one 

word: Jobs. Again, campaign debate has made these statistics 

familiar: Since 1989, unemployment is up (now about ten million 

workers) , and jobs are down — down in the manufacturing and 

construction sectors particularly, but down even in the private- 

sector overall.

The creation of jobs is tied, of course, to the rate of 

economic growth. One set of economic forecasts predicts a growth 

rate of between 2-3% for 1993 and an unemployment rate of between 

7.0% and 7.7%. As these predictions suggest, an economic growth 

rate of around 2.25% is needed just to maintain the current rate of 

unemployment and growth of less than 3% is unlikely to drive the 

unemployment rate below 7.0%. By contrast, it is predicted that 

growth of about 3.5% in 1993 and 1994 would reduce the unemployment 

rate to 6.5% in those years without fueling inflation. (When Bush 

took office the reported unemployment rate was 5.4%).

The additional difficulty is, however, that even the predicted 

growth rates may be too optimistic and that the real rate of growth 

in 1993, absent government intervention, may be below 2% — a 

circumstance that could well lead to higher — not lower — 

unemployment by the end of the first year of the Clinton-Gore



Administration. Some believe that the rate of growth in 1993 could 

be as low as 1%, which would lead to higher unemployment. (This 

week's third quarter GNP figure, an annualized figure of 2.7%, does 

not mean we are on the road to recovery, but it may be some 

indication that we are hovering at around 2% growth).

It may be necessary, therefore, for a Clinton-Gore 

Administration to begin its economic policy with an economic 

stimulus program that will boost short-term economic growth and 

reduce unemployment. There are several concerns. First. because 

of the size of the existing budget-deficit, the government's 

ability to stimulate the economy may be limited. We have a $6 

trillion national economy, where the government spends $1.4 

trillion and collects $1 trillion. Second. if the real deficit for 

1993 is substantially larger than expected, the financial and 

political markets may view additional stimulus programs very 

unfavorably. Enlarging the budget deficit creates the risk of 

higher long-term interest rates, which themselves might curb the 

recovery and raise the cost of financing the deficit. Third, 

monetary policy (which is not within the complete control of an 

Administration in any event) may be close to the end of its 

stimulative powers. Fourth. given the emphasis on the budget 

deficit during this presidential campaign, political reaction to an 

increase in the deficit may be adverse (and, if it intensifies the 

decline in consumer confidence, may actually be counter­

productive) . These problems are both political and economic, but 

they are not insurmountable.



Given the obvious short-term economic difficulties, both the 

financial markets and the public at large might accept the notion 

of a short-term increase in the budget deficit if they could be 

assured that it would be followed within two or three years by a 

long-term deficit reduction/growth program that included 

significant cuts in, and eventual elimination of, the budget 

deficit. This is "linkage," the accomplishment of which itself 

raises a series of political (and possibly legal) issues. For 

present purposes, it is important to assume that it would be 

politically feasible (if not required) that a short-term economic 

stimulus program could be advanced so long as it is linked to a 

long-term budget deficit reduction/investment program.^

Two obvious possibilities present themselves. First. the 

Clinton-Gore Administration could simply press ahead with PPF, 

which contains some items that could lead to short-term economic 

stimulus. These include, most obviously, (i) tax incentives 

(targeted investment tax credits, tax exclusions for business 

start-up, enterprise zones) and (ii) infrastructure spending (most 

notably The Rebuild America program).

Second, additional stimulative actions could be taken. The

Among the questions that need to be addressed in 
I determining how to link the short-term stimulus with the long-term 
deficit reduction/growth package are these: How, as a matter of
law and politics, will it be possible to secure a binding agreement 
in 1993 to begin stringent budget reduction in an out-year (and 
would subsequent Congresses agree that they are bound)? When 
should the long-term program begin? If it begins in a pre­
designated year, what happens if growth is still slow? If it 
begins when the economy reaches a pre-determined economic level 
(say, four quarters of 3% growth), what happens if one particular 
trigger fails to anticipate unexpected economic conditions?



goal, to get more people hired quickly, basically defines the 

universe of obvious options. The size of the stimulus package will 

inevitably reflect final estimates on the growth rate for 1993. If 

the goal of necessary growth is 3.5% for both 1993 and 1994, then, 

the package has to be large enough to produce that level of growth. 

Some believe that an additional 1% of growth per year can be 

obtained for every $40 billion per year in increased stimulus.

Among the possible short-term options are:

Tax Incentives: The advantage of tax incentives is that they

can be implemented quickly and governmental bureaucracies are not 

needed to dispense the funds that are used. The danger with them 

is that they "buy" economic activities that might have been 

performed in any event, with a net loss of income to the 

government. The more significant difficulty as an economic tool is 

that tax incentives are voluntary and that policymakers are not 

very good at predicting which tax incentives will be used, and how 

much they will be used.

Among the tax incentives that could be part of a short-term 

stimulus package are:

(i) A tax credit for every "net" new employee that is 

hired in 1993.

(ii) Front-loading of the economic impact of the targeted 

investment tax credit.

(iii) A short-term direct "energy" tax credit that 

encourages modifications to buildings and homes to make 

them more energy efficient.



(iv) A first-time home buyer credit.

(v) An expanded earned-income tax credit for working 

poor.

(vi) A middle-class income tax cut.

This menu of tax options raises, of course, additional 

questions: (i) Is there any convincing economic rationale for 

delaying imposition of the high-income tax increases included in 

PPF (in hopes of retaining some slight trickle-down effect)? (ii) 

Similarly, should additional revenue raisers be included, such as 

a further limitation on home mortgage deductions (proposed by 

Perot)? (iii) Would it be useful to consider a tax amnesty program 

that some say could raise a quick $30 billion (but others oppose as 

leniency for scofflaws)?

Governmental Spending: The disadvantage of governmental

spending is that its effect may not be sufficiently immediate. 

Construction of a high-speed rail system, for example, may be 

dependent on years of design and planning even before the contract- 

award stage is reached. The advantage is obvious (and Keynesian): 

In times when consumer confidence is low, the government can act as 

the ultimate consumer.

Among the spending programs that could be expected to have 

quick results are:

(i) Capital grants for state and local infrastructure 

programs that are already in the pipeline (perhaps with 

a waiver of any requirement that state or local funds
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constitute a fixed percentage of the project)

(ii) Emergency assistance to families in crisis, 

including full funding of Headstart, expansion of the WIC 

program, and a further extension of jobless benefits.

(iii) A jobs program or a worker retraining program that 

both "buys" the training for workers and makes loans to 

adult workers.

Debt Manacfement. One seemingly painless way of reducing 

governmental spending is to fund a higher percentage of the debt as 

short-term debt (which requires the payment of lower interest 

rates) rather than as long-term debt (which has recently carried 

significantly higher interest rates). SUch a change not only saves 

the government money (because it is paying lower interest rates), 

but it should decrease long-term bond rates, in part because the 

willingness of the government to rely on short-term financing 

demonstrates to the financial markets its confidence that there 

will be no inflation (which would push short-term rates up). The 

danger is obvious: if interest rates are higher when the present 

debt has to be re-financed, then interest payments could climb 

significantly. Nonetheless, it should be noted that the average

^ A separate question that arises here is how to choose the 
state and local projects that will be funded. It is possible to 
design a program that screens projects to gauge the immediacy of 
their effects and their general social utility (including their 
effect on environmental improvement). It may be, however, that a 
very sophisticated screening program will take some time to 
implement, thus defeating the goal of stimulating immediate 
governmental spending. On the other hand, disbursement of a lot of 
federal money without quality controls could lead to use of the 
funds that lacks long-term value.



length of the U.S. debt has climbed from about three years in 1977 

to about six years today.

Psychology. It may be that none of the aboye offers a truly 

immediate boost. But one cause of the current slow-down may be 

psychological and, therefore, one possible remedy may lie in that 

domain as well. Consumer confidence has dropped in half since 

1989. It is said by some that a recoyery in confidence is 

necessary before recoyery can proceed. It is obyiously true that, 

oyer time, the best way to improye consumer confidence is to 

improye the economy — a positiye feedback loop, if you will. But 

it may be that the enactment of a serious plan helps to raise 

confidence eyen before the first fiscal elements of that plan haye 

begun to work. In effect, the enactment of a serious plan gets the 

positiye feedback loop working eyen before the fiscal stimulus 

begins.

This component emphasizes the political impact of the new 

Administration's program. In other words, there may be a real 

economic effect if the Administration proceeds forcefully, quickly 

and with confidence. On the other hand, if Spring comes and the 

Administration has not demonstrated economic leadership, low leyels 

of consumer confidence may actually slow down the effects of eyen 

a good plan.

The need to act quickly has a number of political 

ramifications for both the White House structure and the role of 

the Vice-President, and they are discussed below. But in this 

context, it should not be lost that the Vice-President may be able



to play a critical role if he is able to present President Clinton 

with sound advice that combines economic expertise with political 

insight — especially at a time that different interest groups, 

communities and even advisors are presenting competing policy 

options.

The impact of psychology has one additional component. The 

new Administration should consider carefully issuing voluntary 

calls for economic cooperation that will improve the nation's mood 

without requiring mandatory governmental action. For example, the 

new President might call upon all businesses to cease all lay-offs 

during the first one hundred days of his presidency. Such a call 

for action in the national interest at the times of economic 

difficulty could demonstrate sustained presidential leadership and, 

if successful, could ameliorate economic conditions as the 

stimulative effects of the Clinton-Gore plan take hold.

III. Fiscal Credibility and Growth: The Search for Additional 

Long-Term Options

A short-term stimulus program that increases the deficit for 

two or three years would, for both financial and political reasons, 

likely be coupled with a longer-term deficit reduction package. 

Because PPF does not contemplate additional short-term stimulus, 

its deficit reduction program would probably have to be 

supplemented.

In general terms, the bigger the stimulus package (and the 

bigger the deficit in 1993 and 1994), the bigger the budget deficit



reduction package that must follow. That is not to say that the 

budget deficit needs to be cut only if a short-term stimulus 

package is employed in 1993 and 1994. The budget must be brought 

under control in any event. CBO estimates, for example, show that 

the budget deficit will be steadily growing in the years 1997-2002, 

unless action is taken. According to the CBO, the projected 

baseline deficits for 1993 through 2002 are (in billions of

dollars):

1993

1994

1995

1996

1997

1998

1999

2000 

2001 

2002

331

268

244

254

290

311

350

400

454

524

The decrease in the deficit from 93-95 is explained, first, by 

the expectation of economic recovery (which would significantly 

increase revenue to the government), and, second, by the end of the 

savings and loan crisis. The increase that follows from 1996-2002 a

is prinmiarly caused an expected e^xplosion in health care cos

The CBO also believes that discretionary spending will increase in 

those years. And, of course, all of these deficits will continue 

to add to the national debt. CBO estimates that the national debt



will increase by more than 50% (from $4 trillion to over $6 

trillion) by Fiscal Year 1998.

Rising debt and deficits threaten the ability of the United 

States to be thriving at the turn of the next century. So it is 

clear that, no matter how the short-term stimulus question is 

resolved, a big cut in the budget deficit is necessary.

But, how big? That depends on a number of factors, but two 

obvious ones should be noted. The bigger the economic stimulus 

package (and the bigger the deficit in 1993 and 1994) , the more 

stringent the long-term package will probably have to be. 

Similarly, to the extent that one believes that PPF prescriptions 

will not significantly boost medium-term growth, the more likely 

the need for a stringent long-term package. Indeed, an economist 

who concludes that curbing the deficit is the key to medium-term 

growth might well conclude that $200 billion needs to be cut from 

the budget deficit in each out year.

For several reasons, the recent Nunn-Domenici budget deficit 

plan is helpful in thinking about the nature of a longer-term, more 

stringent, budget-deficit reduction plan. First. its goal of 

eliminating the budget deficit within ten years is both 

appropriately demanding and, because of its time length, 

appropriately packaged with a short-term stimulus package. Second, 

its focus on improving U.S. productivity and standard of living 

fits neatly with the long-term goals of the Clinton-Gore economic 

program. Third, its provocative proposal for an overall of the



federal tax system offers some vision of future debate. Fourth. 

the order of magnitude of the savings approximates even a rigorous 

budget deficit reduction package.

The Nunn-Domenici goal is to balance the budget by 2002 by 

reducing federal deficits by $2 trillion over ten years (which 

averages $200 billion each year). This is not, of course, the only 

goal that could be established. Some believe that it would be 

egually suitable simply to show that the ratio of national debt to 

GNP at the turn of the century is lower than current projections, 

which put it at 65%. Lowering the debt/GNP ration would show 

determination to solve the debt problem that could win the applause 

of a bi-partisan group of economists, even if the budget deficit 

were not eliminated in the next decade.

But, concentrating for the moment on the goal of eliminating 

the budget deficit in ten years, the Nunn-Domenici proposal That 

does not mean an abolition of new federal spending. Nunn-Domenici 

proposes additional federal investment of about $160 billion in 

education, children, R&D and technology (and another $100 billion 

in infrastructure spending to be financed separately).

The basic budget deficit reduction plan would work this way: 

To prevent what would otherwise be an addition of $2 trillion to 

the national debt over the next ten years, spending would be cut by

8% below projected levels, which would save $1.5 trillion. The
X'"'

remaining $.5 trillion would come from^tax.increases'"'($376 billion) 

and savings on reduced interest rates ($150 billion).

Spending Cuts. The Nunn-Domenici package proposes the



following cuts; p|.-v

A L'.--

1

* A phased-in (\capj on non-Social Security mandatory 

programs that would save $660 billion over ten years (or 

about 10% of projected spending over that period) This 

would most likely entail health-care reform and cost 

controls.

* Reduced defense spending from 20% to 13% of the 

federal budget to save $290 billion over ten years (or an 

additional 10% reduction in proposed spending).
A
* Limiting interna^onal spending, to growth at half the 

J ’̂^ate of inflation (from $20 billion in 1993 to $24

billion in 2002) which saves $21 billion in projected 

spending (or a 9% reduction).

* Limiting the increase in domestic discretionary 

spending from $234 billion to $255 billion in 2002, which 

saves $243 billion over ten years (or a 9% reduction). 

Because Nunn-Domenici proposed $160 billion in new 

discretionary spending, this proposal requires 

elimination or substantial reduction of programs, 

including some or all of the following (with the ten-year 

savings, in billions, from termination noted in the 

parenthetical):

* NASA Space Station (19.4)

* NASA advanced solid rocket motor (4.8)

* Postal subsidies for nonprofit programs (3.9)

* New highway demonstration projects (4.4)



*

*

*

*

Mass transit operating subsidies for large 

cities (14.4)

Economic Development Administration (2.3) 

Appalachian Regional Commission (1.5)

Special purpose HUD grants (1.0)

Davis-Bacon Act Reform (8.2)

* Federal crop insurance (administrative

expenses) (3.2)

* Low-cost timber sales (0.5)

* Prospective non-merit based federal grants,

building, housing projects (1.8)

The total ten-year savings if all of these discretionary 

programs were eliminated would be $65.4 billion over ten years. 

That is not, in this context, a lot of money.

Tax Reform. Although it calls for a net tax increase over ten 

years of $376 billion, the Nunn-Domenici proposal is most 

noteworthy for its suggestion that the tax system be overhauled to 

encourage savings, rather than consumption. To that end, Nunn- 

Domenici propose a consumption-based income tax to replace the 

current income-tax structure and to encourage people to save.

In simple terms, taxable income would equal gross receipts 

(including gifts, capital gains and net borrowings) minus savings 

(including investments) and deductions/exemptions. Like the 

current income tax (but unlike most sales taxes), the consumption 

tax can easily be made progressive by the application of different 

rates to different levels of income.



On a theoretical level, the imposition of a consumption-based 

income tax might avoid the need for any separate tax on businesses. 
([li’^But Nunn-Domenici proposes that, to ease the burden on individual 

^xpayers, a separate tax on business cash flow be implemented.

^ The idea of a separate business-oriented tax is important. It

is advocated because it is a broad-based approach that can raise 

lots of money at a relatively low rate of taxation.

It also offers the possibility that some other kind of 

business-oriented tax, like an energy or carbon tax, might be the 

one coupled with the consumption-oriented income tax. The 

advantage of this option is obvious; The use of an energy or carbon 

tax would provide economic incentives to reduce pollution while 

raising revenue that could be used for a variety of purposes, 

including public investment, education, and budget deficit 

reduction. The level of such a tax could be set to harmonize bptrh'
/

fiscal and environmental goals. Furthermore, if coupl^pd with an

the usualextremely progressive consumption-based

fairness issues raised by an energy^dr'carbon tax might be obviated 

by the net progressive effect of the two taxes treated together. 

Indeed, it might be possible to simply abolish the income tax for 

all taxpayers earning less than, say, $40,000/year.

The political feasibility of such a significant change in the 

tax system may be quite small. But it is worth noting that serious 

proposals are being made in this direction and that any economic, 

rather than political, review of long-term options is likely to



include such a re-examination. That would be particularly true if 

it is concluded that a broad-based tax increase (in the order of 

$200 billion per year) is needed to lower the budget deficit to an 

acceptable range.

Nunn-Domenici is not, of course, the only possible, or even 

the best approach. There are numerous mixes and matches among 

various policy options, but, in the end, there are only a few 

really big changes that could, by themselves, shrink the deficit by 

hundreds of billions of dollars. Health-care reform is one. The 

imposition of a broad-based business transactions tax, or its 

equivalent, is another.

The purpose of this discussion is neither to recommend a 

specific course of action nor to catalogue all of the possible 

options. It should never be forgotten, that the need for a real 

budget-deficit reduction program is needed, in any event, even if 

no short-term stimulus program is implemented. Our ability to make 

the investments needed for long-term growth, as set forth in PPF, 

is contingent on convincing the financial markets that the deficit 

is under control.

But a separate political point should also be remembered: A 

serious short-term stimulus program will likely require a more 

stringent long-term deficit reduction/investment program than would 

otherwise be required. And the construction of that latter 

program will require difficult, and far-ranging, policy choices. 

Success could mean that, by the year 2000, economic growth permits 

the United States, in partnership with other nations, to challenge



global environmental problems that are increasingly present. 

Defeat could mean that the United States in the year 2000 is still 

searching for the road back to sustained economic growth and still 

distracted from other pressing problems.

IV. The Implications of Economic Issues on Governmental Process

The preceding discussion should make one point: The 

transition period and the first one hundred days of the Clinton- 

Gore Administration will focus very heavily on economic policy in 

general and is very likely to concentrate on the construction of a 

short-term stimulus program coupled with a long-term deficit 

reduction/investment program (although the construction of a 

budget-deficit plan is not contingent on the implementation of a 

stimulus program). This conclusion has a series of implications 

for the structure of government, the consideration of issues 

generally, and the role of the Vice-President.

A. White House Staff Structure

Governor Clinton's proposal for an Economic Security Council, 

as a counterpart to the National Security Council and the Domestic 

Policy Council, is likely to be implemented — and implemented 

immediately. If, as expected, the outgoing Bush Administration 

submits a budget (which can be expected to have an unrealistically 

low deficit estimate), budget modifications would have to go to 

Congress by February 20th.

The precise structure of such a council is the subject of a 

separate memorandum, but, for present purposes, it's important to 

simply note this: the Economic Security Council is going to be



where the action is in the early days of 1993.

B. The Effect of Economic Policy on Other Issues

The importance of economic issues (and the visible role of the 

Economic Security Council) will have an obvious effect on the 

consideration of all other domestic issues. Much like the 

gravitational force of the Sun bending lightwaves from distant 

galaxies, the emphasis on economic policy will change the way that 

all other domestic issues are perceived.

For present purposes, there are three distinct policy areas 

that should be considered: Environment, Science and Technology, and 

Regulatory Reform.

The first two are the subject of separate papers in this 

briefing book and so it is only worth repeating the obvious: For 

the Economic Security Council, the first guestion about both 

environmental and science/technology issues is whether they will 

create jobs now or further long-term growth later.

The "prime directive," outlined at the beginning of this 

memorandum views economic growth as the necessary predicate for 

virtually all other issues. A nation that has economic growth can 

then purchase other, important policies. The syllogism is simple:

If a nation is growing, then it can buy a cleaner environment; if

. it is not, then it cannot.^

Governor Clinton himself has used a similar line of 
reasoning when discussing racial tolerance. He has said that a 
nation that is growing will better create an atmosphere of racial 
understanding than a declining nation^where each hiring decision is 
part of a zerqWsum 1/



This emphasis on economic growth as the prime directive is not 

inconsistent with the advancement of environmental goals. After 

all, PPF emphasizes the need for environmental technologies and, as 

explained above, among the long-term options for tax reform is an 

energy or carbon tax. But an emphasis on economics could mean that 

environmental goals will be measured against their contribution to 

the twin goals of jobs and growth. Thus, for example, economic 

policymakers might be expected to ask whether environmental efforts 

would have any ill-effect on short-term economic stimulus or 

longer-range disparate effects on U.S. industry. It will be 

necessary to demonstrate, in quite concrete terms, the harmony 

between environmental and growth strategies. The foundation for 

that effort has been well-established during the campaign and is 

the subject of the separate memorandum on environmental issues.

Science and technology will be viewed from the same 

perspective, although perhaps with different results. The Clinton- 

Gore technology policy emphasizes, for reasons stated earlier, the 

importance of technology as a factor of productivity. As discussed 

in a separate memorandum, the idea that the Vice-President will 

play a special role in the development of technology policy has 

important implications for the role of the Vice-Presidency in 

general.

Regulatory Reform is a different matter, because it is neither 

emphasized in Clintonomics nor (except for its relevance to 

environmental policy) the subject of much past emphasis by the 

Vice-President. But, for several reasons, it is an issue that



requires further study during the transition period.

First. the real economic impact of governmental regulation on 

business — especially small business — needs to be carefully 

considered. If jobs and growth are the prime objectives, then it 

would be a serious substantive oversight not to consider the real 

economic effects of governmental policy. It is not necessary to 

believe that Dan Quayle is right to believe that regulation can 

have an impact on the economy.

Second, as a strategic matter, there will be an important 

intersection between environmental and regulatory policies. An 

Administration that moves forcefully on the environment will 

necessarily have to consider the best means of creating positive 

environmental incentives — some of which may be through regulation 

and some of which may not. (The discussion of CAFE standards is an 

obvious example). Therefore, the policymakers who oversee 

regulatory issues may have some say in the creation of 

environmental policies.

Third, regulatory reform is an important political issue. The 

traditional (and probably continuing) rap on Democrats is that we 

are prone to over-regulation. The Republican criticism of PPF, for 

example, asserts that business tax increases, health care costs and 

the mandatory requirement of worker training will cost 1.3 million 

jobs. We can expect that these attacks will continue. Moreover, 

to some extent, the picture of Washington regulators as out of 

touch with America relates to the Perot criticism of Washington as 

a government in gridlock.



The political danger also offers an important political 

opportunity for the Clinton-Gore Administration to defy 

expectations and to prove that it does represent New Democrats, by 

confronting the issue of regulation head-on. (It is a sign of how 

little recent Presidents have been willing to defy conventional 

wisdom that the aging analogy for this sort of fresh thinking 

remains Nixon's trip to China).

Fourth. regulatory reform is not an issue that appears on 

anyone's front burner. For the substantive and political reasons 

noted above, it is important that the question not be ignored. But 

the lack of attention now being paid to the issue suggests an 

important opportunity for the Vice-President to play a critical 

role that can significantly enhance the political prospects of the 

Administration.

C. The Effect of the Prime Directive on the Vice-Presidency

The existence of a basic economic thesis guiding the initial 

policies of a new Administration has obvious impact on the manner 

in which the Vice-Presidency is structured.

First. the Vice-President will want to express an early and 

continuing interest in core economic issues — standing apart from 

environmental and technological issues. This underlines the need 

for the Vice-President to (i) take an active interest in the 

staffing of the Economic Security Council, CEA, 0MB, Treasury, 

USTR, Commerce, (ii) organize his own staff to reflect the 

importance of economic issues, and (iii) demonstrate to the 

President his personal interest in the core issues.



Second. the Vice-President must carefully consider the way 

that other issues, including environment, intersect with the basic 

economic agenda. To the extent that goals coincide, environmental 

policies will be easier to implement. To the extent that they 

collide, the implications of economic policy will have to be 

carefully considered by the Vice-President. To the extent that 

some Administration figures believe that they collide — but they 

do not — the Vice-President will have an important educational 

role to play.

Third, the Vice-President has a unigue role to play in making 

and implementing the critical political decisions that are 

necessary to the creation of an economic program. As noted above, 

the combination of a short-term stimulus program with a long-term 

deficit reduction program requires considerable political skill and 

numerous political judgments.

First is the job of processing the political input that 

arrives in the White House during the decision-making process. 

There is a tendency to believe that, once the election is over, 

politics takes a holiday and policy reigns supreme. But the 

traditional Democratic constituencies, which have been pretty quiet 

during this campaign, all have agendas to implement and many of 

them cost money. They will be making their views well known to the 

incoming Administration. And, even among the economic advisors 

themselves, there is a likelihood that the more interventionist 

will advocate different solutions than the more market-oriented.
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The Vice-President can play a critical role in giving the 

President disinterested economic and political advice on how to 

resolve these disputes. No one else in the Administration has 

equivalent national political experience and no one else can 

simultaneously stand outside the policymaking process while being 

thoroughly involved in it. Less obviously, the Vice-President will 

need to emphasize to the President the importance of making an 

early decision. If March arrives without the creation of a 

concrete plan, then the Administration's image will suffer.

Part of this process necessarily requires close consultation 

with leaders of the Senate and House. That is an area in which the 

Vice President has unparalleled expertise. Although the Vice 

President should not assume line responsibility in the area of 

congressional relations (or any other area), the introduction of 

the Clinton-Gore economic plan will be the first major legislative 

initiative of the Administration. The Vice President, through his 

personal and staff contacts, will be able to play a major role 

working with the Hill on this issue.

Equally important, of course, is the job of persuading the 

American people that short-term deficit increases can be combined 

with long-term deficit decreases (and simultaneously rebutting the 

Republican claim that Administration policy really is just tax-and- 

spend). In league with the President himself, the Vice-President 

should play a lead role in bringing the new economic agenda to the 

American people and to key economic constituencies (including the 

labor and business communities).



In sum, the Vice President, because of his background and his 

position, can — and should — bring more different perspectives to 

the President than anyone else in the Administration during the 

critical days (before and after January 20th) when the economic 

course of the Clinton-Gore Administration is established.

D. The Effect of Economics on the Success of the Clinton-Gore 

Administration

There is a tendency among the winners of presdiential 

elections to see in the electoral results a vindication of each 

policy and every idea ever fostered by the winning candidacy. 

Indeed, the results of 1992 demonstrate that the Republicans went 

far off-track in part because they viewed the results of 1980, 1984 

and 1988 as an endorsement of radical right-wing ideology that took 

the form of offensive, divisive rhetoric on family values. In 

fact, the "real" meaning of election returns are more muddled — 

and more complex.

But it can safely be said that economics were at the heart of 

the 1992 campaign. If nothing else, consider the spectacle of the 

Perot campaign — perhaps the first serious third-party candidacy 

in American history whose primary policy indictment of the 

governing regime was its failed management of the budget.

And, of course, there is more. The Clinton-Gore campaign 

persuaded American voters of the need for a government that will 

work aggressively to revive the economy. Having won, the new 

Administration can be expected to be judged on that promise. If 

we succeed, then the prospect of a new era of Democratic success



will be well within grasp and we will have the opportinity to 

demonstrate to the American people, very concretely, why we are 

correct to reject the false choice between economic growth and 

environmental goals. If we fail, then our ability to retain the 

support of the American people will be seriously compromised. The 

central importance of economic policy cannot, therefore, be 

overstated.
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Dear Colleague:
THE administrator

1 am pleased to present "EPA's Voluntary Programs to Reduce 
Greenhouse Gases." with great pride and enthusiasm, I am also 
pleased to invite you to join us in this profitable partnership to 
reduce the risk of global climate change and make our economy grow.

June, 1992 President Bush signed the J'ramework Convention 
on Climate Change at the Earth Summit in Rio de Janeiro. The 
President made this firm commitment with confidence that our nation 
will undertake concrete actions to help the planet and help our 
economy. The United States has since ratified the convention, the 
first industrial nation to do so. EPA has identified many specific 
opportunities to act on the nation's new commitment and has already 
pursued many of them, as described in this book,

„____in energy efficiency, like Green Lights and
Energy star computers, have been praised by corporate participants 
for saving money, encouraging innovation, and helping reduce 
greenhouse gas emissions, tw
ESSSHiffifi_alone are expected to reduce carbon emissions over 601 win -inn ............ ” ■

designed to
city bilirInSElfiQSilds* EPA's initiatives designed to capture methane 

emissions are also making it easier for operators of coal mines and 
iandfills to profit from reducing greenhouse gas emissions.

This book lays out EPA's efforts for moving forward with these 
groun^roaking programs by providing the necessary technical, 
organ!aational and policy support. But we cannot succeed in these 
voluntary efforts without widespread participation by U.s. 
companies and citizens. These voluntary programs need the 
Involvement of all sectors of the economy and all regions of the 
country.

decades, the United States has shown 
leadership on many environmental issues. Now once again, we have 
an opportunity to translate u.s. commitment into tangible results.

fellow Americans in these prograam to meet the goals 
of the Rio Climate Treaty. Read this EPA plai^nH call our Global 
Change Office at 202/233-9190. J^e want you ok a^artner.
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Office of Air and RADimoN

The Climate is Right for Action
VoLuiNjTARY Programs to Reduce Gref^nhouse Gas Emissions

As part of its ongoing effort to prevent air pollution, the United States Environmental 
Protection Agenq?^ is expanding its voluntary programs. These programs bring significant 
benefits in reduction of overall air pollution—and particularly in controlling greenhouse 
gas emissions. This plan describes the voluntary air pollution prevention programs already 
underway and provides a blueprint for future action.
In reviewing this blueprint for action, it is important to remember four key items:
1. Air Pollution Prevention; EPA’s programs described here reduce emissions of green­

house gases such as carbon dioxide (COg) and methane <CH^), and they also signifi- 
candy reduce other types of air pollution, including sulfur dioxide (SO^)—a primary 
component of acid rain, and nitrogen oxidex (NOj^)—-a conuibutor to both acid rain 
and smog.

2. Sound Economies: EPA's voluntary greenhouse programs make sense independent of 
environmental concerns. The actions described here are good ideas on economic 
grounds alone. Energy efficiency is indeed “no regrets.”

3. Muldple Efforts: The voluntary efforts described here are but one component of the 
Federal govermrienl’s activity in reducing the risk of climate change. Tlie Department 
of Elnergy, Department of Agriculture, and other U.S. agencies have programs nnder- 
%vay in this important effort

4- Public/Private Pautuersliips; Most importandy, the success of EPA’s vohmtary programs 
depends upon widespread participation by U.S. companies and citizens. Join EPA in 
these programs to prevent pollution—T?« Gimate Is Ri^U

“Thesepn^nmis are the comastone to&mimggreetihonisegis eimssi(ms--paxfmg 

erahormenialpix^&iian and mmemde gimSA ”
Wniiam K. Kcilty, EPA AdiDuiisiratDr
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Climate Change in Rio
Al the United Nations Conference on Environment and 

Development (UNGED) in Rio de Janeiro, Brazil, die U^. 
recendy joined with 153 nations in signing the United Nations 
Framaoork Convention on Qimato C3um^ which calls upon each 
sig^natory to mitigate climate change by limiting its emissions of 

greenhouse gases.
The U.S. lakes this commitment seriously—in fact, Senate 

ratification of the climate treaty on October 7th makes the LJA 
the first industrialized nation to become a signatory. And the 
EPA is already translating this commitment into concrete action 
and measurable results. EPA’s greenhouse programs pair the 
“green” of enviromnentalism with the “green” of profit to com­
bat air pollution and stimulate economic growth, through the 
new environraenlalism of voluntary corporate action.

EPA’s vohimary greenhouse programs contist of a series of 
initiatives modeled on succes^ul programs already underw^, 
such as Green lights and the utility-sponsored “Golden 
Caarxit'™'*’ Super-EIEdent Refrigerator Program, which EPA 

helped develop.
EPA envisions a rapid roll-out of these new programs.

In fad, in the days following Rio EPA launched its next

effort—Energy Star Computers—^wilh leading manufadurers 
who represent ~35 percent of the domestic market for 
desktop computers.

EPA’s voluntary greenhouse programs arc highlighted in U.S. 
Views on Gfofarf CZwiote Oumgi, pubhshed by the Department of 
State prior to Rio. Also featured prominently in U.S. Views are: full 
implementation of the National Energy Strategy, which defines a 
new, more efficient energy path for the United States: the new 
transportation law which will greatly improve the efficiency of 
moving people and goods by autos, rapid Iransil, and other 
means; and the world’s most stringent clean air legislation, which 
will also contribute to greenhouse emissions reduction. The strate­
gy also emphasizes the role of cooperative action—^technical and 
financial—with developing countries and countries with 
economies in transition. In Rio the U.S. challenged all countries 
to develop national action plans and pledged to issue the next 
publication of the U.S. national action strategy for climate change 
in January 1993. This U.S. strategy will include EPA’s voluntary 
programs and other efforts.
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GREENHOUSE
INITIATIVES
TIMELINE

Hialorical Mile^itxines

January 1991:

Launched Green Lighcs

May 1991:

First Green Lighu State 
Govern luent Farmers 
(CalUbniia and Maryland)

r

September 1991:

Consortium for Energy 
EfEciency (CEE) establLsIicd 
and incorporated

s
Jmniaiy 1992:

Green Lights Partner cominit- 
tncnls exceed 2 billion ft* of 
facility space
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OBJECTIVE
The ultimate olyecrive of this Convention and any related legal 
instruments that the Conference of the Parties may adopt is to 
achieve, in accordance ivith the relevant provisions of the 
Convention, stabilization of greenhouse gas concentrations in 
the atmosphere at a level that would prevent dangerous 
anthropogenic interference with the climate system. Such a 
level should be achieved within a time frame sufficient to 
allow ecosystems to adapt naturally to climate change, to 
ensure that food production is not tlireatened and to enable 
economic development to proceed in a sustain^le manner.

ARTICLE 4: COMMITMENTS
2.(a)Each of these Parties shall adopt national policies and 

take coiTesponding measures on the mitigation of climate change, 
by limiting its anthrop(^>enic emissions of gireenhouse gases and 

protecting and enhancing its greenhouse gas sinks and reservoirs. 
These policies and measures will demonstrate that developed coun­

tries are taking the lead in modifying longer-texm trends m 
anthropogenic emissions consistent with the olyective of the 
Convention, recognizing that the return by the end of the pre­
sent decade to earlier levels of anthropogenic emissions of car­
bon dioxide and other greenhouse gases not controlled by the 
Montreal Protocol would contribute to such modifleadon...

(b)In order to promote progress to this end, each of these 
Parties shall communicate, within six months of the entry into 
force of the Convention for it and periodically diereafter, and 
in accordance wth Article 12, detailed information on its poli­
cies and measures referred to in subparagraph (a) above, as 
well as on its resulting projected andnopogetric emissions by 
sources and remot'als by sinks of greenhouse gases not con­
trolled by the Montreal Protocol for the period referred to in 

subparagraph (a), with the aim of returning iiidiridually or 
joindy to their 1990 levels of these anthropogenic emisnons 

of carbon dioxide and other greenhouse gases...

--- -
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February 1S92:

Clitorafluorocnboa (CFCJ- 
free refrigerator with 
improved energy efiSciency 
developed

Mardil9!l2:

EPA/Chinese aoii-CFC insu­
lated refi-igeralor prototypes 
cteveloped

April 1492;

1/.S. KemmaoialCiimati; 
Cftm^publbhed by U.S. 
State ffeportiDcnl

wJune 1992:

Earth Suinmit m Rio: Untied 
f/athnt FraoteoKuk ConvenHon 
on C&mtie Change salved

i
1992:

Energy Star Computers kick­
off—35% of uiartet share 
participating on 1st day!
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While scientific uncertainty over die nature of climate change 
remains, the public is rauati^ other important questions: “What can 
we do about climate change?” and “How much will it cast?”

The success of programs implemented by EFA su^ests not 
only that s^ificant reductions of greenhouse gases are achiew 
able at low cost—but lliat tliey can be profitable! EPA’s voluntary 
greenhouse programs seek to strategically enhance the market. 
These programs provide mechanisms for improving energy effi­
ciency, which leads to reduced fossil fuel use and lower carbon 
dioxide emissions, as well as capturing and using methane, a 
powerful greenhouse gas.

This document describes EPA's voluntary greenhouse pro­

grams for industry, state and local governments, and others with­
in the energy and environmental community. The early assis­

tance and involvement of these organizations is essential to the 
development and continuing success of EPA’s gieenhouse pro­
grams. Public/private partnerships that incrctise tfie efficiency 
with which we use our resources can reduce greenhouse gas 
emissions and other mr pollution, save consumers money, and 
increase die competitiveness of our businesses.

.A. ■ A

June 1992:

EPA Greenhouse Programs 
Advisory Sub-Coinminee 
selection begins

#*

JnDel992:

EPA testifies in Georgia hear­
ing on utility regulatory 
reform

Voluntary Greenhouse Programs
EPA envisions a rapid rollout of its voluntary greenhouse pro­

grams, as illustrated by the tuneUne beginning on the previous page. 
Other events supporting the voluntary efforts are included in the 
timeline as welL

Green Lights Consortium for 
Energy Efficiency

Corporate Pui'chasing f New Technology

Energy Star i Reports

m Advisory Cottuniuee Mass Purchases

. . ^

Regulatory/
Legal Support

Enviroimientci 
Best Practices

"Golden Carrol™" InteiTiational
Cooperation

Dates prior to July 195J2 are historical; those foltowing the fell of 1992 are 
for'^A’^a^a Mcdactioies^'”*^ inchrded to provide a lempluie

Joly 1992:

Utilities commit ~930 million 
in TioJden Carrot™" 
Refiigerator incentives,
RFP issued

#

July 1992:

Brief Ohio Public Utility 
Commission

July 1992:

U.S.-Rusaan natural gas meet­
ing in Moscow



Key Elements of EPA’s Voluntary Green Programs
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I) Encottrage corpomiMvide ^irduau^framGworUs so that energ)' 
ellicienqr and full life cycle cost consideradons 
are incorporated up front. This helps to over­
come internal organizational barriers (for exam­

ple, departments responsible for purchasing equipment would 
consider energy costs in their decisions—even when their 
department does not pay the electricity bills).

11

‘Ttl^ie57U)tTnudii»ui§na&m,io seethed
amcem is not just a fad, but a setious trend It 

du^thejuliaE(^omrbusiness, andtoleamto 

vnderstanditard^uipeitisTwIfyminj^
Stephan Schmidheiny

Business Council for Sustainable Developnient

2) Morfjl^CTiergy^SSoentpnKlwcb SO that consumers can make 
educated purchasing decinons. Unfortunately, the 
lack of good information makes it difficiJt to 
choose the most cost-effective products.

3) Avmofe masspurdtases of cnergj'-efFicient technolt^es in order 
to improve economies of scale and reduce prices. 
Once organizations begin to purchase efBcient tech­
nologies, prices for these products often fall below

their less eneigy-efllcient alternatives.
4) Ettcaurage mdusbj to commerdatize more resource-efficient

technologies by demonstrating that these products 
wdl sell- Qear 'riiarket^uU” signals to manufaemrers 
can help get products olF the drawing board and onto 

store shelves.

Cd
m
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August 1992:

Greco Lights: over 600 ,
parociponis

SeptenibeiT992t

NBC program on Green 
lights airs

September 1992:

EPA develops initianve with 
India for super-cffideiU. non- 
CPC refrigerators

Septonfaer 1992:

EPA/Chiiiese development 
of non-CFC Lorenz Cycle 
cefrigeratois

September 1992:

New super compressor 
technology prototype for 
home refrigerators
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5) PrmKOeviaXbleu^^r^ala^im aBdlegdptanewai^\.o
encourage cost-effective investmencs in energy con- 
servation^andjieAane-rccovery programs. Too 
often, ^gnlatory bartfcrs prevent potendal efiGciencjr 
investmeilUl auil UlliiSSpe capital requirements. 

Ensuring that companies and consumers can indeed profit finom 
vrisc use of resouices—by improving energy efficiency or captur­
ing and using methane for eneigy—leads to a mote produtiive 
and less polluting economy.

*7nnouaihjiegrmipwgiW7issudi as Green 

Bwgf Star ami the XhldmCar^
B^igmtkn-jBo^ramare aitiad toadmmgna&mal

Eamomad^s(nmdpr[^fwnsHhBike^(SfealxobU^ 

fieosssaaypraddemigUie emmmmaUd goals 

(^tke19901”

Raft Pomerance. Senior Associate 
World Resources Insdinte

6) Greale £Ksiroi»meK&d£est Pmelifxs agreements to integrate 
environmental considerations into the design and 
planning of products and services. Placing environ­
mental concerns in a primary role can lead to well-

designed products, cost-effective manufacturing processes, 
and a wiser use of scarce natural resources (for example, cap­
turing leaking methane from a variety of sources and using it 
for energy).
7) £i^and iatemationat mttrkeix for resource-efficient U.S. 

technologies. EPA, the Department of Energy 
(DOE) and the Department of Commerce are all

working to promote resource- and eneigyefficient U.S. tech­
nologies worldvfide to create additional business opportunities 
for U.S. industry, while helping protect the global environment 
EPA’s voluntary greenhouse programs often create such oppor­
tunities, many of which arc described herein.

ain
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September 1992:

EPA manual for chiller reftig- 
erant conlainment. ooiuerva- 
tion, and conversion for 
developing countries

October 1992:

EPA/DOE Metnonandum of 
Understanding (MOU) 
finalized

October 1992:

Creen Buildings—Variable 
Speed Drives (VSDs) (air han­
dlers) corporate pilot pro­
gram launched

October 1992:

Encigy Star Printers MOU 
released

October 1992:

EPA promulgates incentKc 
regulations for encigy 
efficiency
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EPA Voluntary Green Programs Explained
1. CoRPOMTE Purchasing Strategies

Ormi
EPA’s Green lights Program is changing the way tliat compa­

nies light their offices and factories across the United States. 
Lighting accounts for over 20 percent of total U.S. elcctncity 
constunption and was responsible for 120 million metric tons of 
carbon emi^^s in 1990. Available technology can reduce the 

electricity used for lighdn^Q-70 peirent These efficient tech­
nologies also provide excellent investment opportunities—in 

/ fact, a typical lighting upgrade yields an internal rate otreturn of 
^ \ 20-30 percent—a payback of about years.

' Green Lights provides companies and governments vdth a 
framework for seizing these efficiency opporluriides. Through 
Gieen Lights, organizations make a corporate-wide decisiou to 
invest in eneigy-effident lighting, tlrus giving individual build-

Green Lights Upgrades Surpass 
Estimates OF ItaiMCAL Potential
When EPA launched Green Ughts in early 1991, published 
engineering calculations estimated the largest possible l^ht- 
ing electricity savings to be 25-54 percent. Many of the furst 
lighting upgrades completed under Green Lights exceed 
these estimates of “maximum technical potendal”

The Gillette Company Whj

Santa Monica, CA Lavergne.TN

50,000 125,000 ft*

61%
Energy Savings

Jbmzen.
Vancouver. WA 

45,000 ft*

54%
Energy Savings

71%
Energy Sarings

1

37% IWt* 72% IRR 36% IRR

^internal rate rf return (IKR)
Source: Gi een L^ts Upgrade Reports.
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uo mOctober 1992:

Green Lights bas over 3 bil­
lion ft^ commitled

November 1992:

CEE executive director hired

November 1992:

Appalachian Coalbed 
Methane Environmental and 
Economic ficncfils Study- 
released

#

November 1992:

EPA publisbes Conservation 
VcrHicatkin Protocol

November 1992:

EPA report on the economic 
aad environukental benefits 
of natural gas generation 
released
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ing managers nationwide a mandate to pureue die optimal 

lighting designs.
By signing a partnership agreement with EPA, Green lights 

participants commit to survey and upgrade 90 percent of all 
domestic feicilities with the most eneigy^fficient lighting systems 
that are profitable, within 5 years of Mgning the agicement.

As of September 30. 1992, Green Lights participants num­
ber 661, including 296 coiporate Partners, 24 state and local 
government Partners, 42 utilities, 195 lighmg manufactu^p, 
55 lighting management companies, and(j^ Endorse^ These 
organizations have committed over 2.8 billion square feet of 
fiicility space to the program, over 3 percent of the national 
total—far exceeding the leasable office space m the metropoli­

tan areas of New York City, Los Angeles, Chicago, San 
Francisco, Washington DC, Philadelphia, and Dallas.

Green Lights Today & Tomorrow
Estimates indude the Green Li^Us Program as weil as other proftdnng 
DOE and utitity programs to promoU energy-^denl Bgltting.

Green l^U Today; 1992 
2.8 billion
square feet commitied

Expected From These 
Committaents—

Green lights Tomorrow; 2000
24-60 billion
square feet committed

£q>eicfed fhnR These 
Cammitnamts—

12.4 BkWh/yr Energy- Savings 104 - 226 BkWh/yr Energy Savings

2.5 MMT Avoided 
Carbon Emissions

67,500 Metric Tons 
Avoided SO, Emissions*

28,700 Metric Tons 
Avoided NO^ Emissions

22-55 MMT Avoided 
Carbon Emissions

1.3 MMT
Avoided SO, Emissions*

600,000 Metric Tons 
Avoided NO^ Emissions

d1870 Million Reduced 
leciricitv Bilb** ) c $7- 15.8 BiUion Reduced 

Electricity Bills**

Source: RPA and US. Mew.'! m Oobai Ornate Cfcmgr, ralculaicd uang the folloix- 
injs emissions factors: 1992 Carbon - .186 MMT/BkWli; 2000 C:arbon = .243 
MMT/Bl\^: SO, = 5.Sg/kWTr; NO^ = 2.5g/MVh.
* As a result of the Oean Air Act, diese reductions may lead lo SC^aUowance cred- 
ils, iwKth arr estimated $300-1000/to«, rather dian actual emissions reductions.
** At 7.0 centsAWh.
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November 1992:

National Assodiatton 
of Regetiatory Utility 
Commissioners endorse­
ment t>f EPA Energy Star

# 

November 1992:

Issue final nile rediidiig land­
fill metliatie emissions

November 1992:

Green Lights Farmers adver­
tising co-op places ails in 
m:yor buaness magazines

November 1992:

Agreement for Energy Star 
Fax Boards

November 1992:

Launch oiilteach program on 
methane energy recovery 
from landfiUs to indtislry/ 
slates/municipalities/u til ities
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Future Co7p(mitePuiduiswgPf[^mms
Following ihe Ilagship Green Lights Program, EPA is plan­
ning the introduction of dmilar programs, targeting the fol­
lowing technical opportunities:

j : Industrial Motors 
Buildings Technologies 

... Commercial Cooking 
^ Better Refrigerants 
. Industrial Electroljtics

As. technologies evoke and market conditions cliatige, EPAvnfl noodily 
and expand tliis list. t

EPA helps to get the Green Lighte job done with technical 
support from start to finish, including: state-oftlie-arl software 
to as.<d.st in uf^ade decision-making; information on financing 
energy-elTjcient lighting through a large national data base; 
“consumer reports* of lighting products through the National

Lighting Product Information Program; and netw'orking 
through lighting manufacturers, lighting management compa­
nies, and utilities. EPA also provides opportunities for public 
recognition, including public-service advertisements, news arti­
cles, marketing materials, broadcast specials, and videotapes^

2. Product loEwnncATioN SnutTExaES
Fla^Jpfio^wniErmgjf Star Gmtputm

The EPA Energy Star Computer program is helping to cre­
ate a market for energy-efficient desktop computers, bj' provid­
ing a clear market incentive for manufacturers to improve the

"WAshotddbecongiz^dcUedforits
ofm^andmspimixjiu^on.” r^m

InfoWarid
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November I99&

Mobile Methane Monitor 
transferred to Russia

November 199^:

Kick-off Federal Green lights 
Prograai

December 1992:

EPA Rcsidcoiial Healing and 
Cooling Repoit released

December 1992:

Launch vduiuar)' program 
on metliane eDiission reduc­
tions finmi natural gas systems

December 1992:

Initiate Animal Waste 
Demoniuation Project

. fi



efficiency of their products and an effective mechanism for 
consumers to make informed purchasing decisions.

Currently, computet systems consume 5 percent of all com­
mercial electricity—^and this number could grow to 10 percent 
by the year 2000. Research suggests dial 30-40 percent of all 
computers are left on at night and over weekends, and that 
even during the day computers are active less than 20 percent 
of the time. This provides a clear opportunity for dramatic 
reductions in energy use, costs, and greenhouse gas emissions.

Manufacturers who sign the EPA Energy Star Computers 
program agreement will introduce persona] computers that 
automaticaify “power-down” when tliey are not being used. This 
feature was pioneered for use in portable applications, and 
could cut the energy used by personal computers in half—-at 
no additional cost!

The EPA Energy Star logo will be used to identify machines

capable of “powering-down,” so that consumers and businesses 
know that they can save money and cut air pollution when they 
purchase this equipment

The EIPA Energy Star Computers program was developed 
with industry leaders and larmchedjune 17,1992. Cirrreat partic­
ipants in Energy Star Computers make 40 percent of all personal 
computeis and workstations sold in the U.S., and EPA is expand- 
ing the pregram to include other manufacturers. As of 
September 1992, participating manufacturers include:

•Acer America 
« Apple Computer

• Compciq Computer
• Digital Equipment
• EMPaC Iniemational

• Hewlett-Packard

• Hyundai Electronics America 
•IBM
•NCR

• Silicon Graphics

• Smith Corona
• Zenith Data Svstems

(Ti­
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Oecxinber 1992:

Green laghts Residendal 
Erngram announced

December 1992;

CEE Board of Trustees 
instated

December 1992:

1,000 Green Lights upgrades 
underway

December 1992:

1992 EPA/Swedeo discuss 
incorporation of Energy Star 
Gompuicrs guidelines into 
Swedish .uralcgj'

December 1992:

Xk>)den Carrot™’ 
Refrigerator finalists 
announced



Future Energy StarPmdtidldent^Gathn 

F^r)grams
Following (he flagship Energy Star Computers prograni, EPA is 
planning die introducdon of similar programs in conjimciion 
with the DOE appliance standards program, targeting the fol- 
Icwving technical opportunities:

Low-flow Showdlieads 
- ^ Residential Room Air Condilioaing 
^. Residential Cooking Equipment
; Residential Space Conditionii^ and SheO ImproTemenls

Miscellaneous Re^endal and Commercial End-Us^

As technolc^cs cvtdve and mariun condiuoos change, EPA will modH}- and 
ex{xuid tliis list.

3. Mass Purchasing Strategies
Fki^fdpPn^nm: OmiBuMn^^Vixtvdik^ieedDiwes

EPA’s Green Buildings inidative will stimulate the market 
for highly efficient heating, vendladon, air conditioning 
(HVAC). and water heating technologies. The program’s first 
technology target will be variable sneed motor drives for ven- 
dlation^sjstems.

Every year, roughly 50,000 air handling motor drives are 
purchased to move air through buildings and factories. Of 
these, less than 20 percent have fans capable of 0£jerating at 
variable speeds—that is, adjusdng their power based on the 
needs of the building occupants at any particular time or
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Wnter 1993:

Volunlary Green Programs 
Advisory Sub-Comniiuee 
meets

winter 1993:

Green Buildings-Ventilation 
launched

iinilf
Winter 1993:

Green Industrial Motors 
launched

Wbaterl993: -

Energy Suv Low-flon 
Showerhead Program 
laiuiched

Winter 1993:

Coalbed metbane recovery 
and use case studies
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Tm Exploding Maricet for Energy 

Efticiency

Enei^ efficienqr is BIG bvisiness. Sales for efficient products 
targeted by these four ilagsliip greenhouse programs alone are 
expected to total $53 billion ^ the end of the decade—compa­
rable to the (mure domestic oaner Drodudner industrv.tire domesuc paper producing industry.

Projected
Safe of Efficient Products ($ ToUJitm)

Historical
1985 1990 1995 2000

Lighting' ♦ 340 2,000 10,000
Personal Computers * 3,400 25,000 37,000
Variable Speed
Motor Dnves
for Ventilation * 50 115 400
Refrigerators® * ♦ 4,200 5,200
• Negligible
1 Includes only compact Ouorescents, T-8 lamps, aud ciccti ouic banasts,
“ EOicient refiigerators are defined to be < TOO kWhAr, the Ica'cI of die 
1993 EHDE standard.
Source: EPA estimates derived from Electric Poorer Research Institute, 
International Data Caipoxatiou, numulacnTreis, and Bineaii of die Census data.

any particular weather circumstance. Most fans either oper­
ate continuously atone speed regardless of building needs 
or use less efficient mechanical means to control air flow. 
Furthermore, fans are usually oversized in order to meet 
demands under the most extreme conditions (i.e. the 
hottest hour of the hottest day), with an additional margin 
of safety.

Ifeaable speed drives (VSDs) have been demonstrated in 
the HVAC marketplace for over 10 years and arc capable of 
reducing electiicity consumed for air handling bC 40 percSTt^ 
or more. Why is VSD market share so small? Accordi^ to 
manufacturers, the ansiver is .simple: first cosu Even though 
the payback is only 1-3 years, most consumers have been 
unwilling to make the initially higher investment for the more 
efficient—and money saving—products.
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o Winter 1993:

Ideotiiy Russian natural gas 
pilot projects

Winter 1993;

Clean Air Act (CAA) 
Amendment Utility Energy 
Savings Evaluation Project 
begins

WJnter 1993:

'Golden Carrot™" Heat 
Pump launched

ii
Winter 1993:

Green Lease MOU relca.sed

i
Water 1993:

General Seivices 
Administration procurctncnl 
guidelines for Energy Star 
Computer products
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Tlirough purr][i aiaxf^nwf it is possible to reduce

the risk to manufacturers to invest more heavily in VSD produc­
tion. A group buy will signal that VSDs are no longer a “niche 
product"—that it is rime to gear up to larger product lines in 
order to meet a largfe and growing demand. This drives down 
prices—in fact, it is reasonable to believe that large markets 
enhanced by EPA’s Green Buildings program and other utility 
rebate iniriarives will make the first cost of the most efBcient 
products comparable to the first cost of the least efficient ones.

Future Mass Purdiasi'ngPfogfwns
Following the flagship VSD mass purchase, EPA is planning 
the intrcxlucriou of similar programs, targeting the following 
technical opportunities:

: Green Buildings Technologies 
Solar Thermal Water Heaters 
Amorphous Core Transformers

As lechnolo^es evolve and niai ket conditions change, EPA ivill modify and 
expand this list.

4. Strategies to Encourage
COMMERCIAUZAITON OF RESOURCE-
Efticient Technologies
Fh^NpPn^ram: XkMm(^7vf'^”Superr^lfic^ 

R^r^fxdnrPfc^nm
Appliance manufacturers often report tliat it is technically 

possible to produce more energyeffident products. From a 
business standpoint, however, investing in this production hia 
often appeared xmwise, since the most efficient products cur­
rently on store shelves are not purcliased in large quantities. 
Wliy invest in the next generation?

The “Golden Carrot'*'”" is why. By a^-egating a huge pool 
of appliance rebate money, utilities are giving appliance manu- 
&cturers a finandal incentive—the most powerful market »g- 
nal they can send—to make die most energyeifident appli­
ances possible.

The flagship “Golden Cat rot™" appliance is the reftigera- 
tor. Refrigerators consume 20 percent of all residential electric-
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TOntex 1993:

Launch commercial roortop 
air coiiditionli^ Xiolden 
Carrot”*” initiauve

Wnterl993:

Launch Animal Waste 
Outreach Program to 
states/livestock producers/ 
rural electric coops

Spring 1993:

VSD for air handlcis 
group buy

pm
Spring 1993:

Amorphous core uamformer 
group buy

#

Spring 1993:

Launch outreach program on 
“Nega-aJloivances’
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*7)35 vijKty mnwrtium deserves fu^ praise fjran tm^ 

Hue that ispromag^ ^iderwf, fmyemrnmment, andpto-
n^JtvMpmvkkudSdeswithabuHnstcommx^ 

opBmtohdpriieAgrowikmdBandi^ 

bmep mbistry ty enhandngfhe 

t^^mdops (md mreadrigAmeriam cotnp^tweness.

'Winiam K Reilly, EPA Administrator, in response to die public 
announcement of the Snper-EffideiU Refiigemtor Program

ity. On average, refirigerators consume -1,200 Itilowatt hours 
per year (kWh/yr) of electricity. The best widely-available 
model on the market now uses -800 kWh/yr, and the 1993 
DOE refrigerator performance standard is -700 kWh/yr. The 
“Golden Carrot™” Super-ErTicient Refrigerator Program is 
focusing manufacturer research and development toward ener­
gy efficiency in a manner ne\«er before seen for refrigerators.

and will lead to the introduction of units 25-50 percent more 
energyefficieni than the 1993 DOE performance standards.

Under the progiam, which EPA helped develop with utilities 
and others, utilides have pooled almost $30 million in rebate 
incentives to the refrigerator manufacturer that can produce the 
sunerior product. The manufacturer that can build the largest 
number of the moSTeffioa^ chlorofluororarbon (Cmi-Tr^
refrigeratoFTthT^ckestand cheapest wins diTcontract. The___

environmentally superior product will be available to consumer 
at a urilily^ubMdfred price beginning in 1994 or 1995. Tlie 
“Golden Carrot^”” Super-Efficient Refrigerator Program vdU ulti­
mately save consumer $240480 railUon in annual electricity pay­
ments. This translates into annual electric bill savings of 10 per­
cent to 35 percent for an average household.

Utilities usually create individual, uncoordinated incentive 
programs with unpredictable Ufe spans. The “Golden Carrot™” 

coordinaies and aggregates utility incentives in a long-term 
strategy allows manufacturers to plan ahead- The result 
is a more rational mvestment strategy than before, that leads to
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Spring 199S:

‘Golden Carrot^"” 
Refrigerator prototypes 
available

#

Spring IMS:
Launch key stale programs in 
coal mine oieltiane 
recovery

Snnnner 1993:

Debut of Energy Star 1(^ on 
computer equipment

Summer 1993:

“Golden Cairot™' 
Refrigerator winning manu- 
fsKlurer announced

Summer 1993t
Encigy Star logo available for 
windows, insulation, and 
other building products

r
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more elTicient products at a lower price than would otherwise 
be the case. Ultimately this translates into healthier corporate 
bottom lines. lower consumer costs, and signiGcandy reduced 
carbon dioxide emissions and other air pollution from electric­
ity generation.

FiUurePiix^mms toEnamiuge 

CmnmmiaHzatian ofResouneFffiderU 

Technolq^
The Consortium for Energy Efficiency (CEE) has been estab­
lished by utilities, EPA, and ses'eral environmental groups to 
roll out future “Golden Carrot^”" programs for other promis­
ing technologies. EPA and utility members are adtnsing CEE 
staff in new program areas, including;

:: Advanced Heat Pumps 
Resiclential Central Air Conditioning 

j Clothes Wadieis 
; Clothes Dryers

As leclinologies evolve and market conditions change, EPA and CEE will 
modiiy and expand ibis GsC

5. Reguutory AND Legal 

SuppoKT Strategies
PmgTum: [Mitf R^orm

For too long, utility regulation has encouraged investments in 
power plants and discouraged investment in efBdency. In feet, 
utilities and their stockholdens have lost money when thej' con­
serve eleciridti'. At the same time, ratepayers have been con­
cerned about Avhether real savings ate actually occurring. The 
result lias been an ineffidcut mix of resources, inflated costs, and 
tuiwarranted air pollution.

On the other hand, where utility regulations allow' it, utilities 
often find that it is more costeffcctive to mvest in energy efficien­
cy than supply. This investment in eneigy efficiency—or demand- 
side management (DSM)—complements EPA’s voluntary pro­
grams and other efforts to increase energy effidcncy.

A movement is underw'^ nationwide, supported in the Natiotial 
Energy Strategy (NES), to level the plajdng field and encoun^ eco­
nomically justifiable investmeiits in energy eEEidency. The ba^ 
premise is that utilities should be able to make as much money on
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Suouner 199^

Coiiseix'Utioii :uid Reneivables 
Inceruive Alloivance Program 
begins

Siunmer 1993:

Washer/Dryer “Golden 
Carrod"’ launched

kirilli
3

Summer 1993:

EPA/Eunopean Coramunity 
(EC) meeting to discuss 
Eneigy Star Computers— 
Europe

Summer 1993:

(keen Buildings. - Cooling 
launched

¥©
Fall 1993:

HCFCiee eneigyeUBcient 
air conditioner prototype 
developed
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enet^ saved as energy sold wlien samngs arc properly verified. This 
philosophy was formally embraced in the 1990 Qean Air Act (CAA) 
Amendments. The Act provides incentives for utilities to reduce 
compliance costs through the use of renewable eneigy and energy 

efficiency, where:
The state regulatory aulItority...has established rates and charga vfhidi 
ensure that Ote net income of such Hectric utility after irnplementaiion of 
spedfic cost^ecUve energy consmwiOon meoswres is at least as high as 
suck net inwme lomild have been if the energy conservation measures 

had. not been implemerUed.

^^eneeitor^nmtheratemMngprocesssot^

Ron Eachns
Chainnaii, Oregon Public Utilily Commission Chair, Energy Con-scnration 

Committee. National Association of Regulatory Votity ComD.u».oncrs

C'
Fan 1993:

Green Lights has over I bil­
lion ft* of upgrades lutdcrrvay

Fall 1993:

Launch national certiTicauun 
program for arclutccts and 
lighting con-sultanls

While EPA recognizes that each state will need to dev'clop 
its own very specific utility regulations, in general the Agency 
encourages inclusion of three broad principles:
• Elirrunating the incentive to .sell electricity by separating (or 

“decoupling") profits from sales
• Creating an incenth'e to save electricity accomplished 

through programs in which utilities and their stockholders can 
actually proQt from successful investments in conservation

• Verifying energy efficiency measures to ensure that acftial 

energy savings are realized
As of July 1991. at least one dozen slates have adopted com­

prehensive regulatory mechanisms to encourage consenration. 
EPA will publish final rules on the CAA incentives and guidance 
on verifying conservation in die fell of 1992. EPA, DOE. and 
other Federal agencies are working across the U.S. to encourage 
the implementation of regulations that will benefit ratepayers 
and stockholders and prevent pollution- These regulatory 
changes, by encouraging an increase in DSM mvestment in 

energy efficiency, will strengthen EPA’s voluntary programs.

Fan 1993:

“Golden Carrod”’’ residential 
central air conditioner 
program launched

FaU 1993:

Five additional VA miocs 
recovering methane 
(total = 11}

Winter 1994:

Mas» market dcbitl of 
“Golden Carrot™” rooftop air 
conditioners
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Fhgsh^I^i(]gf(m:Melk{m€lkaHje^
Methane, a significant greenhouse gas, can be recovered 

from coal mines and used for energy instead of being wasted 
and released into the atmosphere. A variety of proven technolo­
gies are available to recover and use lliis waste gas, but prospects 
are hampered by legal and regulatory barriers. Some of the 
principal barriers include legal questions about who owns the 
gas released b}' coal raining, the unwillingness of utilities and 
pipelines to buy the electricity or gas produced by these facili­
ties, and the existence of regulatory frameworks that discourage 
the use of the recovered gas. These barriers can be addressed 
through legislative actions at the state or Federal level, inceniive 
programs, and outreach to coal mines, operators, utilities, 
pipeline companies, states, and municipalities.

EPA has been working with the U.S. coal industry to identify 
the barriers to methane recovery and asrist in their removal. 
The key focus of current activities is tlie Appalachian region, 
which has the largest potential for methane recov^ and could 
,most benefit from actions tt^riigdrcg owiei^p i^uc?y d

“These voluntary pro^ams exemplify haw we 

can achietK environmental protecHon, 
economic growth, arid energy secimly. As such, 

they represent a new environmentalism th(U 

is broader, cleaner, and even profitable. *
William G. Rosenberg

* EPA Assistant Administrator for Air and Radiation

remove other hurdles. EFA has efforts underway to ensure that 
the full benefits of methane recovery at coal mines—in terms of 
environmental protection, employment, and revenues—aie rec­
ognized by coal mine operators, as well as by states and other 
Federal agencies.

EPA’s activities to expand the recovery of methane fioin 
coal mines also have a m^or international component. U.S. 
companies lead the world in the development of technologies 
to recover and use methane from coal seams. Thus, there are
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Wiatex 1994;

Energy Star logo debut oo 
residential cookii^ 
appliances

Winter 1994:

Energy Star Room Air 
Condidoner Program 
launcbed

liiiill
lt%iter 1994:

Green Buildings - Water and 
Space Healing launched

#

Winter 1994:

90% of potential for redudog 
methane fiom landfills 
achieved

Spring 1994:

Solar thermal watei beater 
grouphuy
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many opportunities for U.S. companies to export technologies 
and develop international joint venture projects. EPA is fecilitat- 
ing such projects through the preparation of resource assessr 
ments and investment oppominicy analysis, the creation of 
infcemadonal technology transfer centers, and the organization 
of seminars, woifchops, and conferences on coalbed methane 
that showcase the achievements of U.S. companies. EPA plans to 
continue these eflbrts in several countries—mclndiag the 
People’s Republic of China, Russia, Ukraine, Poland, and the 
Czech and Slovak Federal Republic. As a result, U.S. coal and 
gas companies will have additional business opportunities in 
coalbed methane and methane emissions from the world’s coal 

mines wUl be reduced.

FlUurePnjgmmsJbrReguIatory and 

Support
Following the fb^ship Uulily Regulatory Reform and Coalbed 
Methane programs, EPA is planning the introduction of sirnDar 
programs, targeting the following opportunities:

«i Landfill Methane Recovery 
m Tire Inflation
As technologies esolve and market conditions change, EPA will iriodify and 
expand this list.

6. ENVmONMENmBEST Pracikss 

Strategies
Fla^h^pPn]g^anv GmnNylmMamjfadwwg

The United States produces about one-third of the world’s 
n)don in a tnamifacturing process that releases the greenhouse gas 

nitrous oidde (NjO).
Nitrous oxide emissions can be reduced dming the manu- 

fecturing process tlirough the addition of a reductive fur nace to 
adipic add plants, the factories used in the production of nylon. 
This technology, which recycles nitrous oxide and saves energy 
and raw materials, is bdng developed now and is expected to”Be 

fully commercialized by luid-decade.
EPA is working with major U.S. nylon manufacturers to 

expand the use of these reductive furnaces. By incorporating 
environmental concerns into detign and manufactunng process­
es, EPA and nylon manufacturers are leading the vfny toward a 
more environmentally sound—and more competitive—economy.
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Spring 1994:

Energy Star logo on most per­
sonal computers and printers 
sold

iiii!
Spring 1994;

Green Commercial Cooking 
launched

Summer 1994:

42 Slate Partners in Green 
Uglits

r
k' :

Sommer 1994:

CEE/EC Smnmit on “Golden 
Carrot^**' opportuniries for 
Europe

Summer 1994:

Launch Eneigy Star program 
for hige consumer 
appliances
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Pmcdces
FoDowing the Green Nylon Mamilk:turing pn^ram,
EPA is planning the intixxluclion of similar programs, targeting 
the folimving opportunities:

.. livestock "Waste Lagoon Methane Recovery 
1. Livestock Dietary Strate^es
As technologies evolve and market conditions change, EPA will modity and 
expand (his list.

. Strategies to E^xpand Iiyternational 

Markets
Natwrd Gas ihpetmes m •

EPA’s experience in its voluntary programs often points 
naturally to international opportunities, many of wliich are 
mentioned in this document. For example, EPA’s natural gas 
experience in the U.S. led to an initiative in Russia, the largest 
natural gas producer in the world. Current estimates suggest 
that t .........

IJ^S S.R-^pproximat^j^eragrams (Tgl of methane—is— 
released into the atmosphere. EPA and Russian gas specialists 
are working together to reduce leakage of this greenhouse gas 
to 2 percent by adopring existing and profitable Western tech­

nology and work practices.
EPA and GAZPROM (the Russian Gas Association) have 

established a working group of experts from both countries 
and are developing pnojccLs to increase the efficiency of the 
natmul gas system in Russia. Projects will be chosen from sev­
eral areas, including: enhanced field maintenance; upstrearn 
refining of gas; leak detection and mapping; pipeline con­
struction and rehabilitation; compressor upgrades; power 
generation; and improved measurement and control devices. 
The Russian Natural Gas Pipeline project expects to transfer a 
mobile methane monitor to Russia in late 1992, and identify 

pilot projects early in 1993.
The Russian Natural Gas Pipeline project could reduce 

methane emissions 15 Tg, the equivalentof 90 million metric 
tons of carbon—while providing additional capital resources 
for new economic development projects in Russia, and creating 
further export and investment opportunities for U.S. industry.
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Summer 1994:

Expert panel uptlates CAA 
Amendment Conservation 
Veiificatton Protocoi

Fan 1994:

EPA helps Bra^ [Huduce 
lugh-elHdeiicy compressors

IliP
Fall 1994:

Green Buildings Parmers 
conunit 1 billion ft^

8

Wbrter 1995:

Phase I utilities can earn 
“reduced iidliTation” conser­
vation credit

Whiter 1995:

Mass market debut of 
XkiUlen Carrot™” 
washcr/dryers



The Climate is Right for Action
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As we mo\-e Forward at EPA, it becomes mcreasitigly obvious 
thatenwronmentalists and business leaders are often pursuing 
the same goals. Only by incorporating environmental concerns 
can economies truly prosper; only by taking advanfc^ of eco­
nomic forces can environmental protection goals be realized. 
Through the voluntary programs to reduce greenhouse gases. 
EPA and its private-sector partners seek to do both—^by embrac- 
mg sound, cosl-cfieclive piollution reduction opportunities and 
enhancing natural market forces to save energy, reduce pollu­
tion, and mitigate the risk of climate change. In fact, EPA’s 
greenhouse programs, along with other U.S. actions, have the 
potential to ^nificantly reduce greenhouse gas emissions.

Winter 1995:

~1 milUon homes 
iosulated/heated with Energy 
Slar products

Writer 1995:

Green Gas Partners comnitl 
30% of natural gas transmis­
sion and distribution

.. adnardstwlionpul^M, a dOcdkdjlm^nm ffsp&^,
iTuxmf^duitdieUX ijmp^afdtov;rM(d{£toaddfess 

(Bnaieduirigg...lAiisjommtnmjMngthevxjn^ 

haeinto amoi^adion to/>raterf dwfdaneL ”
Presklcnl George Bush 

June 12,1992. Rio de Janeiro, Brazil

Winter 1995:

All states remove legal barri­
ers liindering methane recov^ 
ery at mines

Spring 19915:

EPA Energy Star logo debut 
on room air condilirHiers

<'-c!
s

Spring 1995:

Mass market debut of 
“Golden Carrot™” lieat 
pumps



Impact of EPA Green Programs ok U.S. Greenhouse Gas Emissions
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Note; Green Programs benefits calculatioii includes addidoiial compknicntary demand «dc aianagcmcni programs.
These estimates do not include the other parts of the UA Action Plan, c.g., die National Encigy Strategy, Oean Air Arx, Forests for die Future, and others.

Spih% I9»5;

Mass market debut of 
“Golden Carrot™’ 
Refiigerators

■•I ■III
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Spring 1995:

Green Buildings Partners 
commit 2 btHkm ft?

Spring 1995:

Major ssvine producers 
recover methane from 
animal viastes

S[King 1995:

Mass market debut of 
•Golden Carrot™- 
beat pumps

SiuaiDerl99S;

C3iinese market 
.super-efiident 
notbCFC rc&igcrator
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U.S. AcnoNS TO Cube Carbon Dioxide Emissions
us VkasmClobdCSinaleCh(mgt,D^>artmentqfSlale,Afmll992

Action/Description

Potential
Technical

Improvement

DetnandrSide Management 
(DSM)/Green l.ights
- Commercial/Indnstrial
- Residential 

DSM/Green Computers 
DSM/Green Industrial Motors 
DSM/Green BuiMii^ (HVAC) 
"Golden CaTrot™* Refrigerators 
Re«dential Clothes Washers 
Readendal Clothes Chyers 
Lotv^oiv Showerheads
Solar Thermal Water Heaters 
Advanced Heat Pumps 
Appliance Standards

Year 2000 
Market 

Penetration

Electric
Energy
Savings
(BkWh)

Year 2000 
Carbon 

Reduction 
(MMT C)

65% 25%^2% 81-203 17.0^0.1

75% 27% 23.4 4.9

57% 65% 26.3 5.5

30% 16% 39.5 8.3

53% 17% 41.9 8.8

57% 3% 3.0 0.6

96% 3% 1.3 0.3

65% 3% 1.2 0.3

58% 11% 10.2 3.4
70% 2%'-3%2 4.8 1.4

20% n/a 1.8 2.5

n/a n/a 22.2 4.7

• Homes Tiwih gas bearers 
® Homes with electrie healers

W

tnQ

wcn

o Suntnter 1995:

Mas* market debut of 
"Golden Carrot™’ central 
air oondidoneis

Summer 1995:

Energy Star-bearing low-flow 
showerheads aj^roach 5% 
penetration

Sammer 1995;

Five additional Appalachian 
mines recovering methane 
(total 16)

FaU 19915:

Launch Energy Star 
program (or small ccnisumcr 
appHaiices

ii
Fan 1995;

Green Commerual Cooking - 
15 national restaurant chains 
commit
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U.S. A(M)!ns TO Cte Carbon Dioxide Emissions
UX\^mGtM(Aiati!Cha«gs,Delm1maaiifSUite,Apiai992(am6nua^

Action/Description

Poienoal
Technical

Improvcracnt

Year 2000 
Market 

Penetration

Residential Space Hearing 
-New 
-Old

Residential Central Air Conditioning 
Residcnual Room Air Condidoning 
Residential Cooking 
Commeixial Cooking 
Industrial Electrol}'tics 
Amorphous Core Transformeis 
Miscellaneous Residential 

and Commercial End Uses 
Better Reftigeranl-S 
Tire Inflation, Auto Inspection 

and Maintenance, etc.
1991 Transportation Act

20%
10%
29%
19%
S%
20%
20%
70%

13%
5%

n/a
n/a

8%
10%
40%
40%
40%
30%
13%
25%

40%
80%

Subtotals: Gross Additional Carbon Actions

‘ Homes wuh gas Iteaicis 
* Homes wiih eleciric heatcis

Electric
Energy
Savings
(BkWh)

2.4
9.6
1.2
1.2
1.8
1.8
9.0

15.0 
8.2

n/a
n/a

30&429

Year 2000 
Carbon 

Reduction 
(MMTC)

0.5
2.0
0.3
0.3
0.4
0.4
1.9

3.1
1.8

3.0
4.0

75-108

z;-n
1X1
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1996:

India inarkcis super-cfBcicnl 
non^IFC refrigerator

m1996:

Green Buildings Partners 
reach 4 billion ft*

1996:

Green Lights Partners 
upgiadhig 10 biDion ft®

1996:

500,000 solar thermal water 
beaters installed natioirwiile

i
19S6c
Utibties installing amorphous 
core uansforDicij approach 
10% of total
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Gross Additional Carbon Actions 
Less:

National Energy
Strategy Integrated
Resource Planniiig -116

Consumer Response to Lower Ptices ^ -38

Additional Carfron Actions

Electric
Energy
Savings (BkWh) 

306429

Year 2000 
Carbon Reduction 
(MMTC>‘

75-108

-24
■S

4376(Net of NES aiKl Consumer Response) 152-275 
Plus:
Acuons in President Busli's NES Proposab
— EfTiciency Improvements and Integrated Resource Plarming
— Natural Gas Regulatory Reform
— Expanded Lise orBiofucls
— R&D for RenevfaWes, Transpoitalion, and Energy ECBdcncy
— Provitle Framcvfork for Additional

Actions (previous p^s) 128 45

Total Carbon Reductions

Actions TO Curb Methane AND 
NmioLS Oxide EMisaoNS

Year 2000 
Carbon Equivalent 
Reductions (MVfT C)*

Mcrthane @CH^GWP=U @CH,

Methane Ctapture/Landnils 19 39

Methane Capture/Livestock
Waste Lagooins 3 7

Methane Capture/Coal Mines R3 0^
livestock Dietary Program 3 &
Total Methane Reduction 25-28 52-58
Nitrous Oxide
Green Nylon Program R12 R12
Total Other Cases 33-40 60-70

Total Gteenhonse Gas Eoii»ioiis 
Rednedone (Catboa and Other) 125-170 1515200

281-402 87-121

' ReduedoDS are in inllUooS of metric tons of carbon cqinvaleiil in the year 2000. These 
piojeclioiu are seasilivc to assumpdoruj^udi^^energy pricra, eewo^

as events aflecting llic energy markels and the economy uuMd, 
and as the effects of cuixent actioiisare seen.

CVI

s
Ui

Carbon Sinks 6-9
— “America the Beautiful’ and Other Foresuy Programs

' Redactions are in milHoosof metric tons of caibon equivalent in die year 2000. Thesepro- 
iertioasaresename to assumptions regarding cneigy prices, erononik: groirth, and tecfaiioto-
gypeoetratkiu over Ibe next decade. Future nrajections will diai  ̂as the aeUcmshstBiipdat-
a, as events affojtii^ the energy markets and the economy unfold, and as the effects of cur- 
rent actions are sent.
^ Tbs vahie 02% to 20% of the dedncitrjanngs) is hidi^as m adjusi^i for 
in demand forcnoOTScrviccathai wiU resultas the iatrodnetion terfinolb-
gics knwr consumer costs. Tbc actual "rebound" effca may lairsigmficandr from thi& value.

1997:
t-0^

Eneigy^Oicient heating, vent- 
illation, m conditioniDg 
(HVAC) technologies installa- 
tions in 5% of nation’s space

1997:

50 million Americans cook 
with improved efficiency 
products

m1998:

Green Motors penetrates 10% 
U.S. market

1998:

Energy-efficient room air 
conditioners bit 20% 
of market

1998:

“Golden Carrot™” heat 
pumps cut electric bills $70 
minion
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DOUBLE OR NOTHING:
Linking U.S. Economic and Environmental Objectives

by
James Gustave Speth 

Russell E. Train 
Douglas M. Costle

Despite recumng conflicts on the environment-econ­
omy front, few Ajiiericans really want to sacrifice one 
for the other. Both our environment and our economy- 
are in trouble, and the public wants and deseiwes dra­
matically improved performance in both areas.

Unfortunately, current approaches won’t get us 
there, Wliat's needed is a new national strategy' that 
fuses the goals of a healthy environment and a strong 
economy, advancing both causes simultaneously.

The good news is that such win-win policies do exist. 
One set—presented here—would in fact encourage a 
revolution in the U.S. approach to environmental 
protection.

FACING REALITY
Government and business must appreciate that they 

face a new environmental reality'. Since World War II, 
the U.S. economy and the global economy have 
quadrupled in size. The resulting environmental deteri­
oration has compelled our countiy/ and most others to 
seek reductions in current levels of pollution and envi­
ronmental impact. Yet. looking ahead, phenomenal 
growth in the scale of the human enterprise is project­
ed to continue: by mid-century, U.S. and world output 
should quadruple again. If this vast increase in eco­
nomic activity is accomplished with the technologies 
now dominant in energy production, transportation, 
manufacturing, agriculture, and other sectors, truly cat-

James Gustave Speth is [;rc::deiil of the World Rusoiuvcs Insliluie. Russell K. 
Train is cluiirman of ihc World Wildlife I’und. llo and Douglas M. Costle arc 
foniicr Adminislrators of ihc U.S. Riivironmcnlal PrtJtection Av^cncy in 
Rci)iiblic:m and Dcmocraiic .Administralions n.'sjHtctivi.dy. All ihrec are mem­
bers ofThe National Commission on the Knviroiiment.

astrophic effects are likely on global climate, human 
health, and the productivity' of natural systems.

Reconciling the economic and environmental goals 
the United States and others have set for themselves 
will thus require an unprecedented transformation.
The technologies deployed today in industry' and agri­
culture must be rapidly replaced by new ones that 
meet exacting environmental criteria. Indeed, the 
amount of raw materials used and pollution generated 
l^er unit of output—both strongly influenced by techno­
logical factors—must decline much faster than eco­
nomic output grows.

Guiding and speeding this transformation will be one 
of the dominant challenges confronting political leaders 
around the world in the coming decades. And the busi­
ness community here and abroad can confidently 
exi)ect a future in which public demand for environmen­
tal performance—already high—will rise steadily and 
will increasingly determine economic viability'. Dirty or 
dangerous activities and products will be regulated or 
I^riced out of the market, and a premium will be placed 
on environmentally advantaged technologies like emis­
sionless vehicles, photovoltaic electricity', bioengi­
neered pest resistance, and closed-cycle manufacturing.

COMPETITIVENESS
Given this emerging situation, environmental 

requirements and economic competitiveness can go 
hand-in-hand. Environmental demands will create 
major economic opportunities, and nations and compa­
nies that see these opportunities and seize them can 
capture an early share of growing markets. Ambitious 
environmental laws—at least those that promote inno-
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vatioii and efficient, cost-effective approaches—can 
thus help provide a competitive edge.

Michael E. Porter, head of the Harvard Business 
School’s Competition and Slrategv' program, notes that 
“when tough regulations anticipate standards that will 
spread internationally, they give a nation’s companies a 
head start." The Harvard team found that the nations 
wdth the most rigorous environmental and energ\' 
requirements often lead in export of affected products. 
Porter cautions that “easing standards, however tempt­
ing. is countei-productive."

Japan’s experience is instinctive. Japan has reduced 
domestic air pollution more than any other industrial 
countiw: it also now has the most energy eft'icient 
economy. Japanese companies generate only one-tifth 
the w-aste of U.S. companies per dollar of goods pro­
duced. Competitively. Japan has not done badly, and 
many believe that its environmental and energy mea­
sures have given Japan a new' generation of economic 
advantage.

Environmental perfomiance is not the secret to com­
petitiveness. but it w'ill be a poweii'ul force in determin­
ing acceptability in world markets. With trade expand­
ing. a central goal of U.S. policy should be to provide 
the conditions in which U.S. companies can take advan­
tage of these emerging opportunities.

A NEW MODEL
The problem is that the current U.S. ap|)i'oach to 

environmental protection, a i)roduct of the early 1970s. 
is no match for the environmental and economic chal­
lenges w'c face. Now’ we rely on a command and con­
trol system of regulation w'ilh adversaritil relations 
among industry. re,gu!ators and environmentalists.
This system focuses on cleaning up jrollulion at the 
end of the pipe or the top of the smokestack, ne.glect- 
ing the need to consider product design, production 
process, and environmental factors together.

Wliile the current approach has accomplished a 
great deal—the air in our cities is markedly cleaner 
tlian it w'as two decades ago—it has peaked in effec­
tiveness. Our system of environmental regulation is ill- 
suited to emerging global-scale problems. It is also 
inhibiting innovation and least-cost solutions that could 
strengthen U.S. economic performance.

For all these reasons, a new paradigm is needed for 
environmental governance in tlie United States—one 
reflecting a basic shift in emphasis from restrictions to 
incentives and from reaefing after the fact to anticipat­
ing future needs and opportunities. As it proves itself, 
this new model should replace the old, which can be 
held in reserve ftjr scofflaws and la.ggards. The new 
model should be built around ten related principles, 
some of which are already gaining support.

1. Stimulate new investment in industry and 
agriculture to capture the opportunities inherent

in env'ironmentally advantaged technologies. To
accelerate the replacement of environmentally burden­
some products and processes, careftdly crafted ta.^ 
i^tentives should be used to encourage business to 
makF’^'grwn’’ investments in pollution-reducing 
research and development and in phasing out diiW 
plants and equipment. Environmentalists should join 
with competitiveness advocates and business leaders 
to promote measures that will spur greater savings and 
investment and reduce the federal budget deficit.

Similarly, we need to amend the “grandfather claus­
es” that protect older facilities and older pesticides 
from tough federal environmental requirements and to 
launch bounty' programs like “ca^liiouimikee,’’ 
which pays car owners to scrap the vehicles that gener­
ate the most pollution. These and other measures can 
encourage needed turnover in the economy’s stocks of 
capital equipment and consumer durables.

Ambitious environmental laws—at least 
those that promote innovation and effi­
cient, cost-effective approaches—can 
help provide a competitive edge.

2. Promote upstream solutions that anticipate and 
“design out” potential environmental problems.
PoHraioirjyiieyenllon a.ijproai:hes.w!idii.c.ll.the P_fftce_of 
Technol()gyiAssessingiit^a\LSiiaj.LdiminateJialiof 
today’s manufacturing waste, are catching on more 
quiclcly'i'n niajor chemical comitanies than in federal 
regulaloiy programs. 3M’s “pollufion prevention pays’’ 
program has halted the release of a billionjjounds of 
toxic chemicals, and saved the company $500 million in 
the process.

Preventive ai^proaches are needed in other areas as 
well. A major opportunity' exists in the energy sector 
where over the next ten years hundreds of power 
plants built decades ago will be wearing out. Without 
government encouragement, such as regulatory' incen­
tives and support for demonstration plants, power com­
pany officials will shy away from attractive renewable 
energy options like wind power and lock into fossil 
fuels for another 40 year period.

Looking ahead, the United States should create a 
[ipfim-in) ffiviropmenial technologies program mod- 
elled roughly on the successful Defense Advance 
Research Projects .^gency (DARPA), as proposed by 
Senator Barbara Mikulski. Through direct financing of 
critical environmental technology and other means,
U.S. policy should make environmental performance a 
mainstream factor in national technology development. 
Today, our technology i)olicies virtually ignore environ­
mental needs, and our environmental policies neglect 
technological opportunities.



3. Use economic incentives and market-based 
mechanisms such as tradeable permits and pol­
lution charges. Approaclies like tliese were rejected 
in tlie early 1970s, but have been making a comeback. 
They are able to encourage least-cost solutions to envi­
ronmental problems, to stimulate innovation (for exam­
ple, by providing economic incentives to companies 
that go beyond existing environmental standards), and 
to work with market forces, not against them.

Most importanr, U.S. policy should seek to ensure 
that the costs of environmental damage are fully 
reflected in prices. For many decades, economists have 
been urging us to make the prices of goods reflect the 
"external" environmental and social costs that firms do 
not normally pay. It's high time to take that injunction 
seriously, beginning with the phased elimination of 
inappropriate subsidies for energy and water consump­
tion, commodity production in agriculture, and the 
automobile.

Tlie United States shoidd also adopt a series of ener­
gy taxes and pollution charges—including a t;rx on 
emissions of the principal greenhouse gas, carbon 
dioxide, which results from fossil fuel combustion. A 
carbon t;rx to deal with the global warming issue could 
raise tens of billions of dollars. A pbased-in $;]Q per ton 
carbon t;rx in the United States would eventually raise 
SS5 billion a year. The New York Times recently sug­
gested a .SlOO per ton carbon tax, which w'ould raise 
more than SlOO billion a year. In these ta.x-averse 
times, such levies can be kept revenue neutral by using 
the funds generated to reduce other flexes. In this way, 
the federal government can shift the t;ex burden away 
iVom things we want to encourage—like saving, invest­
ment, and labor productivity—and put new taxes on 
things w’e want to discourage, like |)ollution, waste, and 
excessive eneiygy use. Some of the funds generated 
should also be used to ensure fairness and compensate 
adversely affected groups.

4. Integrate domestic and international envi­
ronmental concerns. The United States long enjoyed 
the luxury of setting environmental policy largely on its 
own, without much reference to the rest of the world.
In the future, environmental policy will be increasingly 
set at the international level. VVe will need the coopera­
tion of other countries to protect our own environment 
in the face of challenges like climate change, ozone 
depletion, and marine pollution. International econom­
ic integration will also lead to environmental policy 
integration; witness the current efforts to meld trade 
and environmental .goals, U.S. environmental and ener- 
,gy policies should antici|)ate these develoirments. 
Attempting to insulate U.S. comi)anies from this reality 
is a form ofi^rotectionism that may seem like a favor 
but is actually a great disservice.

5. Supplement conventional environmental 
approaches (“environmental laws”) with high

pay off initiatives in agriculture, energy, and trans­
portation, and, internationally, with strengthened 
programs for population and development assis­
tance. Congress moved in the right direction last year 
when it revamped U.S. transportation policy, shifting 
emphasis from automobiles and new' highways to tran­
sit and non-driving alternatives. Needed" next is a new 
U.S. commitment to dramatic improvements in energy 
efficiency. Efficiency is a key to making U.S. products 
more competitive in w'orld markets; it can create many 
jobs at home; and nothing can do more to improve our 
environmental quality'.

The United States should take a page from the 
European Community' and develop environmental 
strategy' by economic sector— manufacturing, agricul­
ture, housing—and not merely around problems like 
air pollution, water pollution, toxic waste, and so on, as 
is now the case. Only through this new sectoral focus 
w'ill environmental concerns be fully integrated into 
long-term economic strategy'.

To accelerate the replacement of environ­
mentally burdensome products and 

processes, carefully crafted tax incen­
tives should be used to encourage 

business to make “green” investments.

6. Promote voluntary and non-regulatory initia­
tives by both producers and consumers. Such 
measures include community right-to-know require­
ments that inform residents of polluting discharges in 
their areas; indeijcndent environmental audits of com­
panies, which may one day become as important as 
financial audits; green labelling of consumer products 
that groups like Green Seal are working to standardize; 
:ind I'ecognition for ])rogressive corporate programs 
such as Dow Chemical's new committee of outside 
environmental advisors.

These factors can work together. WTen Congress 
mandated in 1986 that U.S. companies disclose their 
releases of some 300 toxic chemicals, pressure on com­
panies increased dramatically. A year and a half ago, 
EPA asked large U.S. companies voluntarily to reduce 
their emissions of 17 high i)riority toxic chemicals: by 
one-third in 1992 and by one-half in 199.5. To date, 
about 7.50 companies have responded positively, com­
mitting to reduce toxic emissions by some 300 million 
pounds.

7. Replace confrontation with a new spirit of 
collaboration among government, industry', and 
environmentalists. Leading U.S. companies are dis­
covering that environmental performance is in their 
long-term interest. Likewise, environmentalists are



realizing that they have notliiiig to gain fi'oni a weak 
economy, declining industries, and outdated technolo­
gy. A new era of positive collaboration between busi­
ness and environmental leaders now seems possible as 
well as desirable: it is essential to the points that follow.

8. Open the door to experimentation and flexi­
bility in environmental regulation. We need means 
to empower companies to do their best—to find ways 
to meet or exceed established environmental goals at 
lower cost, even though they may not satisfy the strict 
letter of everv' existing regulation. On an experimental 
basis, Congress should allow qualifying companies to 
opt into an alternative regulatory track. Tliere, within 
carefid confines, novel regulatory approaches could be 
tested and companies could come forward with their 
own innovative approaches, as long as the end result is 
just as good or better for the environment.

A new era of positive collaboration 
between business and environmental 
leaders now seems possible as well as 
desirable.

9. Launch a period of environmental law 
reform invoking rationalizing and simplifying tlie 
vast body of rules and regulations that have accu­

mulated. Tlie world is too complex for environmental 
regulations to be simple, but there is broad consensus 
today that these regulations are needlessly complicat­
ed and fragmented and sometimes contradictory. 
Environmental procedures can be made more efficient 
and more effective as catalysts of innovation without 
reducing public protection or participation.

10. Develop a broader conse;nsus on the priority 
problems and allocate resources accordingly. Like 
regulatory' refonn. priority setting is a threat to those 
who have a stake in tlie status quo. Yet, recent EPA find­
ings indicate that the resources committed to the envi­
ronment could be better allocated among competing 
needs and more closely attuned to actual risks. New 
mechanisms need to be established for die open and can­
did exploration of these issues among the key groups.

Vigorous enforcement of cuirent environmental laws 
remains essential, but we need to launch a period of 
transition. In the emerging post-Cold War world, new 
values, new sources of international strength, and new 
areas for woidd leadership are coming to the fore. 
Economic success, environmental security', and social 
equity are prominent among them. These are the new 
areas for American leadership, and the more comple­
mentary we make these objectives, the better off we 
and others will be.

A]i earlier version of this article appeared in the Outlook section of 
the Washington Post.
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ENERGY CONSERVATION COALITION
6930 CARROLL AN'E. 6THn. TAKOMA PARK, MD 20912

To:

Re:
Dt:
Fm:

Katie McGinty
Office of Senator Gore
Gas Tax Supported by Auto Industry
Deceittber 11, 1992
Charles Mendler

Via Fax; 202 228-2611

Gas Tax Supported By Auto Industry:
• Vice Presidents of Ford, GM, and Chrysler said -at a dinner 

meeting I attended Tuesday night in Detroit- that collectively 
they will support a gas tax.

• They stated that policy makers should determine the size and 
phase in schedule for the tax. 500 was discussed,

• They could potentially be encouraged to support a carbon tax 
as an alternative to a gas tax. Both tax approaches have 
approximately equal impact on the auto industry.

• Announcement of the industry's position could likely be 
accelerated by request.

I am in regular contact with the auto companies and 
further details

have

A Project of Environmental Action Foundation (301) 89M104 Fax (301) 891-2218

American Association of Retired Persons - Citizen Action ■ Consume Federation of America • Environmental Action 
Environmcwttl Defense Fund - Federation of American Sdcniisis - Fnends Commiticc on Na-Jonal Lcjjisljtion - Fr.endJ of the 
Earth- International Institute for Energy Coascrvaiion- National Audubon Society. National Coruumcr Law Center 
National Consumers League • National Wildlife Federation - Naiuriil I’.esources Defense Council - Public Citizen ■ Renew 
America - Sierra Club • Union of Concerned Scientists - United Meiho lUi Church .Board of Church and Society - United Slates 
Public Interest Research Group



months of winter" (Tupper Hull, S.F. EXAMINER).
At the start of the 1993 water year on 10/1, the state’s 155 

reservoirs were at 57 percent of normal levels and "a mere" 36 
percent of their capacity. "It will take something short of a 
miracle -- a spectacularly rainy year -- to pull the state out of 
the severe drought that has gripped it for the past six years," 
reports Hull.

Dean Thompson, spokesperson for CA Department of Water 
Resources’ Drought Center: "We are so darn behind now, our fall
rainfall isn’t going to put much water into storage." Jeff 
McCracken, Central Valley Project spokesperson, on the state’s 
dry soil: "It’s like a giant sponge out there." Jason Peltier,
manager of an association of the Central Valley Project’s biggest 
customers, says wildlife protections threaten to cut off water to 
farmers: "It almost doesn’t matter what kind of year this winter
is [in terms of rainfall], the potential for shortages is due to 
the Endangered Species Act. We could recover this year. But we 
fear we won’t be able to use the water" (10/17).

TOP CAT: Michael Cage, "a self-styled environmentalist and
political Jack-o£-all-trades," was elected chair of the board of 
Southern CA’s Metropolitan Water District last week "in what was 
seen as a dramatic turning point of the powerful but conservative 
agency that supplies more than half the water to Southern 
California" (Frederick Muir, L.A. TIMES). Gage is expected to 
"make the agency more environmentally sensitive and to look for 
non-traditional sources of water," such as reclamation and 
recycling (10/14). Gage, who is president of the Los Angeles 
Board of Water Supervisors, won "an unusual split vote," getting 
the support of 58 percent of delegates from the 27 member 
agencies. Cage was elected over James Blake, the official 
candidate of the agency’s nominating committee (Steve LaRue, S.D. 
UNION-TRIBUNE, 10/14).

============== MARKETPLACE ==============

*4 DOW: PRICE SYSTEM TO INCLUDE ENVIRO COSTS?
Dow Chemical Co. is considering a "controversial and 

possibly unprecedented new pricing system, with the price of each 
product reflecting related environmental costs" (Gary Taylor, JO. 
OF COMMERCE). Under their proposed "full-cost pricing" the price 
of products with high environmental risk would rise, "while 
prices of more environmentally benign products would decline," 
Peter Young, managing director at New York investment banking 
concern Wertheim Schroder & Co.: "This would be unique. ... I am
sure customers will not be particularly happy about this."

Dow officials said the Michigan-based firm is likely to 
"experiment with full-cost pricing for selected products before 
imposing it across its entire line." Dow CEO Frank Popoff "said
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Life After Rio;
Merging Economics and Environmentalism

Thank you and good morning. I'm very pleased to be here today to exchange some 

ideas and experiences about two of my favorite issues, the economy and the 

environment, that affect my favorite industry.

Because of our visibility, high public expectations, and our opportunity for leadership, I 
beUeve that Environment is THE issue that will affect the chemical business more than 

any other in this and future decades. It affects how investors perceive our companies, it 
affects how we do business day-to-day, and it affects not only perceptions about our 

products, but also their actual costs. How we respond to these challenges will 

determine our success.

As chairman of the CMA, I can't let this opportunity slip by without teHing you that our 

industry is on the move through Responsible Care®, out initiative to improve our 
environmental, health and safety performance and our accountability to the public. I 
know you'll hear a lot about Responsible Care over the next two days - it is the most 
important environmental initiative of our time. Roger Hirl of Occidental plans to share 

with you his insights on Responsible Care over lunch.

■ My topic today is not Responsible Care, but rather how we as an industry can reconcile 

two ideas that sometimes seem at odds with each other, but really are inextricably 

entwined. Those issues are the economy and the environment. We've heard a lot about 
these two topics in the last few months; we’ll hear much more as we near the November 

election.

I'd like to share with you not a political perspective, but my own personal feeUngs 

about merging economics and the environment. Some in the chemical industry beUeve 

that the only benefit of improving our environmental performance is a better pubUc 

image. But I believe that sustainable development is a matter of economic survival

In June, I went to Rio to participate in the conference of the Business Council on 

Sustainable Development. Held just prior to the Earth Summit, it was an opportunity 

for business and industry to have a voice in the environmental and economic debates.
10/13/92 ^
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The Rio sununit was a pivotal event in many ways, but to me its most important result 

was advancing the idea of Sustainable Development.

Although the concept is not new to most of us, the Rio summit was really the first time 

that many people began to understand that economic strength and a clean environment 
must co-exist. Now the Rio summit is over. What becomes of the many initiatives, 
charters, and agreements bom there is yet to be seen. We in industry can and should 

continue to communicate our messages about sustainable development and other 

environmental and economic issues.

As I see it, there are two possible directions society can take. The first is to continue the 

command-and-control approach - through more legislation, more regulations, and 

more taxes to pay for it all. Or we can make a paradigm transition to voluntary, pro­
active, free-market solutions. I believe the latter is the way of the future.

Not that we're without legislation and regulation when it comes to the environment. 
Some of these are effective and serve important objectives. However, our nation's 

historic focus on "regs and legs" has resulted in a reluctant compliance orientation - 

waiting until the last minute - rather than an attitude of innovation and continuous 

improvement

Voluntary initiatives such as the EPA’s 33/50 emissions reductions program recognize 

and reward companies that look for innovative solutions that reduce poUution ahead of 

legislation. And even before the 33/50 program was begun, programs like 3M's 

"Pollution Prevention Pays" initiative and Dow's 'Waste Reduction Always Pays" (or 

WRAP) program were seeking waste reduction projects, some of which also had 

considerable economic benefits.

Legislated environmental improvements, however, can sometimes be very expensive. 
So it's important that we look for opportunities where pollution prevention can yield a 

significant pay-off in the long run - by either financial benefits or by improving our 

environmental performance... or both.

I believe voluntary initiatives are far more cost effective than government mandates, 
and are more likely to result in continuous improvement.

10/13/92
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At the Rio Summit, the BCSD released Changing Course, a book desaibing many 

progressive ideas on how business and industry can more actively take steps to 
improve their environmental performance. One concept that Changing Coursg explores 

is the use of market forces and economic instruments to incorporate environmental 
considerations into business decisions. These economic instruments include deposit- 

refund systems, tradable permits, differential pricing, polluUon taxes and the

elimination of subsidies.

Used judiciously, these economic instruments can help us move from the stick to the 

carrot. Together, they form the basis for another concept that deserves further 

exploration; full-cost accounting or better still, full-cost pricing.

What is full-cost pricing? It means that we price goods and services to reflect their true 

environmental costs, including production, use, recyding and disposal.

While the shift to this new paradigm will be achieved gradually, economists are 
already working to estabHsh the full costs of various products. Our air, water and earth 

are no longer the "free goods" our sodety once believed. They must be redefined as 

assets, so that they can be effidently and appropriately allocated. Ideally, we should 

learn to Uve off the interest of these assets, rather than depleting the assets themselves. 
Today, economists at the World Resources Institute in Washington and the United 

Nations are exploring how nations can indude natural resources on their balance sheets

and in estimates of gross national product.

While it's fairly simple to place a dollar value on mineral and petroleum resources, it is 

more difficult to place a value on a wetland, a forest, or a spedes. Nevertheless, a true 

picture of a nation's wealth should include an accounting of its resources.

A key tool in initiating fuU-cost pridng will be Life Cyde Analysis. This process 
systematically identifies and describes every step of a product’s life, from raw materials 

to final disposal. With this information, we can begin to determine how to fully price 

our products.

True pridng leads to informed consumer choices. By building environmental costs mto 

a product's price, consumers will not need to rely on green seals, green shopping 

guides, or green advertising to help them make choices. Consumers can objectively
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choose the best-priced product and be confident that they are making the best chmce for 

both their wallet and their world.

The alternative is to postpone paying our environmental bills, allowing them to accrue 

at heavy interest and be managed ultimately by governments focusing on a poUtical, 
rather than an economic agenda - in other words, lots of "sons of Superfund." The 

concept of true and full pricing seems simple and appealing at first thought, but it will 
be controversial and very tough to implemwt.

Where can full-cost pricing make a difference? Let me give you some examples.

For one, how about the diaper debate - disposable or doth? Cloth advocates say that 
disposable diapers fill our landfiUs. Disposable advocates say that the full cost of water, 
handling and laundering cloth is more significant than the landfill space. Full-cost 
pricing, combined with life cyde analysis could help answer that question.

Similarly, full-cost pricing could shed light on the debate about paper versus foam cups, 

or plastic versus paper bags at the grocery store.

Here's an example that's being explored right now: a return deposit for cars. Rather 

than taking your old clunker to the junkyard (and ultimately a landfill), you would 

return it to the manufacturer for recycling, and get back the deposit you paid when you 

bought the car.

Differential pricing is one aspect of full-cost pricing that is bemg used in gasoline today. 
Have you noticed that in many areas, leaded gas now costs msEg than tmleaded?

Another example of differential pricing is the rebates that utility companies give for 

effident home appliances and lighting systems.

The economic incentive that has gotten the most attention is the tradable SO2 emissions 

allowances, which are part of the new Clean Air Act. Those utilities that use innovative 

technology to reduce emissions below their permit levels will be allowed to seU their 
allowances to other utilities that would rather purchase the allowances than pay for 

pollution controls.
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u There is talk of adapting this concept of tradable permits to carbon dioxide ^ssions to 

T V global warming. Although this would require global agreements, I believe this is a 

^ 1 1 far better option than a carbon tax. If s likely that carbon taxes would be treated as a 
- Cevenue source by governments and as a cost of doing business by industry, rather than 

I stimulus for new pollution prevention initiatives. Further, if s unlikely that all nations
V' would pass carbon taxes, let alone at the same time or to the same degree. The result,

' \ ^ Vender the banner of compeUtiveness, would be new duties on goods to offset unequal 
^ / ^taxation. What a mess - turning an environmental issue, CO2 emissions, into a taxation

^ and trade issue, adding complexity and defeating true reform.

^ ^ universal adoption of full-cost pricing and related economic
r \ ^ instruments. If s not a popular concept with those who would:

• Pollute now and pay later
. Use environmental issues as a platform for taxation with no real environmental 

concern or benefit, or
vA • Profit from environmental disinformation and generate their own kind of

environmental chaos.

But full-cost pricing gives us at least an objective - a target on which we can focus 

current activities to ensure:
• That the polluter pays
• That like a "value-added tax," we initiate a "pollution-added cosf at each level of 

converting a raw material to a finished product
• That consumers understand the consequences of their purchases, and
• That market forces are being used to achieve sustainable development.

The biggest limitafion of full-cost pricing may be the human factor. The market knows 

the price of everything, but not always its worth. How do you incorporate people's 

values in this process? That will be a difficult challenge.

FuU-cost pricing won't give consumers all the information they need to make choices. 
But it gives them a profile... a snapshot of the environmental and economic 

considerations that come with the product

■nie implementation of full-cost accounting, full-cost pricing and other economic 

instruments will require the cooperation of governments, industry and the 

environmental community - nationally and internationally. Ifs a real alternative to
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today's adversarialism, control and command, overiegisUlion and ovar-rcgulabon, and 

nadonal cnviromnantal sdf-interest - all of which come at the expense of real
environmental reform and sustainable development Full-cost pricing would force
those industTies, governments and environmentalists with a hidden agenda to identify 

themselves.

By now, rm sure some of you are saying, "Well that's a very interesting idea, but how 

do we get from here to there?” Certainly, those of us in business have to concern 

ourselves with today's practice, as well as tomoirow's theory.

I beUeve we can begin to campaign on fiyeijsm to begin removing the obstades to 

full-cost pricing and sustainable development.

Regarding energy:
While the price of oU is relatively consistent around the world and gas prices are

\ coming together^ derivative and refined-product prices vary widely around the world,
^ \ generating subsidized use and waste in some areas, while penalizing development m

others.

Regarding trade:
Trade poUcy can and should be used to serve efficient global growth through free 

market mechanisms. That's what GATT and NAFTA are all about. Trade policy can be 

a real force in facUitating harmonized environmental standards. Mexico is a current

case in point.

Regarding taxatioii’.
Sustainable development cannot exist with disproportionate environmental taxation. 
Unequal taxation will serve to polarize publics even more into pro-economic 

development and pro-environmental reform lobbies. By including full and fair
in product pricing (and not using environmental issues to enhance 

^ consumer the best economics and we give sustainable
leral revau

devdop^^^ best chance for success.

Regarding natural resources and raw materials:
like energy, subsidizing them to promote unsustainable growth, and taxing to enhance 

general revenues are equally deadly to real sustainable development.
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And finally regarding priorities:
By understanding the true cost of environmental reform through the perspe<rtive of 

sustainable development, we can finally set objective rather than emotional priorities 

with our partners around the world for our collective best interest.

So all this philosophy on the connection between economics and the environment is 

very thought-provoking, you may be saying, but how can my company keep up its 

commitment to the environment when earnings are down? How can my plant initiate 

environmental improvements when budgets are being slashed? The answer is: finding 

the cost benefits of environmental improvements.

Let me give you some examples of what you can do at your company to strengthen the 

connection between economics and the environment.

• Support voluntary initiatives like the EPA 33/50 program.

• Embrace Responsible Care®, particularly<^^ution preygiti^^^^^

• Start your own voluntary programs; set emissions reduction goals, and work 

toward them continuously.

• Begin to do life cycle analyses on your products.

• Strive to apply your corporate environment, health and safety standards ^obally.

• Support education, not oiUy to promote the study of environmental issues and risk 

management, but also to educate and inform the public so that they can make 

intelligent choices and set priorities.

r» Establish a recharge system whereby individual products, businesses and plants in 

your company are charged internally for environmental services such as 

wastewater treatment and incineration. This allocation of environmental costs 

directly to specific products is a must in pricing your product to reflect its true cost 
manufacture.

10/13/92



□CT-22-1992 13=00 FROM EXECUTIUE 912022282611 P.10/10

• And, as always, lobby government to consider free-market solutions rather than 

regulation.

Some will still say economics and environmentalism are opposing objectives. But 
fifteen years ago, the same thing was said about quality and lower costs being opposmg 

objecfives. The Japanese, and since then many American companies, proved how 

wrong they were. Now we sec that quaUty and lower costs can go hand-m-hand.

Our industry can no longer afford to be overcautious and conservative when it comes to 

addressing environmental issues. It's time for us to boldly look for new solutions.

It's important that we keep looking for innovative approaches and be open to new 

paradigms.

And it's going to take a lot of creativity to solve our environmental and economic 
problems around the world. As our generation was growing up, the images of progress 

were puffing smokestacks and bulldozers making way for new construction. Let’s hope 

that our next generation can grow up seeing images of economic progress and 

environmental preservation hand-in-hand.

###
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