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

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

-remove subsidies

logs

--user fees at national parks, etc.

--100 million subsidy for export of raw
--below cost timber sales (400 million per
year)

--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) A
\Rabuild :
o0 INFRASTRUCTURE INITIATIVE .

--highway/transportation -- repair rather
than new construction; highspeed rail

4 --water projects -- combined sewage
overflow (WM] b”l("‘) %,m ‘?Ay
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--investment and r&d tax credits tilted
toward green technologies

--include energy efficiency investments "OL &
accelerated weatherization (job kﬁm
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stepped up federal energy management
program

stepped up green lights, equipment,
buildings programs with industry

o SERVICE

--Green corps
repair estuaries and riparian areas;
trail maintenance
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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

Lemergency 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
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Short-term Action Plan
National Association of State Energy Officials

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

operations by 15 percent in four years, starting 24 hours after

\)ﬁ _—\Inauguration Day. Savings from such a reduction would total 3570

"‘-&.\( . million annually in Federal buildings alone, and more if fleet and

mdustrlal process energy savings are included. This goal is achievable

agencies are permitted to enter into performance contracts, through

W\' " \which the capital required for energy efficient measures is supplied

: C by contractors who subsequently are repaid from the stream of encrgy
savings.
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2. Direct DOE, through its Federal Energy Management Program, to
take the lead in helping all Federal agencies meet the aforementioned
goal. [nstruct DOE to provide adequate funding and staffing to assist
agencies with needed guidance and technical assistance.

agencies as appropriate to factor energy efficiency into life cycle cost-

Mj(\‘ Require the General Services Administration (GSA) and other
)
benefit analysis and procure the least-cost products.

4, Direct the GSA, DOE and other agencies with relevant expertise to

work with staff of the appropriate Congressional committees to create
> (a_system to use utility budgets, 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.

5. Direct Federal agencies to use their programs and operations as a

. ‘s | living laboratory" of energy efficiency. For example, HUD could

0 uﬂb’{ ) krequire housing authorities to purchase high efficiency refrigerators.
M,‘L - ;ﬂ' Not only would this save operational costs, it also would move the

v JJ market and create an incentive for companies to manufacture high
DK«* efficiency refrigerators.

6. ( 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

A}J"\.“\-cr&}‘“ in place.

QJ\S § }\‘
Qi

, @\5)"\ 7. Reorder the national laboratories’ publicly-funded research priorities

(NN . . : ,
QS Wit to favor energy efficiency projects with probable short- or mid-term
}ﬁ,’l‘ results (e.g., advanced heat recovery, industrial waste minimization).

O 1
.\l\

v 8. 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 signiticant
potential markets overseas.
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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.

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.

Use the expertise and resources of Commerce, DOE, US. 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
(US. Association For Renewable Energy and Energy Efficient
Development), whose mission is the export of American alternative
energy and energy efficient technologies and expertise.

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

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.

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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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.

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

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.

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.

L

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).

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 Clean 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 worth
the bureaucratic difficulties.

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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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.

L.

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.

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

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.

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.

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 funding 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
annually 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 fund 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
fuels. Delegate authority to the states to grant any exemptions as
may be necessary 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.



ot fren

---- DRAFT ----
MEMORANDUM
TO: Rafe 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
UusS.

As | 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
| 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 meided 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 poliution 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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BY HAND

Ms. Katie McGinty

Office of Senator Al 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

cc: Katharine Kimball

Formerly Industrial Gas Cleaning Institute, Inc.

@ Recycled
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WALL STREET STUDY DETAILS JOB BENEFITS OF CLEAN AIR RULES

Shows 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 1996-2000.2

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 equivalent 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 Industrv’s International Competitiveness

. 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 internationally-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.

REFERENCES
1. U.S. EPA (by Smith Barney, Harris Upham and Company Inc., and ICF Resources,
Inc.), "Business Opportunities of the New Clean Air Act: The Impact of the CAAA of 1990
on the Air Pollution Control Industry,” August 1992 (Released October 1992).
2. U.S. EPA, supra, n. 1, p. ES-9, ES-13, IV-9.
3. ICAC, "Acid Rain Controls Would Create Thousands of Jobs," March 16, 1990.

4. Wall Street Journal (Silverstein, M.), "Bush’s Polluter Protectionism Isn’t Pro-
Business," May 28, 1992, p. A21.

3. Wall Street Journal, supra, n. 4; Smith Barney, supra, n. 1, p. I-21.

6. Organisation for Economic Co-Operation and Development, "The OECD
Environment Industry: Situation, Prospects and Government Policies,” Paris, 1992, p. 4;
Office of Technology Assessment (OTA), "OTA Proposal on: American Industry and the
Environment: Implications for Trade and U.S. Competitiveness," 1992, p. 11.

7. Smith Barney, supra, n. 1, p. I-4; OECD, supra n. 6, p. 19; OTA, supra n. 6, p. 10.

8. OTA, supra, n. 6, pp. 4, 10.
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"The economic opportunities 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? | 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 “Envircnmental
President,” proclaimed a new era of environmental leadership for the United
States: “...it'stime 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, 188%)

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 chocse
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 atthe recsnt 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 — Jobs and the Environment



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

But Jobs vs. the Environment is a false choice. The worldis changing rapidly.
Itis becoming clear that a burgeoning intemational market for environmental
protectiontechnology 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 govemment'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 toimprove 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: ' ’

v’ threatening the public health;

v/ slowing State efforts to implement Federal guidelines;

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

v/ 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.

v 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.’

v’ The Office of Technology Assessment (OTA) estimates that
global environmental goods and services will grow to a
$300 billion industry by the year 2000.2

v/ The Intemnational Finance Corporation (IFC)® reported that
the worldwide market for environmental goods and services
is expectedto grow rapidly during the nextdecade, doubling
from roughly $300 billion to $600Q billion by the year 2000.

DPC Special Aeport — 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:

v/ Thailand — The total private sector market for pollution
control equipment is estimated to be about $210 million per
year. Inthe next decade, demand is expected to grow 20-
25 percent. By the year 2000, the private sector market for

pollution controi equipment and services is expected to
reach at least $1.5 billion.

v/ Malaysia—The combined public and private sectordemand
forenvironmental goods and services s estimated at roughly

$210 million per year, and is expected to grow 15-20
percent annually.

v/ 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 1891, and $7 billion over the
199110 1885 period. Fullimplementation ofits environmental
policies would take at least 30 years and cost $260 billion,

much of it going to pay for poliution clean-up equipment that
could be produced in the U.S.

DPC Special Report — Jobs and the Environment



Environmental Protection Creates

Domestic Investment & Jobs

Environmental laws and reguiations give American business unprecedented

opportunities here at home.

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

v/ The stock market firm, Alex, Brown and Scons in Baltimore,
reports that overall, the environmental protection industry
topped $75 billion in 1990, increasing by more than 20
percent yearly since 1985.5

v Tocomply withthe Clean Water Act, the EPA estimates that
over the next 20 years, $111.5 billion will have to be
invesied 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



In bllllons of dollars

Growth in U.S. Market

for Pollution Abatement and Control
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Bush Administration
Environmental Policies
Shortsighted, Says Expert

The Bush Administration’s attempts to undermine environmental laws and

regulations hurtindustries that are dependent upon these reguiations in order
to manufacture the necessary equipment.

Michael Silverstein, president of Environmental Economics, a Philadelphia

consulting and research firm,ina column entitled "Bush's Polluter Protectionism
Isn't Pro-Business," said::

v’ "In recent months the Bush Administration has declared a
moratonum 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.”

v/ "Laws and regulations that force poliuters to spend money
on cleaning up the environment do not diminish the weaith
of a naticn. They transfer this wealth from polluters to

polluter-cleaner-uppers and lay a foundation for greater
future wezlth.”

v "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 — Jobs and the Environment e.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.

Inhisbook, The Competitive Advantage of Nations, Harvard Professor Michael
Porter writes:

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

And European countries are not our only competitars. In 1990, the Japanese
Ministry of Intemational Trade and Industry (MIT!) launched the Resaarch
Institute of Innovative Technology for the Earth.®  The institute is believed to
be the world's first commercial environmental technolegy institute.

- Tsukasa Sakai, Managing Director of JGC Corporation, saidin Business Week
magazine (5/11/92).

v’ “Inthefuture, accesstointernational markets willdepend 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.8



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:

v air pollution equipment suppliers;

v/ engineering advances;

¢ new instruments 'manufacturing;

v/ producers of oxygenated fuels; and,

v’ other process modification technologies.

A Growing Market for Clean Air Products

v Arecentstudy conducted for EPA estimatesthatifthe Clean
Air Act is fully implemented, revenues in the air pollution
control industry willincrease by $4-38 billion annually inthe
next three years.?

v Between 1995 and 2000, these revenues are expected to
increase by $7-39 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 sericus problem in many countries,
providing even greater markets for U.S. environmental goods and services.
Forinstance, 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."

v’ Poland—70 percentof Poland's power plants have serious

air pollution problems requiring advanced pollution control
equipment.

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

v/ 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.

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

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

v’ Chile—The government has embarked on a major cleanup
effortin the Santiago area. An estimated 300-500 industrial
plants will need to install polluticn control equipment such

as process improvements, new boilers, and air pollution
control equipment.

DPC Special Report — Jobs and the Envircnment 2. 10
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Bush Administration
Undermines Clean Air Act

Unfortunately, lessthan 18 months aftersigningthe 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:

v’ delayed approval of regulations conceming toxic air pollutant
standards that would cut more than one billion pounds of air
toxics emissions that can cause cancer and birth defects:

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

v’ 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 poliution 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 p. 12



The ITA report noted the inability of U.S. air pollution control equipment
manufacturersto meetnew foreign standardsthat often exceed U.S. standards.

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

v “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 desulfurzation
(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 (IGCI) shows a direct
connection between the 1970 enactment and 1977 modification of the Clean
Air Act and increase in revenue for the air poilution control industry.
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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).
v' Ninety-two percent believe that a good balance can be
found between economic progress and the environment.

v’ Seventy percent believe that natural resources can be

protected at the same time they can be used for economic
benefits.

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

v’ 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 énvironmental 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
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A CL N-GORB TRANS RTATION AG H
IMPROVING PRODUCTIVITY
ATTATNMENT OF ENVIRONMENTAL GOALS
BOOSTING ECONOMIC GROWTH
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. _Investment in transportation
lnfrast;uctu;e—yeeldsmapproxlmatelyﬂz ~for-1 growth in Gross Domestic

—— e

Product and should be a focus of any short-term investment strategy
——— T T T T T T T T T e e s

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.




ACTION:

Submit FY93 supplemental spending package with revised FY94
budget, with transportation component. Target funding at
repair/maintenance programs. To ensure utilizatiomof the 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 ...... cetesceceresssrssensnsessssess $2.5 billion
Sl bllllon, Interstate Maintenance
$1 billion, Bridge program
$500 million, Surface Transportation Program, including rail-
highway grade crossing hazard elimination

AIRPORT IMPROVEMENT PROGRAM ......cct0cetv0eeeee. $1.4 billion
$400 million reserved for discretionary economic development
grants to small airports

FAA FACILITIES & EQUIPMENT .......cc000c00c¢e0se.. S1 billion
Radar, communications, air traffic control

TRANSIT ....vcccveeenn ceeeenceenna Ceete st tennaan . $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 ¢t et eeoevcvannos cr et e s s e e $450 million

COAST GUARD CAPITAL ......................... $130 million

TOTAL ...vveeeennenoccssncans L $7.13 billion
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DEVELOPMENT OF HIGH-SPEED RAIL POLICY

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

should be balance among the various modes. Under the Reagan-Bush:
Administrations, there has been an imbalance, with significan
increases proposed for FAA and Coast Guard programs, at the expense
of transit, rail, and, to a lesser extent, highways.—

A basic premise of a sound national transportatﬁen’ﬁaiféy\

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. — T T
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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 FY%4
authorized level for the ISTEA highway program is $20.469 billion --
an increase of $2.039 bllllon over the QEQEEES_FY93 level.

( The Eﬁzéillgent Vehicle-Highway Systems (IVHS)) program should

receive—inicreased attention. 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 program 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. Carporations with significant defense expertise
are actively interested in the IVHS program. Navigatiomand

communications systems that were developed for defense purposes can,
with~ some_gggizigggéan_be applied to IVHS: "-Increased funding of
theIVHS program 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 program 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 numerous 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-1 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
joint FAA-NASA R&D program to _develop a new generation of quieter —
aircraft able to serve the United States and Europe was_authorized.
by the 1992 FAA reauthorization. The program should receive $25
million for FY94, out of a total RE&D budget of "$300 million.

-— e
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A CLINTON-GORE CLEAN WATER REFORM AGENDA:
INCREASE INFRASTRUCTURE 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

—~—___CON UCTION GRANT PROGRAM. According to EPA, the nation has
($110 bllllon%ln unmet sewage treatment needs, including correction
] Ine orm 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, ion dollars of investment in
sewage treatment creates 57,400 jobs. =

—“Mh

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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IMPROVE REGULATORY PERFORMANCE

COMBINED SEWER OVERFLOWS (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 sewage

L) \ treatment constructlon grant funding for CSC projects.

\}d
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TOXIC POLLUTION-Hundreds of million of pounds of toxic
pollutants are still discharged into the nation’s waters and sewers,
polluting waters and sediments and contaminating sewage sludge. And
this fails to include over 500 toxic chemicalsand discharges from

ederal facilities Y#W not reported under the

ng\_,&‘ul@g

SOLUTION:

* Long Term: Support Lautenberg legislation to expand Right-
To-Know program to 1nclude more toxic chemicals and more industries.
Clinton-Gore environmental program calls for expansion of reporting
information about toxic chemicals.

BEACH QUALITY-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, and
to require states to notify swimmers when beach waters fail to
achieve beach quality standards.

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.

“1
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SOLUTION:

* 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 nonpoint source grants to sta

~ .

* Long Term: Implement Clinton-Gore proposal to establish
tandards-for sources of nonpoint pollution, providing incentives to
€ t runoff and educating citizens to reduce their contribution

to nonpoint source pollution (household chemicals, lawn products and
pesticides.)

)




UNITED STATES SENATOR

WASHINGTON, D.C. 20510
FrRANK R. LAUTENBERG

NEW JERSEY

MEMORANDUM

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 rally!!!) 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. 1I've enclosed his
resume for you as well.

Enclosures

Not printed at government expense.
e 14



ENVIRONMENTAL
DEFENSE FUND

Cupital Office
1875 Connecticut Ave.. N.W.
MEMORANDUM : Washington. DC 20009
_ ' (202) 387-3500
. Fax: 202-234-6049
To: Gene Sperling (
Sylvia Mathews
Will Ris

Jeremy Rosner

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

Re: Infrastructure Proposal

Date: October 29, 1992 _

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 infrastructure 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

257 Park Avenue South . 5655 College Ave. 1405 Arapahoe Ave. . 128 East H.afgen St. 1800 Guadalupe
New York. NY 10010 - Oakland. CA 94618 Boulder. CO 80302 Raleigh, NC 27601 Austin, TX 78701
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October 29, 1992
Page 2

pér 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 projects that will not be used for new capacity (this important condition was
part of ISTEA’s Interstate Maintenance Fund). -

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 _
number 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-based" 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 conéepis 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
ADDITIONS
FY'93 FY'93 Revised FY'93 FY'94
Line-ltem 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 45.0 295 46.4
Schools & Hospitals * 28.9 36.0 71 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) 29 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 20 20 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 20.0 200
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-ltem Appropriation Appropriation Cuts Budget Request
REDEFINED PRIORITIES
Nuclear Energy R & D 3114 161.4 -150.0 161.4
Fusion 339.7 264.7 -75.0 264.7
Super Collider 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
Palicy & 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




DOE REPROGRAMMING & BUDGET REQUEST

FY'93 Actual |FY’'93 Proposed| Additions Frod
Proposed
State Assistance 256.8 463 206.2 471.7
R&D Programs 695.5 846.6 151.1 990.8
DOE Initiatives 90.1 126 35.9 140.4
Energy Bill 10 487 477 525
Initiatives

TOTAL 1052.4 1922.6 870.2 2133.9
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ENERGY EFFICIENCY & RENEWABLE ENERGY

State Assistance
FY'93 Actual |FY'93 Proposed| Additions Yo
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 26 35 9 36.1
Direction
- Urban
Consortium L 3 2 3
Partnership 0 20 20 20.6
Grants




ENERGY EFFICIENCY & RENEWABLE ENERGY

R & D Programs
FY'93 Actual |FY'93 Proposed| Additions FY'o4
Proposed

Natural Gas R,D 179.9 243 63.1 250

&D
Energy Supply R 202.8 252.8 50 325

&D
Efficiency R & D 312.8 347.8 35 412.8
DHC Promotion 0 3 3 3




ENERGY EFFICIENCY & RENEWABLE ENERGY

Departmental Initiatives

FY'93 Actual |FY'93 Proposed| Additions Pr:gc?:e d
EIA 82.6 97.6 15 97.6
FEMP 4.6 20.5 18.9 29.9
Policy & Mgmt 2.9 7.9 5 12.9

(CE)




ENERGY BILL INITIATIVES

Efficiency
FY'93 Actual |FY'93 Proposed| Additions Pr:g::e d
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
FY'93 Actual |FY'93 Proposed| Additions FYod
Proposed
Joint Ventures 0 125 125 125
Grants 0 6 6 6

Produc;tlon 0 0 0 25

Incentives

Technology 0 100 100 100

Transfer




ENERGY BILL INITIATIVES

Other Activities
FY'93 Actual |FY'93 Proposed| Additions Fr'od
. Proposed

Tribal
Assistance 0 25 25 25

Insular
Assistance 0 2 2 2

NAS Subsidies
Study 0 0.5 0.5 0.5




Vehicle Fleets & Alternative Fuels

ENERGY BILL INITIATIVES

FY'93 Actual |FY'93 Proposed| Additions POt
Proposed
School B-us 0 25 25 29
Conversion
Private Fleet 0 20 20 20
Loans

Electric

Vehicles 0 | ° ’

Fuels Incentive 0 10 10 10

Grants
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IMMEDIATE ACTION REQUIRED

OBJECTIVE: RESULTS in FIRST 100-DAYS demonstrating that
PRESIDENT CLINTON CAN GET THINGS DONE THAT MATTER
TO THE AMERICAN PEOPLE.

QUESTION: what can be done in the FIRST 100-DAYS to
demonstrate that ENVIRONMENTAL GOALS CAN BE
ACHIEVED AT A PROFIT AND WHILE CREATING JOBS?

ANSWER: 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 can provide the Clinton
Administration with major press announcements during the first 100-
days. Announcements will focus on the overlapping areas of jobs,
energy efficiency, environment, and international competitiveness.
press 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 E1i Lilly

Clinton Administration Launches Energy Efficiency Partnership with
Top CEOs at Newly-Retrofit National Buildings Museum: Voluntary

initiatives will save U.S. businesses over 85 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 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 0il: "The Green Lights Program provides an ingenious
way 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: 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
P iy used--and associated pollution--will be
M{Green eliminated at profits in excess of 25%

--IJ' rate of return on capital.

= L1gnts

FULLY IMPLEMENTED, GREEN LIGHTS COULD:
o SAVE THE U.S. $20 BILLION PER YEAR IN ELECTRICITY BILLS;

(=] 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
& EPA POLLUTION PREVENTER about it several months ago."]

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.8. COMPETITIVENESS.



Golden Carrot Refrigerators: Organized in collaboration with

utilities

!

SERP

SUPER EFAICEENT
ALFRIGERATOR
PROCAAM INC

and non- government organizations, the "Golden
Carrot" Super Efficient Refrigerators

300 KWh saved Program is a contest that will award $30
per year leads 10 million (in the form of utility rebates)

- Electnerty bill

to a refrigerator manufacturer for

reductons $500 commercialization of a new model that

- CO; requctio

over 9000 Ibs

s 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)

2)

Issue

a _White House Directive to:

a)

b)

Plan

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

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).

for a Presidentially chaired meeting / dinner of

betwe
agree
profi
inves

a)

b)

en 500-1000 CEOs, University presidents, etc. to win
ment to support these programs and commit to
table expenditures to immediately create jobs and
tments. Components include:

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

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)

d)

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

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



s

Issue Seven: “Are there any high-visibility new programs that might provide jobs, an
opportunity 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 loans 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 connection, 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 Community.



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
limited to the Pacific Northwest.

The goal of the Task Force should be to develop an overall Administration 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 significant 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 government 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
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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
clean up toxic and unsafe abandoned mines identified in the Western Governor’s task /
force report (See Issue Seven, below).

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

What 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 CEQ -- 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. CO2 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.).




e

IMMEDIATE ACTION REQUIRED

OBJECTIVE: RESULTS 1in FIRST 100-DAYS demonstrating that
PRESIDENT CLINTON CAN GET THINGS DONE THAT MATTER
TO THE AMERICAN PEOPLE.

QUESTION: what can be done in the FIRST 100~DAYS to
demonstrate that ENVIRONMENTAL GOALS CAN BE
ACHEIEVED AT A PROFIT AND WHILE CREATING JOBS?

ANSWER:® vtilize highly successful (and somewhat
unconventional) programs at the EPA to implement
campaign promises of improved enerqgy 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 can provide the Clinton
Administration with major press announcements during the first 100-
days. Announcements will focus on the overlapping areas of jobs,
energy efficiency, environment, and international competitiveness.
Press events will be largely carried out with Green progranm

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 Hulf: 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

ipnitiatives 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:

© The basis for the U.S. to agree Lo the Climate Change
convention in Rio, and the foundation for implementing its
commitments

) savings for consumers, environmental protection, flexibility
and recognition for the pusiness community:

Mobil 0il: "The Green Lights Program provides an ingenious
way 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: nEnergy-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)

Texacos "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-effcotive waye 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 enerqgy

used--and associated pollution--will be

N 2)

ﬂ«"/ n eliminated at profits in excess of 25%
gL rate of return on capital.

= 1 19NniS

FULLY IMPLEMENTED, GREEN LIGHTS COULD:
o SAVE THE U.8. $20 BILLION PER YEAR IN ELECTRICITY BILLS;

Q FPREVENT OVER $70 BILLION OF POWER PLANT EXPENDITURES,
FREEING THOSE RESOURCES UP FOR JOB-CREATING INVESTMENTIS
THAT INCREASE U.8. COMPETITIVENESS;

WITHOUT DRAINING THE FEDERAL TREASURY OR ADDING TO THE DEFICIT

Energy star Computers: Poscitive 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. pereonal 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 FEnergy Star Program
was launched, cne of the charter partners
was congratulated for its commitment and
asked by a representative of the

environmental community, rwhen did you
start thinking about energy efficiency?"
and the manufacturer replied (somewhat

sheepishly), "When EPA approached us
& EPA POLLUTION PREVENTER about it several months ago."]




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 REBOURCES FOR ~
INVESTMENT, JOB CREATION AND INCREASING U.8. COMPETITIVENESS.

Golden carrot Refrigerators: organized in collaboration with

utilities and non- government organizations, the "Golden

carrot" Super Efficient Refrigerators

| 200 KWh saved program is a contest that will award $30

1 per yaar leads % million (in the form of utility rebates)

' < Electnoty i tc a refrigerator manufacturer for

rhutans 500 ~ommercialization of a new model that

QERP - Sumaciens uses less than half of the electricity of
o=~ any refrigerator available today.

RPROFAATOR
rRoES s\ N

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 oOffice of Atmospheric Progqrams, 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 I8 NEEDED FOR 18T 100~DAY SUCCESS8?

1) Tssue 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) raeorganize 50 people from other staffas currently
working on related issues, and reprogran 0.33 % of
EPA's resources (an additional 50 pecple from other
program areas within EPA and %25 million).

2) 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 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 thea Administration
demonstrates its commitment to job-producing
investments that create partnerships ‘minimizing
pureaucracy and using market forces to profitably
produce pollution

THIS ACTION CAN BE A SIGNIFICANT STEP 1IN DEMONSTRATING THE
LEGITIMACY OF THE ADMINISTRATION AND FEDERAL GOVERNMENT AS A
PARTNER IN SOLVING THE ACUTE AND LONG TERM PROBLEMS FACING THE U.8.
IN A MANNER THAT LOES NOT ADD 70 THE DEFICIT AND WHTCH ENHANCES THE
FREEDOM AND FLEXIBILITY OF THE PRIVATE SECTOR TO MAKE DECISIONS






THE-NATHAN-CUMMINGS -FOUNDATION

2 November 1992

Senator Al 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 gencrate gond-wage 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
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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. That 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,

CALS

Conn Nugen
Environment Program Director



MEMORANDUM

TO: Katie McGinty

\
FROM: Roger DowerwD
Rafe Pomerance

i

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 Clinton/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 system -- 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. Reform 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 from 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 fraction 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,
and 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 garner 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 farmers 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 gas 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 producing countries, and the resulting increase in world commodity prices would
boost incomes for U.S. farmers 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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IMMEDIATE ACTTION REQUIRED
OBJECTIVE: RESULTS in FIRST 100-DAYS demenstrating that

PRESIDENT CLINTON CAN GET THINGS DONE THAT MATTER
TO THE AMERICAN PEOPLE.

QUESTION: What c¢an be done in the FIRST 100-DAYS to
demonstrate that ENVIRONMENTAL GOALS CAN BE
ACHIEVED AT A PROFIT AND WHILE CREATING JOBS?

ANSWER: 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.
businecees.

WHAT EPA'E VOLUNTARY "GREEN™ PROGRAMS CAN DELIVER:

EPA's voluntary “Green" programs can provide the Clinton
Administration with major press announcements during the first 100-
days. Announcements will focus on the overlapping areas of jobs,
energy efficiency, environment, and international competitiveness.
Presa events will be ';argély 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 inciude
Boeing, American Express, Bell Atlantic, WalMart and E1i Lilly

Clinton Administration Launches Energy Efficiency Partnership with
Top CEOs at Newly-Retrafit National Buildings Museum: voluntary

initiatives will save U.S. businesses over $5 billion 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 thea UvU.8. to agree to the Climate cChange
Convention in Rio, and the foundation for implementing its
commitments

o Savings for consumers, envirommental protection, flexibility

and racognition for the business community:

Mobil 0il: "The Green Lights Program provides an ingenious

way to reduce pollution -- and to do it at a profit. Now

that's a bright idea.n (national public service announcecnent,
September 1292)
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Wall Street Journal: "Energy-efficient cemputers 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 §, 1992)

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

Green Lights: Over 650 U.S. corporations, setate governmente,
universities and hospitals have agreed to
upgrade over 3 billion square feet of
commercial and industrial sgpacce with
energy efficient lighting within the next
5 years. Between 50 and 70% of the energy
uzed-—-and associated pollution--will be

N =Y
aﬁﬂqz}refﬂl eliminated at profits in excess of 25%

-2,

rate of return on capital.
FULLY IMPLEMENTED, GREEN LIGHTS COULD:
o EAVE THE U.S8. $20 BILLION PER YEAR IN ELECTRICITY BILLS;

o PREVENT OVER $70 BILLION OF POWER PLANT EXPENDITURES,
FRBBING THOS8E RESOURCES UP FOR JOB~CREATING INVESTMENTS

THAT INCREASBE U.8. COMPETITIVENESS;
WITHOUT DRAINING THE FEDERAL TREASURY OR ADDING TO THE DEFICIT

Energy 8tar Computers: Positive product identification by the EPA
gives manufaclurers 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

& EPA POLLUTION PREVENTER about it several months ago."]

=
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FULLY IMPLEMENTED, ENERGY STAR CQOULD SAVE ENERGY AND PREVENT
POLLUTION EQUIVALENT TO 5 MILLION CARS8 WITH NO INCREASE TO
CONSUMER COST OF THE COMPUTERS FREEING UP RESOURCES FOR
INVESTMENT, JOB CREATION AND INCREAEING V.8. COMPETITIVENEES.

Golden Carrot Refrigerators: Organized in collaboration with

utilities and non- government organizations, the "“Golden
Carrot" Super Efficient Refrigerators

| 200 KWh saved Program is a contest that will award $30

Y pot year loads tc million (in the form of utility rebates)
Erectnesy bil to a refrigerator manufacturer for

rouCtiont S50 commercialization of a new model that

SERP -z ymomans uses less than half of the electricity of

e
REFIICER S TOR

PROCRAM INC

any refrigerator available today.

FULLY IMPLEMENTED, GOLDEN CARROT COULD 8AVE §7.5 BILLION PER
YEAR -- AND AMERICA CAN LEAD THE WORLD IN THIS TECHNOLOGY!

WHO DEVELOPED THE GREEN PROGRAME:

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, develouped Lhe
Green programs has identified dozens more opportunities ready for
action, as resources permit.

WHAT ACTION BY FRESIDENT CLINTON I8 NEEDED FOR 18T 100~-DAY S8UCCESS?

1)

2)

1.

Issue a White House Directive to:

a)

Plan

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

reorganize S50 people from other starfs 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).

for a Presjdentjally 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

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

c) the develcpment of a major exhibit in Washington,
D.C. for demonstrating technalogies

d) the participation of the President and/or Vice
Prasident 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 @IGNIPICANT STEP IN DEMONSTRATING THE
LEGITIMACY OF THE ADMINISTRATION AND FEDERAL GOVERNMENT AS A
PARTNER IN S8QLVING THE ACUTE AND LONG TERM PROBLEMS FACING THE U.S.
IN A MANNER THAT DOES NOT ADD TO THE DEFICIYT AND WHICH ENHANCES THE
FREEDOM AND FLEXIBILITY OF THE FPRIVATE SECTOR TO MARE DECISIONS
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;:5 UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

e WASHINGTON. D.C. 20450 .

0CT 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 spec1f1c
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, encouraglng 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 programs to meet the goals
of the Rio Climate Treaty. Read this EPA pla call our Global
Change Office at 202/233-9190. partner.
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The Goal of Long-Term Growth and™Nts Role in Governing
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NTIAL--DRAFT 10/30/92

Executive Summary

Clintonomics believes that our primary economic difficulty is
declining real wages and, céncomitantly, our faltering standard of
living. The 1long-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-l

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 1leader,
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 ("PPF") 1is 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. 1Indeed, 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 1little 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 1is 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 nhew
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



included. The goal: To focus attention on the one factor
' of U.S. productivity that, by definition, cannot move

ielsewhere: 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: (1) 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) 1increased 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 Al 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."
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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

2 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.
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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.

9



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

Y~
require another $15-20, in federal spending over the next two years.

|

Fourth, and nmost fundamentally, there 1is 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 1long 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

10



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
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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.
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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

4 Among the questions that need to be addressed in

‘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 1long-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?
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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 1loss 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:
(1) A tax credit for every "net" new employee thatlis
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.
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(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: (1) 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 1limitation 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:
(1) 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 Management. 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.
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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 above 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 recovery in confidence is
necessary before recovery can proceed. It is obviously true that,
over time, the best way to improve consumer confidence is to
improve the economy -- a positive feedback loop, if you will. But
it may be that the enactment of a serious plan helps to raise
confidence even before the first fiscal elements of that plan have
begun to work. 1In effect, the enactment of a serious plan gets the
positive feedback loop working even 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 levels
of consumer confidence may actually slow down the effects of even
a good plan.

The need to act gquickly 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
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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
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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 1is 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 331
1994 268
1995 244
1996 254
1997 290
1998 311
1999 350
2000 400
2001 454
2002 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 , ")
is prinmiarly caused an expected explosion in health caf;RES;Es\ 5

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
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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 vyears 1is 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 1living
fits neatly with the long-term goals of the Clinton-Gore economic

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

remaining $.5 trillion would come from<tax 1ncreases ($376 billion)

—— J——

and savings on reduced interest rates ($150 bllllon)

Spending Cuts. The Nunn-Domenici package proposes the
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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 international spendingto growth at half the

\
%fﬁuﬁihﬁj%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 prograns,
including some or all of the following (with the ten-year

savings, 1in 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)
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* Mass transit operating subsidies for 1large

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 1if 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

JWJA% encourage savings, rather than consumption. To that end, Nunn-
%;AZ Domenici propose a consumption-based income tax to replace the
&}UJ&j current income-tax structure and to encourage people to save.

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

income tax might avoid the need for any separate tax on businesses.

T

But Nunn-Domenici proposes that, to ease the burden on individual

WAﬁ;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 harmOfifS/ppth//

fiscal and environmental goals. Furthermore, if coug;ed with an

;
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fairness issues raised by an energy ofr 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
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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 alsoc 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
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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 1long-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 1likely 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
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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 1like 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 question 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.®

6 Governor Clinton himself has used a similar 1line of

reasoning when discussing racial tolerance. He has said that a

g{yﬂ nation that is growing will better create an atmosphere of racial
/) understanding than a declining nation where each hiring decision is
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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.

Reqgulatory 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

28



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. 1If 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.
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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 tha£ 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, OMB, 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.
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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 unique 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 Jjob 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).
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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
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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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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
Pleasead to invite you to join us in this profitable partnership to
reduce the risk of global climate change and make our econemy grow.

In June, 1992 President Bush signed the Framework Convention
on Climate Change at the Earth Summit in Rio de Janeirs. The
President made this firm commitment with confidence that our nation
will undertake concrete actions to help the planet and help our
economy. Theé United States has since ratified the convention, the
first industrial nation to do so. EPA has identified many spacific
opportunities to act on the natien'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 mcney, encouraging innovation, and helping reduce

greenhouse gas emissions. ese
: 1 : - g _carbon emissions over 60
enwids. EPA's init designed to capture methane

emissions are also making it easier for operators of coal tines and
landfills to profit from reducing greenhouse gas emissions.

This book lays out EPA's efforts for moving forward with thess
groundbreaking programs by providing the necessary tachnical,
organizational and policy support. But we cannot gucceed in these
voluntary efforts without widespread participation by U.S.
companies and citizens, These voluntary programs need the
involvement of all sectors of the econony 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 programe to meet the geals
of the Rio Climata Treaty. Read this EPA pla § call our Globa

Change Office at 202/233-5190. Ne want you aa bartner. .
o!
1lliam K. Re
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| OFFICE OF AIR AND RADIATION
THE CLIMATE 1S RIGHT FOR ACTION

VOLUNTARY PROGRAMS TO REDUCE GREENHOUSE GAS EMISSIONS

As part of its ongoing effort to prevent air pollution, the United States Environmental
Protection Agency is expanding its voluntary programs. These programs bring significant
benefits in reduction of overall air poliudon—and particularly in controlling greenhouse
gas emissions. This plan describes the voluntary air pollution prevention programs already
underway and provides a biueprint for future action. ) :

[n reviewing this blueprint for action, it is important to remember four key items:

L. Air Pollution Prevention: EPA’s ﬁtograms described here reduce emissions of green-
house gases such as carbon dioxide (CO,) and methane {CH,), and they also signifi-
cantly reduce other types of air pollution, including sulfur dioxide (SO,)—a primary
component of acid rain, and n'i.n'ogen axides (NO,)—a contributor to both acid rain
and smog.

2. Sound Economics: EPA’s voluntary greenhouse programs make sense independent of
environmental coricerns. The actions described here are good ideas on economic
grounds alone. Energy efficiency is indeed “no regrets.”

3. Muliiple Efforts: The voluntary efforts described here are but one component of the
Federal government’s activity in reducing the risk of climate change. The Department
of Energy, Department of Agriculture, and other U.S. agencies have programs under-
way in this important effort. _

4. Public/Private Partnerships: Most importandly, the success of EPA’s voluntary programs
depends upon widespread participation by U.S. companies and citizens. Join EPA in
these programs io prevent pollution—The Climate Is Right!

“These programs ave the cornerstone lo Emiting greenhouse gas emissions—pavring
erwmronmenial prolection and economic grouh.”

William K Reilly, EPA Administrator
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CLIMATE CHANGE IN R10

_ Al the United Nations Conference on Environment and
Development (UNCED) in Rio de Janeiro, Brazil, the U.S.
recently joined with 153 nations in signing the United Nations
Framework Convention on Climate Ghange, which calls upon cach
signatory to mifigate climate change by limiting its emissions of
greenhouse gases.

The US. takes this commitment seriously—in fact, Senate
ratification of the climate treaty on October 7th makes the U.S.
the first industrialized nation to hecome a signatory. And the
FPA is already ranslating this commitment into concrete action
and measurable results. EPA’s greenhouse programs pair the
“green” of environmentalism with the “green” of profit to com-
bat air pollution and stimulate economic growth, through the
new environmentalism of voluntary corpora[e action.

EPA’s voluntary greenhouse programs consist of a series of
initiatives modeled on successful programs already underway,
such as Green Lights and the utilitysponsored “Golden
Carrot™” Super-Efficient Refrigerator Program, which EPA
helped develop.

EPA envisions a rapid roll-out of these new programs.
In fact, in the days following Rio EPA launched its next

effort—Enexgy Star Computers—with leading manufacturers
who represent ~35 percent of the domestic market for
desktop computers.

EPA’s voluntary greenhouse programs are highlighted in U.S.
Views on Global Climate Change, published by the Department of
State prior to Rio. Also featured prominently in U.S. Views are: full
implementaticn of the National Energy Strategy, which definesa
new, more efficient energy path for the United States; the new
transportation law which will greatdly improve the efficiency of
moving people and goods by autos, rapid transit, 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 acion—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.

>

GREENHOUSE R . -
INITIATIVES (éw N (qﬁf
TIMELINE ,J_,, i - o
January 1991: : May 1991: September 1991: January 19%2:
Historical Milestones Launched Creen Lights First Green Lights State Consortium for Energy Green Lights Partner commit-
Government Pariners Efficiency (CEE) established menis exceed 2 billion [ of

(California and Maryland)

and incorporated facility space
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UNITED NATIONS FRAMEWORK CONVENTION ON CLIMATE CHANGE

OBJECTIVE
The ulomate objective of this Convention and any related legal
instruments that the Conference of the Parties may adopt is 10
achieve, in accordance with the relevant provisions of the
Convention, stabilizagon 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, 1o
ensure that food production is not threaiened and to enable
economic development to proceed in a sustainable manner.

tries are taking the lead in modifying longerterm trends in
anthropogenic emissions consisient with the objective of the
Convention, recognizing that the return by the end of the pre-
sent decade o earlier levels of anthropogenic emissions of car-
bon dioxide and other greenhouse gases not controlled by the
Montreal Protocol would contribute to such modification...

(b)In order to promote progress to this end, each of these

Partics shall communicate, within six months of the entry into
force of the Convention for it and periodically thereafter, and
in accordance with Article 12, detailed information on its poli-
cies and measures referred to in subparagraph (a) above, as
well as on its resulting projected anthropogenic emissions by
sources and removals by sinks of greenhouse gases not con-
trolted by the Monireal Protocol for the period referred to in

ARTICLE 4: COMMITMENTS
2.(a)Each of these Parties shall adopt national policies and
take corresponding measures on the mitigation of climate change,

OCT 38 ’Sz2 ©3:14AM

A

by limiting its anthropogenic emissions of greenhouse gases and
protecting and enhancing its greenhouse gas sinks and reservoirs.
These policies and measures will demonstrate that developed coun-

subparagraph (a), with the aim of returning individually or
Joindy to their 1990 levels of these anthropogenic emissions
of carbon dioxide and other greenhouse gases...

o

-

- !\" ~

@
February 1992: March 1992: Apuif 1992 June 1992: Jume 1992
Chloroflucrecarbon (CFC)- EPA/Chinese non-CFC insu- U8 Views on Global Climazs Earth Suromit in Rio: United Energy Star Computers kick-
free refrigerator with lated refrigerator prototypes Change published by US. Nutions Framework Convention ofi—35% of market share
improved encrgy efficiency developed State Departoent on Clomate Change signed participating on st day!
developed
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While scientific uncertainty over the nature of climate change
remains, the public is raising other important questions: “What can
we do about climate change?” and “How much will it cost?”

The success of programs implemented by EPA suggests not
only that significant reductions of greenhouse gases are achiev
able at low cost—but that they can be profitable! EPA's voluntary
greenhouse programs seck 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 essennal to the

_ development and continuing success of EPA’s greenhouse pro-

grams. Public/private partnerships that increase the efficiency
with which we use our resources can reduce greenhouse gas
emissions and other air pellution, save consumers money, and
increase the competitiveness of our businesses. s

EPA’S YOLUNTARY GREENHOUSE PROGRAMS—
A NEW PERSPECTIVE

YOLUNTARY GREENHOUSE PROGRAMS

EPA envisions a rapid rollout of its voluntary greenhouse pro-
grams, as illustrated by the timeline beginning on the previous page.
Other cvents supporting the voluntary efforts are inchrded in the
timeline as well -

Consortium for

( :  Green Lights
Ny Energy Efficiency

Corporate Purchasing J{:;. X

% Energy Star

Regulatory/ Environmental
Legal Support Best Practices
" "Golden Carrot™"

$ International
Cooperation

Dates prior to July 1992 are historical; those following the fall of 1992
}gpﬁaﬁaﬂﬂ;‘i‘%% al;l:i%c,g.-ainty aﬁﬁ'm inclhyded t§ provideoa lempl?lllté

OCT 3@

"

Juae 1992:

Joby 1992:

June 1992: July 1992: Jnly 1992;
EPA Greenhouse Programs EPA testifies in Georgia hear- Uiilities commit ~$30 million Brief Ohio Public Urility U.S.-Russian natural gas meet-
Advisory Sub-Corsmittee ing on utility regulatory in “Golden Carrot™” Commission ing in Moscow
selection begins reform Refrigerator incentives,

RFP issued
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KEY FLEMENTS OF EPA’S VOLUNTARY GREEN PROGRAMS

Emage corporule-wide purchasing frameworks so that energy

iNRE efficiency and full life cycle cost considerations
ll. 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 thetr
department does not pay the electricity bills).

“ft tahes not much imagination lo see that ervironmental
aomcern is nol just a fad, but a serious trend. It wsll
shape the fulure of our business, and to learn bo
understand it and shape i is really i our inlerest.”
Stepban Schmidbeiny
Business Council for Sustainable Development

2) Kdentify energy-¢fficient produects so that consumers can make
educated purchasing decisions. Unfortunately, the

% lack of good information makes it difficult 1o
choose the most cost-cffective products.

3} Prowote muss purchases of energy-efficient technologies in order

to improve economics of scale and reduce prices.

Once organizations begin to purchase efficient tech-
nologies, prices for these products often fall below

their less energy-efficient alternatives. )
4) Encmm:ge industry to commercialize more resource-efficient
technologies by demonstrating that these products
" will sell. Clear “market-pull” signals to manufacturers
can help get products off the drawing board and onto

store shelves.

’92  B9:135AM
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Augus! 1992: September 1932 September 1992: September 1992: September 1992:

Green Lights: over 600 ,;’ NBC program on Green EPA develops initiative with EPA/Chinese development New super compressor

participants : Lighis airs India for superefficient, non- of non-CFC Lorenz Cycle technology prototype for
CFC refrigerators refrigerators home refrigerators

RS -
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5) Promate sensible utitity regulation and legnl frameworks to
encourage cost-cffective investments in energy con-
servation and cthane—rccovery programs. Too

Ensuring that companies and consumers can indeed profit from
wise use of resouces—by improving energy efficiency or captur-
ing and using methane for energy—Ileads to a more productive
and less polluting economy.

“Innovative green programs such as Green Lights,
Energy Star Comjniters, and the ‘Golden. Carrol™’
Refrigerator Bugmmmm&ml to achieving national
newessary jor achieving the environmenial goals
of the 1990%.”

Rafe Pomerance, Senior Associate
World Resources Institnte

6) Create Environmental Best Practices agreements to integrate
environmental considerations into the design and
3 planning of products and services. Placing environ-

mental concerns in 2 primary role can lead 1o 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) Expand international markets for resource-efficient U.S.
techiologies. EPA, the Department of Energy
(DOE) and the Department of Commerce are all
working to promote resource- and energy-efficient U.S. tech-

nologies worldwide to create additional business opportunities
for U.S. industry, while belping. protect the global environment.
EPA’s voluntary greenhouse programs often create such oppor-
tunities, many of which are desaibed herein.

September 1992; October 1992: October 1992: October 1992: October 1992:

EPA manual for chiller refrig- EPA/DOE Memorandum of Green Buildings—Variahle Energy Star Printers MOU EPA promulgates incentive
erant containment, conserva- Understanding (MOU) Speed Drives (VSDs) (air han- released regulations for encrgy
tion, and conversion for finalized dlers) corporate pilot pro- effidency

developing countries gram launched
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EPA VOLUNTARY GREEN PROGRAMS EXPLAINED

1. CORPORATE. PURCHASING STRATEGIES
Flagship Program: Green Lights

EPA’s Green Lights Program is changing the way that compa-

nies light their offices and factories across the United States.
Lighting acconnts for over 20 percent of total U.S. electricity

consumption and was responsible for 120 million metric tons of
carbon emissions in 1990. Available technology can reduce the
elecuricity used for fighting 50-70 percent. These efficient tech-
nologies also provide excellent invesiment opportunitics—in
fact, a typical lighting upgrade yields an interpal rate of return of
gs_ 20-30 percent—a payback of about 34 years.
Green Lights provides companies and governments with a

framework lor seizing these efficiency opporluriitie;. Through
Green Lights, organizations make 2 corporate-wide decision (o
invest in energy-efficient lighting, thus giving individual build-

61% 54%
Energy Savings Encrgy Savings

GREEN LicHTS UPGRADES SURPASS
ESTIMATES OF TECI-]NICAL POTENTIAL

When EPA launched Green Lights in early 1991, published
engineering calculations estimated the largest possible light-
ing electricity savings to be 25-54 percent. Many of the first
lighting upgrades completed under Green Lights exceed
these estimates of “maximum technical potential.”

<> S
The Gillette Company yol ]antzen.
Santa Monica, CA Lavergne, TN Vancouver, WA
50,000 125,000 f12 45,000 {2

37% ERR* " 79% IRR 36% IRR

Finternal rate of return (IRR)
Source: Green Lights Upgrade Reports.

A S me e W
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November 1992:

October 1992; November 1992:

Green Lights has over 3bil- CEE executive director hired Appalachian Coalbed

lion f commited Methane Environmental and
Economic Benefits Study
released

November 1992:

EPA publishes Consecvation
Verificaton Protocol

November 1992

EPA report on the economic
and environmental henefits
of natural gas generation
relcased
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ing managers nationwide 2 mandale to pursuc the optimal
lighting designs.

By signing a partnership agreement with EPA, Green Lights
participants commit to survey and upgrade 90 percent of all
domestic facilities with the most energy-efficient lighting systems
that are profitable, within 5 years of signing the agreement.

As of September 30, 1992, Green Lights participants num-

‘ber 651, including 296 corporale Partners, 24 state and local
government Partners, 42 utilities, 195 lighu'n manufacturéts,
55 lighting management companies, an THese
organizations have committed over 2 8 billion square feet of
facility space to the program, over 3 percent of the national
total—far exceeding the leasable office space in the metropoli-
tan areas of New York City, Los Angeles, Chicago, San
Francisco, Washington DC, Philadelphia, and Dallas.

GREEN LiGHTS TopAY & TOMORROW
Estimates include the Green Lights Program as well as other promising

DOE and utility programs to promole energy-¢fficient bighting.

Green Lights Today: 1992 Green Lights Tomorrow: 2000
2.8 billion 24-60 billion

square feet commitied square feet committed
Expected From These Expecied From These
Commitmenis— Comerrituesids—

12.4 BkWh/yr Energy Savings 104 - 226 BkWh/yr Entergy Savings

2.3 MMT Avoided 22 - 55 MMT Avoided
Carbon Emissions Carbon Emissions
67,500 Metric Tons 1.3 MMT

Avoided SO, Emissions* Avoided SO, Emissions*
28,700 Metric Tons 600,000 Metric Tons
Avoided NO,, Emissions Avoided NO, Emissions

870 Million Reduced %7 - 15.8 Billion Reduced
Electricity Bifls** Electricity Bills**

Source: EPA and U.S. Views on Global Climste Change, calculated using the follon-
ing cinissions factors: 1992 Carbon = .186 MMT/BkWh; 2000 Carbon = 243
MM'I'/Bl\‘ih; SO, = 5.3¢/kWh; NO,, = 2 5g/kWh.

# As 2 result of the Clean Air Act, these reductions may lead 0 SO, allowance cred-
its, worth arr estimrated $300-1000/ton, rather thun actual emissions reductons.

** At 7.0 cents/kWh.
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November 1992:

National Association
of Regulatory Utility
Commissioners endorse-
ment of EPA Energy Star

L ot JE e ST P NN

November 1992:

Jssue Final nmile reducing land-
fill snethane emissions

Novemberx 1992:

Green Lights Partucrs adver-
tising co-op places ads in
major business magarines

November 1992:

Agrcement for Energy Star
Fax Boards

November 1992:

Launch ontreach program on
mefHanc encrgy recosery
from landhills 1o indusury/
states/municipalities/uiilities
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Future Corporate Purchasing Programs
Following the Bagship Green Lights Program, EPA is plan-
ning the introduction of similar programs, targeting the fol-
lowing technical opportunities: .

Lighting Product Information Program; and networking
through lighting manufacturers, lighting management compa-
nies, and utilities. EPA also provides opportunities for public
recognition, including public-service advertiscments, news arti-
cles, marketing materials, broadcast specials, and videotapes.

= Industrial Motors '
Cuildings Terhnologics 2. PRODUCT IDENTIFICATION STRATEGIES
». Commercial Cooking
« Better Refrigerants : . .
. Industrial Flectrolytics Flagship Program: Energy St Compruters
As technologies evolve and market conditions change, EPA will modify The EPA Energy Star Computer program is helping to cre-
and expand this list. | ate a market for energy-efficient desktop computers, by provid-

EPA helps o get the Green Lights job done with technical
support from start to finish, including: state-of thean software
to assist in upgrade decision-making; informaiion on financing
energy-efficient lighting through a large national data base;
“consumer reports” of lighting products through the National

ing a clear market incentive for manufacturers to improve the

“EPA should be congratulated for its

92 B@3:17AM
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o

November 1992: November 1992: December 1992:

Decomber 1992: December 1992:
Mobile Methane Monitor Kick-off Federal Green Lights EPA Rosidential Heating and Launch volwntary program Initate Animal Waste
wansferred to Russia Program Cooling Report released on methane epission reduc- Demonstration Project

tions from namiral gas systems
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efficiency of their products and an effective mechanism for capable of “powering-down,” so that consumers and businesses

consumers to make informed purchasing decisions. know that they can save money and cut air pollution when they
Currently, computer systems consume 5 percent of all com- purchase this equipment.
mercial electricity—and this number could grow to 10 percent The EPA Energy Star Computers program was developed
by the year 2000. Rescarch suggests that 30-40 percent of all with industry leaders and launched June 17, 1992. Gurrent partic-
ﬁ—
computers are left on at night and over weekends, and that ipants in Energy Star Computers make 40 percent of all personal
even during the day compnters are active less than 20 percent - computers and workstations sold in the U.S., and EPA is expand-
of the time. This provides a clear opportunity for dramatic ing the program to include other manufacurers. As of
reductions in energy use, costs, and greenhouse gas emissions. September 1992, participating manufacturers include:
Manufacturcrs wl:i)nm.gn d:: EPA Eneri']}f Star C(}mpl:[:ers * Acer America * Hyundai Electronics America
tr
program. agreement will introduce person comp.uu:rs at . « Apple Computer - IBM
automatically “powerdown” when they are not being used. This
feature was pioneered for use in portable applications, and X paq Computer ° NCR
ca 1 thp used b po o PP . :alf * Diigital Equipment » Silicon Craphics
cou c.u.t € energy y personal computers in half—at . G Intemational « Smmith Corona
no additional cost! .
* HewlettPackard ¢ Zenith Data Svstems

The EPA Energy Star logo will be used to identify machines

'Sz B9:18AM
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December 1992 December 1992: December 1992: December 1992: December 1992:

Green Lights Residential CEE Board of Trustees 1,000 Green Lights upgrades 1992 EPA/Sweden discuss “Golden Carrot™"
Program announced nstared underway incorporation of Energy Star Refrigerator finalists
Computers guidelines into announced

Swedish strategy

Ea
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Future Energy Star Product Identification
ams

Following the flagship Energy Star Computers program, EPA is
planning the introduction of similar programns in conjunction
with the DOE appliance standards program, targeting the fol-
lowing technical opportunities:

i Low-flow Showerheads

-~ Residential Room Air Conditioning

<= Residential Cooking Equipment

. Residential Space Conditioning and Shell Improvel_nenls
= Miscellaneous Residential and Commercial End-Usgs

As technologies evolve and market conditions change, EPA will modify and
expand this list.

N

3. MASS PURCHASING STRATEGIES

Flagship Program: Groen Buildings—Variable Speed Drives

EPA’s Green Buildings initiative will simulate the market
for highly efficient heating, ventilation, air conditioning
(HVAC), and water heating technologies. The program’s first
technology target will be vagiable speed motor drives for ven-
dlagon systeins.

Every year, r(;ughly 50,649 air handling motor drives are
purchased 1o move air through buildings and factories. Of
these, less than 20 percent have fans capable of operating at
variable speeds-—that is, adjusting their power based on the
needs of the building occupants at any particular time or

N =t

A A mi——.

o = M e Y e 40

e
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Winter 1993: Wiater 1993: Winter 1993: Winter 1993: - ' Winter 1993

Voluntary Green Programs Green Buildings - Ventilation Green Industrial Motors Eaergy Star Low-flow Goalbed nethave recovery
Advisory Sub-Committee faunched Iaunched Showerhead Program and use case sundies

meets launched
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THE EXPLODING MARKET FOR ENERGY
EFFICIENCY

Energy efficiency is BIG business. Sales for efficient products
targeted by these four flagship greenhouse programs alone are
expected to total $53 billion by the end of the decade—compa-
rable to the entire domestic paper producing industry.

Sales of Efficient Products ($ million)
Historical Projected

1985 1990 1995 2000
Lighting' * 340 2,000 10,000
Personal Computers * 3,400 25,000 37,000
Variable Speed
Motor Drives
for Ventilation * L4, 115 400
Refrigerators? * * 4,200 5,200
* Negligible '

! Includes only compact fluarescents, T-8 lamps, and electvonic ballasts.

? Efficient refrigerators are defined t be < 700 kWh /yr, the level of the
1993 DOE standard.

Source: EPA estimates derived froun Electric Power Research Instine,
International Data Corporation, manufacnrrers, and Burean of die Census daiza

any particular weather circumstance. Most fans either oper-
ate continuously at one 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 miost extreme conditions (i.e. the
hotiest hour of the hottest day), with an additional margin
of safety.

Variable speed drives {VSDs) have been demoenstrated in
the HVAC marketplace for aver 10 years and are capable of
reducing electricity consumed for air handling m
or more. Why is VSD market share so smail? AccorEiFg to

manufacturers, the answer is simple: first cost. 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.

’92  B9:19AM
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Winter 1993: Winter 1993: Winter 1993: Winter 1993: Winter 1993:

Identify Russian namral gas Clean Air Act (CAA) “Golden Carrot™™ Heat Green Lease MOU released General Services
pilot projects Amendment Utility Energy Pump launched - Admamistration procurcment

Savings Evaluation Project guidelines for Energy Star
begins. Computer producis
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Through owever, it is possible to reduce

the risk to manufacturers to invest more heavily in ¥SD produc-
tion. A group buy will signal that VSDs are no longer a “niche
product™—that it is time to gear up to larger product lines im
order 1o meet a large and growing demand. This drives down
prices—in fact, it is reasonable to believe that Jarge markets
enhanced by EPA’s Green Buildings program and other utility
rebate initiarives will make the firse cost of the most efficient
products comparable to the first cost of the least efficient ones.

Future Mass Purchasing Programs

Followng the flagship VSD mass purchase, EPA is planning
the introduction of similar programs, targeting the following
technical opportunities:

. Green Buildings Technologies
. Selar Thermal Water Heaters
. Amorphous Core Transformers

As technologies evolve and market conditions change, EPA will modify and

4., STRATEGIES TO ENCOURAGE

COMMERCIALIZATION OF RESOURCE-
EFFICIENT TECHNOLOGIES

Appliance manufacturers often report that it is technically
possible to produce more energy-efficient products. From a
business standpoint, however, investing in this production has
often appeared unwise, since the most efficient products cur-
rently on store shelves are not purchased in large quantities.
Why invest in the next generation?

The "Golden Carrot™" is why. By aggregating 2 large pool
of appliance rebate moncy, utilities are giving apphiance manu-
facturers a financial incentive—the most powerful market sig-
nal they can send—1o make the most energy-<cfficient appli-
ances possibie. ' '

The flagship “Golden Carrot™" appliance is the refrigera-

OCT 3@

- expand this list. tor. Refrigerators consume 20 percent of all residential electric-
—
Winler 1993: Winter 1993: Spring 1993: Spwing [993:
Launch commercial rooftop Launch Aniroal Waste Amorphous core wransformer Lamnrb cutreach program on
air conditioning “Golden Outreach Prograw to group buy “Nega-allowances”
Carrot™” initiative states/livestock producers/

rural electric coops
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technologies and increasing American competitiveness.”

William K Reilly, EPA Administrator, in responsc to the public
announcement of the Super-Effident Refrigerator Program

il

ity. On average, refrigerators consume ~1,200 kilowatt 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 XWh/yr. The
Golden Carrot™” Super-Efficient Refrigerator Program is
focusing manufacturer research and development toward ener-
gy cfficiency in 2 manner never before seen for refrigerators,

and will Jead to the introduction of units 25-50 percent more
energy-efficient than the 1993 DOE performance standards.
Under the program, which EPA helped develop with utilitics
and others, utilides have pooled almost $30 million in rebate
incentives to the refrigerator manufacturer that can produce the
superior product. The manufacturer that can build the largest
number of the masreMicient, chlorofiuorocarbon (CFCjree
refrigerafors the quickest and cheapest wins the contract. The
emvironmentally superior product will be available to consumers
at a utilitysubsidized price beginning in 1994 or 1995. The
“Golden Carrot™” Super-Efficient Refrigerator Program will ult
mately save consnmers $240-180 million 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 life spans. The “Golden Carrot™”
coordinates and aggregates utility incentives in a long-term
strategy that allows manufacturers to plan ahead. The result
is a more rational investment strategy than before, that leads to

.
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computer cquipment
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Refrigerator winning manw-
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Energy Stac logo available for
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more efficient products at 2 lower price than would otherwise
be the case. Ultimately this translates into healthier corporate

5. REGULATORY AND LEGAL
SUPPORT STRATEGIES

)

- bowom lines, lower consumer costs, and significandy reduced

a - . - . . epe

carbon dioxide emissions and other air pollution from electric- Hagsln{) ng:mn: (]hb@? R@rm
ity gencration. . . . .
For too long, utility regulation has encouraged investments in
er plants and discouraged investment in efficiency. In fact,
Future Programs to Encourage poner pansn s >
C L il Res E utilities and their stockholders have Iost money when they con-
n O.f ou Wd serve electricity. At the same time, ratepayers have been con-
Teﬂkmlog‘w cerned about whether real savings are actnally occurring. The
The Consortium for Energy Efficiency (CEE) has been estab- result has been an inefficient mix of resources, inflated costs, and
lished by utilities, EPA, and several environmental groups 1o unwarranted air pollution.
2 TM® :
roll out future “Golden Carrot™ prograins for other promis- On the other hand, where utility regulations allow it, utlities
ing technologies. EPA and utlity members are ad\nsmg CFE o flects .. ici
staff in new program areas, including: often find that it is more cost-effective to invest in energy ethcien-
cy than supply. This investment in energy efficiency—or demand-
¢ Advanced Heat Pumps side management {DSM)}—complements EPA’s voluntary pro-
x: Residential Central Air Conditioning ) )
.. Clothes Washers grams and other efforts to increase energy efficiency.
:: Clothes Dryers A movement is underway nationwide, supported in the Nasional
As technologies evolve and market conditions change, EPA and CEE will Energy Strategy (NES), to level the playing field and encourage eco-
modify and expand this bist. nomically justifiable investments in energy efficiency. The basic
premise is that utilities should be able to make as much money on
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— Summer 1993: Summer 1993: Summer 1993: Summer 1993: Fall 1993:
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o Conservotion and Renewables Washer/Dyyer “Golden EPA/Eurcpean Community Green Buildings - Cooling HCFC free energy-efficient
Incentive Allowance Program Carrot™” launched (EC) meeting to discuss launched air conditioner prototype
begins Energy Star Computers— developed

Europe
14
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energy saved as energy sold when savings are properly verified. This
philosophy was formally embraced in the 1990 Clean Air Act (CAA)
Amendments. The Act provides incentives for utilicies to reduce

While EPA recognizes that each state will need to develop
its own very specific utility regulations, in general the Agency
encourages inclusion of three broad principles:

compliance costs through the use of renewable energy and encrgy e Eliminating the incentive to sell electricity by separating (or
“decoupling”) profits from salcs

e Creating an incentive to save clectricity—accomplished

efficiency, where:

The state regulatory authority...has established rates and charges which
ensure that the net income of such electric utility after implementation of
specific costeffective energy conservation measures is at least as high as
such net income would haue been if the energy conservalion measuTes

had not been implemented.

energy savings are realized

through programs in which utilities and their stockholders can
actually profit from successful investments in conservation
e Verifying energy efficiency measures to ensure that actual

As of July 1991, at least one dozen states have adopted com-

“VW need to reform the rate making process so that sang
amgyismmjnqﬁmbktouﬁbﬁmhansdﬁngi&”

Ron Eachus

Chairman, Oregon Public Utlity Commission Chair, Energy Conscrvation
Commiltee, Nalional Association of Regulatory Uslity Commissioners

;

changes, by
encrgy efficiency, will strengthen EPA’s voluntary programs.

— prehensive regulatory mechanisms to encourage conservation.
EPA will publish final rules on the CAA incentives and guidance
on verifying conservation in the fali of 1992. FPA, 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
encouraging an increase in DSM investmentin

raz

OCT 2@

&

Fall 1993: Fall §993:
Green Lights has over 1 bil- Launch national certification
lion fi? of upgrades underway program for architects and

lighting consultants

P

Fall 1993:

“Golden Carrot™™ residential
central air conditioner
program launched

Fall 1993:

Five additonat VA mines
recovering methane
{total = 11}

Winter 1994:

Mass market debuet ol
“Colden Carrot™” rooftop air
conditioners
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Flagship Program: Methane Recovery at Coal Mines /

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 this 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 by coal mining, the unwillingness of utilities and
pipelines to buy the electricity or gas produced by these facili-
ties, and the existence of regulatory frameworks that disconrage
the use of the recovered gas. These barriers can be addréssed
through legislative actions at the state or Federal level, incentive
programs, and outreach to coal mines, operators, utilites,
pipeline companies, states, and municipalities.

EPA has been working with the U.S. coal industry to ldenufy
the barriers to methane recovery and assist in their removal.
The key focus of current activities is the Appalachian region,

which has the largest poiential for methan: overy and could
_most benefit from actions u@ﬁmd
e T—

“These voluntary frrograms exemplify how we
can achieve environmental protection, -
economic growth, and energy securily. As such,
they represent a new environmenialism that
is broader, cleaney, and even profitable.”

Williamn G. Rosenberg
*EPA Assistant Administrator for Air and Radiation

remove other hurdles. EPA has efforts underway to ensure that
the full benefits of methane recovery at coal mines—in terms of
environmental protection, employment, and revenues—are rec-
ognized by coal mine operators, as well as by states and other
Federal agencies.

EPAs activities 10 expand the recovery of methane from
coal mines also have a major international component. U.S.
companies lead the world in the developrment of technologies
to recover and use methane from coal seains. Thus, there are

'S92  B9:21AM
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Wimnter 1994: Winer 1994: Winter §994: Winter 1994: Spring 1994:
Energy Sar logo debut on Energy Star Room Air Green Buildings - Water and 80% of potential for reducing Solar thermal water heater
residential cooking Conditoner Program Space Heating launched methane from 12odfills group-huy

appliances launched achicved
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many opportunities for U.S. companies to export technologics

" and develop international joint venture projects. EPA is facilitat-

ing such projects through the preparation of resource assess-
ments and investment opportunity analysis, the creation of
international technology transfer centers, and the organization
of seminars, workshops, and conferences on coalbed methane
that showcase the achievements of U.S. companics. EPA plans to
continue these cfforts in several countries—including 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 addilional business opportunities in
coalbed methane and methane cmissions from the world’s coal

mines will be reduced.

Future Programs for Regulatory and

Legal Support

Following the flagship Utility Regulatory Reform and Coalbed
Methane programs, EPA is planning the introduction of similar
programs, targeting the following opportunities:
' Landfill Methane Recovery

s Tire Inflation

As technologies evolve and market conditions change, EPA will miodify and
expand this lisc.

6. ENVIRONMENTAL BEST PRACTICES

STRATEGIES
Flagshap Program: Green Nylon Manufacuring

‘The United States produces about one-third of the world’s
nylon in a manufacturing process that releases the greenhouse gas
nizous oxide (N,O).

Nitrous oxide emissions can be reduced during the manu-
facturing process through the addition of a reductive furnace to
adipic acid plants, the factories used in the production of nylon.
This technology, which recycles nitrous oxide and saves energy

and raw materials, is being developed now and 13 expecteﬁ 1o be

fully commercialized by mid-decade.

EPA is working with major U.S. nylon manufacturers to
expand the use of these reductive furnaces. By incorporating
environmentat concerns into design and manufacturing process-
es, EPA and nylon manufacturers ace leading the way toward a
more environmentally sound—and more compelitive—economy.

=
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Spring 1994:

Energy Star logo on most per-
sonal compaters and printers
sold

Spring 1994:
Green Commercial Cooking
launched

N

Summer 1994:

49 State Partners in Green
Lights

Sammer 1994:

Summer 1994:
CEE/EC Sunmit on “Golden Launch Energy Star program
Carro(*” opportunities for for large consumer
Europe appliances
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Future Programs for Environmental Best
Pracices

Follewing the flagship Green Nylon Manufacturing program,
EPA is planning the introduction of similar programs, targeting
the following oppormnities:

. Livestock Waste Lagoon Methane Recovery

. Livestock Dietary Strategies

As technologies evolve and market conditions change, EPA will modify and
expand this list.

7. STRATEGIES TO EXPAND INTERNATIONAL
MARKETS |
Flagship Program: Natural Gas Pipelimes i Russia -
EPA"s experience in its voluntary programs often points
paturally to international opportunities, many of which are
mentioned in this document. For example, EPA’s natural gas

experience in the U.S. led to an initative in Russia, the largest
natural gas producer in the world. Current estimates suggest

that muw

U.S.S.R—approximately 26 Teragrams (Tg) of methane—is .
released into the atmosphere. EPA and Russian gas specialists

are working together to reduce leakagge of this greenhouse gas
to 2 percent by adopting 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 projecis to increase the efficiency of the
natural gas system in Russia. Projects will be cbhosen from sev-
eral arcas., including: enhanced ficld maintenance; upstream
refining of gas; leak detection and mapping; pi peline con-
struction and rehabilitation; compressor upgrades; power
generation; and improved measurcment 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 equivalent of 99 million metric
tons of carbon—shile 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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" Tag CLIMATE IS RIGHT FOR ACTION

Aswe move forward at EPA, it becomes increasingly obvious
that environmentalists and business leaders are often pursuing
the same goals. Only by incorporating cnvironmental concerns

can econounies truly prosper; only by taking advantage of eco-
nomic forces can environmental protection goals be realized.

“We came lo Tio with an adion plan on dimale change
..My administration published a detailed program of specfic
wmeasures that the US. was prepured to undertake o adéress
dimate change... L us join in translating the wonds spokert

Through the voluntary programs to reduce greenhouse gases, howes . " »
EPA and its private-sector partners seek to do both—by embrac- N0 GOt niof the a
ing sound, cost-effective pollution reduction opportunities and President George Bush

June 12, 1992, Rio de Janciro, Brazil

enhancing nawral market forces 1o save energy, reduce pollu-

tion, and mitigate the risk of climate change. In fact, EPA’s - E—
greenhouse programs, along with other 1.S. actions, have the
potential to significantly reduce greenhonse gas ermissions.
£
T
{1
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o
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< Winter 1995: Winter 1995: Winter 1995: Spring 1995: Spring 1995:
Green Gas Partners commit All states remove legal barri- EPA Energy Star logo debut Mass market debut of

~] million homes
insulated/heated with Eneigy
Star products

30% of natural gas transmis-
sion and distribution

ers hindering methane recov
ery at mines

on room air conditicners

*Golden Carrot™” heat
pumps
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IntPACT OF EPA GREEN PROGRAMS ON U.S. GREENHOUSE GAS EMISSIONS

1800

15810118

1700

—. 1600

(MMT Ce

Carbon Equivalent Em

—

2000
Projected
Baseline

2000

Projected
with Green

Programs (low)

Note: Green Programs benefits calculation includes addidonal complementary demand side management programs.
These estimates do not include the other parts of the U.S. Action Plan, e.g., the Nativnal Encrgy Strategy, Glean Air Act, Forests for the Future, and others.

2000
Projected
with Green

Programs (high)
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heat pumps
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U.S. AcTions 70 CURB CARBON DIOXIDE EMISSIONS

!
i
M
o .
o U.S. Vieus on Global CEmate Change, Department of State, Apnil 1992
Potential Year 2000 Electric Year 2000
Technical Market Energy Carbon
_ Action/Description [mprovement Penetration Savings Reduction
- (BkWh) {MMT C})
Demand-Side Management
? {DSM) /Green Lights
- Commercial/Industrial 65% 25%62% 81-203 17.05G.1
- Residential 75% 27% 23.4 4.9
DSM/Green Computers 57% 65% 26.3 55
DSM/Green Industrial Motors 30% 16% 395 8.3
DSM/Green Buildings (HVAC) 53% 17% 11.9 8.8
“Golden Carrot™" Refrigerators 57% 5% 3.0 0.6
Residential Clothes Washers 9%% 3% 1.3 0.3
Residential Clothes Dryers 65% 3% 1.2 0.3
Low-flow Showerheads 58% 11% 10.2 34
Solar Thermal Water Heaters 0% 2%'- 3% 48 14
Advanced Heat Pumps 20% n/a 1.8 25
Appliance Standards n/a n/a 222 4.7
L Homes with gas heaters
2 Homes with electric heaters
E
T
T
o
M
]
\Y] .
o
i £a £
mn 1
— i
3 Summer 1995: Summer 1995: Sammer 1995: Fall 1995: Fall 1995:
Mass market debut of Energy Star-bearing low-flow Five additional Appalachian Launch Energy Star Green Commerdal Couking -
“Golden Carrot™” central showerheads approach 5% mines recovering methane program for small consumer 15 national restaurant chains
ar conditioners penetration (1omal 16) appliances commit

—
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X Us me(ﬂobalChnatermlgqumﬂmmq&aIgAde%Z(mnhnuai)
Potential Year 2000 Electric ' Year 2000
Technical Market Energy ' Carbon
Action/Description [mproveracnt Penetration ' Savings Reduction
) (BkWh) (MMT C)
Residential Space Heating
-New 20% 8% ) _
-Old 10% 10% 24 0.5
Residential Cenmral Aic Conditioning 26% . 40% 9.6 20
Residential Room Air Conditioning 19% i 40% 1.2 0.3
Residential Cooking 8% 140% 12 0.3
Commercial Cooking W% 30% 1.8 04 .
Industrial Electrolytics 20% 13% 1.8 . 04
Amorphous Core Transformers 0% 25% 9.0 1.9
Miscellaneous Residential
and Conunercial End Uses 13% 40% 15.0 3.1
Better Refrigeranis 5% 80% - 82 18
Tire Inflation, Auto Inspection i
and Maintenance, €tc. n/fa n/a 30
1991 Transportation Act n/a n/fa n/a 4.0
Subtotals: Gross Additional Carbon Actions 306429 75-108 .
! Hones with gas heaters
2 Homes with electric heaters
1996: . 19%6: 1996:
India markets super-cfficicnt Green Buildings Parmers Green Lights Parmers 500,000 solar thermal water Utilities installimg aniorphous
non-CFC refrigerator reach 4 billion fi? upgrading 10 billion fi? heaters installed nationwide cg; :)rfazsi:lrmm approach
1

I.)()
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Electic Yeax 2000
Enemgy Carbon Reduction
Savings (Bkwh)  (MMT C)!
Gross Additional Carbon Actions 306429 75-108
Less: '
Narional Energy
Stirategy Integrated
Resource Plaoming -116 24
Consumer Response to Lower Prices? -38 8
Additional Carbon Actions
(Net of NES and Consumer Response) 152275 4376
Plus:

Actions in President Bush’s NES Proposals

— Ffficiency Improvements and Integrated Resource Planning
— Noamral Gas Regulatory Reform :

— Expanded Use of Biofucls

— RE&D for Remewables, Transportation, and Energy Efficiency
— Provide Framework for Additional

Actions {previous pages) 128 45
Total Carbon Reductions 281-402 87121
Carbon Sinks 54

— "America the Beautiful” and Other Foresuy Programs

1 Reductions are in milions of metric tons of cacbon cquiualmtinﬂ:e)carm.'l‘hf:cgm-
olo-

jections are sensitive (o assumptions regarding cnergy prices, cconomic growih, and
etration over the next decade. Future prog will

rent acions Are seeTh.

T This vahue (195 10 20% of the electricity srvings) is mcluded as an adjusiment for increases

in tlomand for energy services that will resultas the introdhiction of these efficient erhnolo-

gics kver consumer costs. The acual “rebound” effect may vary significantly from this vahse.

8 s the actions tist is updat-
ed,Pae:evmtsaﬁu:th'q;ihc enargy mackets ar the economy unfold, and as the effects of cur-

AcTions 7o CURB METHANE AND

NrTROUS OXIDE EMISSIONS
Year 2000
Carbon Equivalent
Reductions {MMT C)?
Mcthane @Ctl, GWr - 11 @CH,GWP=22
Methane Captore/Landfills 19 39
Methane Capture/Livestock
Waste Lagoons 3 7
Methane Capture/Coal Mines 03 06
Livestock Dietary Program 3 6
Total Methane Reduction 25-28 5258
Nitrous Oxide
Groen Nylon Program 812 812
Total Other Gases 33-40 60-70
Total Greenhouse Gas Emissions
Reductions (Caxrbon and Other 125-170 152-200

' Reductions are in millions of metric tons of carbon eqpevalentt in the year 2000. These
projections are sensitive (o assumptions regarding energy prices, econoamic growth, and
technology penctration over the next decade. Further projections will change as the
aciions list is updated, s cverns affecting ihe energy markess and the economy unfold,
and as the effects of current actions are seen.

92 B9:2SAM

OCT 36

(e a2,

1998:

1997: ' 1997:

Energy-eflicient heating, vent- 50 million Americans cook Green Motors penctrates 10% Energy-cfficient room air “Golden Carrot™” heat
illation, air conditioning with improved cfficicncy V.S, market conditioners hit 20% pumps cut electric bills $70
(HVAC) technologies instatla- products of market million :

tions in 5% of nation's space

Py



/

s

NOVEMBER 1992

DOUBLE OR NOTHING:
Linking U.S. Economic and Environmental Objectives

by

James Gustave Speth
Russell E. Train
Douglas M. Costle

Despite recurring conflicts on the environment-econ-
omy front, few Americans really want to sacrifice one
for the other. Both our environment and our economy
are in trouble, and the public wants and deserves dra-
matically improved performance in both areas.

Unfortunately, current approaches won't get us
there. What's needed is a new national strategy that
fuses the goals of a healthy environment and a strong
economy, advancing both causes simulitaneously.

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 11,
the U.S. economy and the global economy have
quadrupled in size. The resulting environmental deteri-
oration has compelled our country and most others to
seck 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, trulv cat-

James Gustave Speth is prezident of the World Resources Instiwte. Russell E.
Train is chairman of the World Wildlife Fund. He and Douglas M. Costle are
former Administrators of the U.S. Environmental Protection Agency in
Republican and Democratic Administrations respectively. All three are mem-
bers of The National Cominission on the Environiment.

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 deploved today in industry and agri-
culture must be rapidly replaced by new ones that
meel exacting environmental criteria. Indeed, the
amount of raw materials used and pollution generated
per 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
expect 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
priced 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-

1709 New York Avenue, NW

WORLD RES.OURCES_.IN.ST_ITU.TE
" Washington, _D.C. 20006

202-638-6300




vation and efficient, cost-effective approaches—can
thus help provide a competitive edge.

Michacl E. Porter, head of the Harvard Business
School's Competition and Strategy 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
with the most rigorous environmental and energy
requirements often lead in export of affected products.
Porter cautions that “easing standards, however tempt-
ing, is counterproductive.”

Japan's experience is instructive. Japan has reduced
domestic air pollution more than any other industrial
country; it also now has the most energy efficient
economy. Japanese companies generate only one-fifth
the waste 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 performance is not the secret to com-
petitiveness, but it will be a powerful 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. approach to
environmental protection, a product of the early 1970s,
is no match for the environmental and economic chal-
lenges we face. Now we rely on a command and con-
trol system of regulation with adversarial relations
amonyg industry. regulators and environmentalists.
This system focuses on cleaning up pollution at the
end of the pipe or the top of the smokestack. neglect-
ing the need to consider product design, production
process, and environmental factors together.

While the current approach has accomplished a
great deal—the air in our cities is markedly cleaner
than it was two decades ago—it has peaked in effec-
tiveness. Our svstem 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 the United States—one
reflecting a basic shift in emphasis from restrictions to
incentives and from reacting 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 for scofflaws and laggards. The new
model should be built around ten related principles,
some of which are already gaining support.

1. Stimulate new investinent in industry and
agriculture to capture the opportunities inherent

in environmentally advantaged technologies. To
accelerate the replacement of environmentally burden-
some products and processes, carefully crafted tax
iqcentives should be used to encourage business to
%F“@T@En" investments in pollution-reducing
research and development and in phasing out dirty
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 “cgsh forclunkers.”
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.
Pollution prevention approaches, which the Office of
Technology Assessment says can eliminate half of
today s manufacturing waste, are catching on more
iKY in major chemical companies than in federal
regulatory programs. 3M’s “pollution prevention pays”
program has halted the release of a billion pounds of
toxic chemicals, and saved the company $500 million in
the process.

Preventive approaches are needed in other areas as
well. A major opportunity exists in the energy sector
where over the next ten vears 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 conr
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
national cnvironmental technologiéSprogram mod-
elled roughly on the successful Defense Advance
Research Projects Agency (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 policies 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. Approaches like these were rejected
in the 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 bevond existing environmental standards), and
to work with market forces, not against them.

Most important, 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.

The United States should also adopt a series of ener-
gy taxes and pollution charges—including a tax on
cmissions of the principal greenhouse gas, carbon
dioxide, which results from fossil fuel combustion. A
carbon tax to deal with the global warming issue could
raise tens of billions of dollars. A phased-in $30 per ton
carbon tax in the United States would eventually raise
S35 billion a vear. The New York Times recently sug-
gested a 3100 per ton carbon tax. which would raise
more than S100 billion a year. In these tax-averse
times, such levies can be kept revenue neutral by using
the funds generated to reduce other taxes. In this way,
the federal government can shift the tax burden away
from things we want to encourage—like saving, invest-
ment, and labor productivity—and put new taxes on
things we want 1o discourage, like pollution, waste, and
excessive energy 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. We 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 anticipate these developments.
Attempting to insulate U.S. companies from this reality
is a form of protectionism that may seem like a favor
but is actuallv a great disservice.

5. Supplement conventional environmental
approaches (“environmental laws”) with high

payoff 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 highwavs 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 world 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
will 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: independent environmental audits of con-
panies, which may one dayv hecome as important as
financial audits: green labelling of consumer products
that groups like Green Seal are working to standardize:
and recognition for progressive corporate programs
such as Dow Chemical's new committee of outside
environmental advisors.

These factors can work together. When 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 priority toxic chemicals: by
one-third in 1992 and by one-hall in 1995. To date,
about 750 companies have responded positively. com-
mitling 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 nothing to gain from 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 comparies 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 every existing regulation. On an experimental
basis, Congress should allow qualifying companies to
opt into an alternative regulatory track. There, within
careful 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 involving rationalizing and simplifying the
vast body of rules and regulations that have accu-

mulated. The 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 consensus on the priority
problems and allocate resources accordingly. Like
regulatory reform. priority setting is a threat to those
who have a stake in the stafus 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 the open and can-
did exploration of these issues among the key groups.

Vigorous enforcement of current 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 world 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.

An earlier version of this article appeared in the Outlook section of
the Washington Post.

Printed on Reeyeled Paper
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To: Katie McGinty
Office of Senator Gore

Re: Gas Tax Supported by Auto Industry

Dt: December 11, 1992

Fm: <Charles Mendler . SRR .

Via Fax: 202 228-2611 )

Gas upported By Auto Industry:

) Vice Presidents of Ford, GM, and Chrysler said -at a dinner
meeting I attended Tuesday night in Detreit- that collectively
they will support a gas tax.

° They stated that policy makers should determine the size and
phase in schedule for the tax. 50¢ was discussed,

. They could potentially be encouraged to support a carbon tax
as an alternative to a gas tax. Both tax approaches have
approximately egual impact on the aute industry.

. Announcement of the industry's position could likely be
accelerated by request.

° I am in regular contact with the auto companies and have
further details

A Project of Environmental Action Foundation (301) 891-1104 Fax (301) 891-2218
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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-of-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, [
believe that Envirorunent 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 telling you that our
industry is on the move through Responsible Care®, our initiative to improve our
environmental, health and safety performance and our accountability to the public. 1
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.

1d like to share with you not a political perspective, but my own personal feelings
about merging economics and the environment. Some in the chemical industry believe
that the only benefit of improving our environmental performance is a better public
image. ButI 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 2
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The Rio summit 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 born 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 itall. Or we can make a paradigm transition to voluntary, pro-
active, free-market solutions. Ibelieve 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 atdtude 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 pollution 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.

1 believe voluntary initiatives are far more cost effective than government mandates,
and are more likely to result in continuous improvement.

10/13/92 3
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At the Rio Summit, the BCSD released Changing Course, a book describing many
progressive ideas on how business and industry can more actively take steps to
improve their environmental performance. One concept that Changing Course 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, pollution 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, recycling and disposal.

While the shift to this new paradigm will be achieved gradually, economists are
already working to establish the full costs of various products. Our air, water and earth
are no longer the “free goods” our society once believed. They must be redefined as
assets, so that they can be efficiently and appropriately allocated. Ideally, we should
learn to live 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 include 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 full-cost pricing will be Life Cycle 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 pricing leads to informed consumer choices. By building environmental costs into
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

10/13/92 4
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choose the best-priced product and be confident that they are making the best choice 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 political,
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 implement.

Where can full-cost pricing make a difference? Letme give you some examples.

For one, how about the diaper debate - disposable or cloth? Cloth advocates say that
disposable diapers fill our landfills. 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 cycle 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 being used in gasoline today.
Have you noticed that in many areas, leaded gas now costs mote than unleaded?

Another example of differential pricing is the rebates that utility companies give for
efficient 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 sell their
allowances to other utilities that would rather purchase the allowances than pay for
pollution controls.

10/13/92 5
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There is talk of adapting this concept of tradable permits to carbon dioxide emissions to
4’“ slow global warming. Although this would require global agreements, I believe this is a
@I\ ) \far better option than a carbon tax. It's likely that carbon taxes would be treated as a
> Wrevenue source by governments and as a cost of doing business by industry, rather than
) stimulus for new pollution prevention initiatives. Further, it's unlikely that all nations
.. X would pass carbon taxes, let alone at the same time or to the same degree. The result,
der the banner of competitiveness, would be new duties on goods to offset unequal
@\ / vJ\)@’kt::‘xation. What a mess ~ turning an environmental issue, CO3 emissions, into a taxation
63/5 and trade issue, adding complexity and defeating true reform.

| \S)/ It's a long leap to a universal adoption of full-cost pricing and related economic
. ‘ instruments. It'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

v
NFNL
concern or benefit, or
\)ﬁ)’k&\ e 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 cost" at each level of
converting a raw material to a finished product

¢ That consumers understand the consequences of their purchases, and
e That market forces are being used to achieve sustainable development.

The biggest limitation 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.

Full-cost pricing won't give consurmers 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.

The 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. It'sa real alternative to
10/13/92 ' 6
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today's adversarialism, control and command, over-legislation and over-regulation, and
national environmental self-interest — all of which come at the expense of real
environmental reform and sustainable development. Full-cost pricing would force
those industries, governments and environmentalists with a hidden agenda to identify
themselves.

By now, I'm 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 tomorrow's theory.

I believe we can begin to campaign on fiye issues to begin removing the obstacles to
full-cost pricing and sustainable development.

Regarding energy:
While the price of oil is relatively consistent around the world and gas prices are
, coming together, derivative and refined-product prices vary widely around the world,
W g generating subsidized use and waste in some areas, while penalizing development in
others.

o RN
W \Mgarding trade:

Trade policy 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 facilitating harmonized environmental standards. Mexico is a current
case in point.

Regarding taxation:

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

osts in product pricing (and not using environmental issues to enhance
Cgegieral revenyp), we give the consumer the best economics and we give sustainable

M
Wﬂ@” development its best chance for success.

Regarding natural resources and raw materi
Like energy, subsidizing them to promote unsustainable growth, and taxing to enhance
general revenues are gqually deadly to real sustainable development.

10713/92 7
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And finally regarding priorities:

By understanding the true cost of environmental reform through the perspective 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.

e Support voluntary initiatives like the EPA 33/50 program.

¢ Embrace Responsible Care®, parﬁuﬂarly@uti@m

o Start your own voluntary programs; set emissions reduction goals, and work
toward them continuously.

e Begin to do life cycle analyses on your products.
» Strive to apply your corporate environment, health and safety standards globally.
* Support education, not only 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.

f e Establish a recharge system whereby individual products, businesses and plants in
U\{q »)’{ your company are charged internally for environmental services such as
| wastewater treatment and incineration. This allocation of environmental costs
i W directly to specific products is a must in pricing your product to reflect its true cost
! \_ of manufacture.
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» 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 opposing
objectives. The Japanese, and since then many American companies, proved how
wrong they were. Now we see that quality and lower costs can go hand-in-hand.

Qur 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.

I¢'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. Asour 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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