FOIA Number:2017-1093-F

FOIA
MARKER

This is not a textual record. This is used as an
administrative marker by the William J. Clinton
Presidential Library Staff.

Collection/Record Group: Clinton Presidential Records
Subgroup/Office of Origin:  Office of Environmental Initiatives

Series/Staff Member: General Files

Subseries:

OA/ID Number:
FolderID:

Folder Title:
Climate Change General: Articles of Interest

Section:

1

Position:

1




Star-Telegram.Com, What Do You Want to Kiow !

[ of2

IS ELTAS

BACK ISSUES
METROPLEX NEWS:
« FORT WORTH

« ARLINGTON

* NE TARRANT

« HOMETOWN STAR
TEXAS NEWS

AP NATIONAL NEWS
AP WORLD NEWS
GOVERNMENT NEWS
« ELECTION 2000

+ RESOURCES
BUSINESS NEWS

* STOCKS

« TECH NEWS
WEATHER

LA ESTRELLA

SPORTS
ORES & 514

COwWBOYS
MAVERICKS
STARS/HOCKEY
RANGERS
COLLEGES

THE SPORTS ZONE
RECREATIONAL
RODEQ

THE LINE

LIFE & ARTS

FOQD

HOME & GARDEN
JUST GO | STARTIME
* ENTERTAINMENT

* TV LISTINGS

* BOOKS

+ COMICS

*» DINING

+« HOROSCOPES

* SOAP OPERA NEWS
» PERSONALS
CLASS ACTS
LOTTERY

TODAY IN HISTORY
RELIGION

OPINIONS

OL UMN

EDITORIALS
LETTERS

CHEERS & JEERS
CYBER-COLUMNISTS

COMMUNITY
ALENDAR

CLUBS & ORGS

VIRTUAL TEXAN

THE ANSWERBOOK

BIRTHS

WEDDINGS

OBITUARIES

RESOURCES
N =W A

ONLINE STAFF
E-CARDS
EVENTS

PPN

oy

-

\- The brand newe way _ _ IICONTEN_TS -
s Lo e brand new homes, & SUESCRIBE
| NewHomeNetworlc.com™ SHLLP
. CLICK HERE NOW! ACK

Updated: Thursday, May. 13, 1999 at 23:14 CDT

Bush changes position, says he believes in global warming

By Jay Root
Star-Telegram Austin Bureau

AUSTIN -- Gov. George W. Bush, changing his tune on a key
environmental issue, said yesterday that he no longer believes that
there's any question about whether the Earth is warming.

"I believe there is global warming," he said at a news conference
yesterday.

Bush had said just a few weeks ago that the "science is still out" on
global warming. The governor, who is leading a crowded field of
GOP presidential candidates, said his team of advisers had changed
his mind.

"The last time I wasn't certain of the science," he said. "I've had
some briefings recently and I'm becoming more convinced that the
science proves there's global warming."

Tom "Smitty" Smith, director of the consumer and environmental
group Public Citizen, welcomed the new position.

"We are delighted that Gov. Bush is acknowledging that global
warming is a problem," he said. "We would ask him to take a
leadership role since Texas leads the nation in global warming.”

But the conservative Texas Citizens for a Sound Economy, which
has fought efforts to curb greenhouse gas emissions, agreed with
Bush's earlier position.

"We think there's been a lot of questionable and bad science that's
been used," said the group's spokeswoman, Peggy Venable.

Jay Root, (512) 476-4294
Send your comments to jroot@star-telegram.com
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By David Helvarg

WASHINGTON

am glad to count myself

among the handful of Wash-
ington reporters who missed
the impeachment trial of the
President. 1 was off covering
a far more important story in

Antarctica.

My trip convinced me that a hun-
dred years from now Americans will
look back at late-20th-century scien-
tific research done in places like
Antarctica and wonder how society
could have been distracted by the
sexual misadventures of a politician.

For the past 30 years climatolo-
gists have predicted that global
warming would occur most rapidly

Next century’s
scandals have
begun — near the
South Pole.

at the poles, a fact now confirmed by
scientists in Alaska, Canada and
Greenland, at the North Pole and on
the Antarctic Peninsula. The penin-
sula is a 700-mile-long rocky kite tail
curving out from the coldest, driest,
highest continent on earth. The pen-
insula is also, as 1 discovered, a
wildlife-rich habitat undergoing a
frighteningly rapid change.

At Palmer Station, one of three
Antarctic bases administered by the
National Science Foundation, I
spoke with the chief scientist, Bill
Frasler, who has been studying the
Antarctic climate since 1974.

“When I was a graduate student,
we were told that climate change
occurs but we'd never see the effects
in our lifetime,” Dr. Frasier told me.
“But in the last 20 years I've seen
tremendous changes. I've seen is-
lands pop out from under glaciers;

David Helvarg is a television docu-
mentary producer and the author of
“The War Against the Greens.”

-

I've seen species changing places
and landscape ecology altered.”
While giobal temperatures have,
on average, warmed by 1 degree
Fahrenheit over the last century —
paralleling increased industrial out-
put of carbon dioxide and other
greenhouse gases — the Antarctic
Peninsula has seen a jump of more
than 5 degrees in just 50 years, in-
cluding an incredible 10-degree av-
erage warming during its winter
months. As a result, huge pieces of
the ice shell — some sections are as
large as the state of Delaware —
have begun calving off its eastern
shore.
And scientists are now discussing
the possibility that the adjacent
Western Antarctic Ice Sheet could
experience a sudden meltdown, rais-
ing global sea levels by more than 15
feet over the next century (instead
of one to three feet, as currently
predicted).
That event could, among other
things, turn the Trump Tower mez-
zanine into waterfront property.
While most experts believe this
melting will occur sometime after
the 2Ist century, by the time they
know for sure it will probably be too
late to do anything about it.
Today's warming poses a more
immediate threat to Antarctica’s
abundant wildlife. And here, too,
there are implications that extend to
the rest of the world, researchers
told me.
Tiny shrimplike creatures called
krill — the most abundant animal on
earth in terms of their total blomass
— are the broad base of Antarctica’s
food chain, consumed in vast quanti-
ties by penguins, seals and whales.
(A single blue whale eats four tons a
day.) Without access to sea ice, krill
shrink, lose weight and are vulnera-
ble to early death.

A decline of krill due to melting of
the ice shelf could wreck much of the
Antarcti osystermn that depends
on them. 7,

Rising temperatures also increase
precipitation — which, in Antarctica,
takes the form of snow. Excessive
spring snow has disrupted the nest-
ing and breeding of Adelie penguins,
leading to the extinction of many of
their colonies. At the same time,
more adaptable species like chin-
strap penguins, elephant seals and
fur seals are increasing their num-

bers, threatening to displace sea ice-
dependent animals like Weddell
seals, crabeater seals and leopard
seals.

What these changes in the Antarc-
tic Peninsula suggest is that rapid
warming could speed up a global
chain reaction of extinctions that —
thanks to the impact of humans — is
already under way.

“Weedlike" species that are high-
ly adaptable to disrupted habitat (pi-
geons, rats, deer and elephant seals)
will displace more specialized crea-
tures (tigers, monarch butterflies,
river dolphins and Adelie penguins)
that depend on unique ecosystems
like tropical rain forests, coral reefs
and the Antarctic ice shell.

Rising temperatures may kill off
certain plant species as well. At
Palmer Station, I met Tad Day, a
plant biologist who studies Antarcti-
ca’'s only two flowering plants: hair-
grass and pearlwort. He has found
that warming improves growth of
pearlwort but appears to have a
negative impact on hairgrass. Hair-
grass, which was the dominant spe-
cies in Antarctica, is now being dis-
placed by pearlwort, a mosslike
plant.

“Global warming,” Dr. Day told
me. “has the capacity to shift the
competitive balance of species in
ways that, until we get out there and
do the research, we don’t understand
yet, and that could have important

(:fla.vn ()tm \
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consequences on our ability to
produce food and fiber.”

Increasingly reliable climate mod-
els now predict a 2-to-6-degree plane-
tary warming in the next century,
with regional shifts in agriculture
that will favor the industrial north at
the expense of the poorer nations of
Africa and Latin America. There will
also be increases in extreme weather
events, coastal storms and the
spread of tropical diseases.

In that light, the work of Antarctic
scientists like the ones I met sug-
gests that — for better or worse —
environmental change will define
much of the politics of the 21st centu-
ry, whether in Washington or at the
South Pole. [m}

Justice Blaékmun, Off the Record

IVEN. DU LY SetiU 400 CUTRITTD TS
were aware that it was sometimes
difficult to “‘balance” the tough work
of crime-fighting and the need fo
exercise restraint when it is appr¢-
priate. “We all want to be protected
from abuse or criminal behavior,”
she said. ‘But at the same time it is
better for both the police and for
residents that the police are respect-
ed and that they carry out their
duties in a way that is not itself a
source of abuse.” h

The demand that something be
done about police misconduct in New
York has intensified since Amadou
Diallo, an unarmed man with no

Falling crime
brings an
opportunity. .

criminal record, was shot to death
last month in a vestibule in the Bronx
by four plainclothes officers who
fired a total of 41 shots. '

The commission will not be tryirg
to get to the bottom of the Diallo
case, Ms. Berry said, but rather will
look at the overall picture of police-
community relations in New York.
The allegations of misconduct have
run the gamut from Kkillings that
were not justified to the harassment
of thousands of innocent civilians on
the streets.

“We want to see how many inct-
dents the police have been involved
in and the kinds of complaints that
have been made,” Ms. Berry said.

The Commission on Civil Rights is
a bipartisan fact-finding agency of
the Federal Government. ‘‘We are
not asked to go out and investigate
and punish someone,’ Ms. Berry
said. ‘“What we get are complaints
from people who feel they have not
been taken seriously by government
agencies when they originally com-
plained. Our job is to be a watchdog
over the enforcement by government
agencies of people’s civil rights.”

Ms. Berry said that as part of 1ts
inquiry the commission will request
— and subpoena, if necessary — doc-
uments and other data from the city
and the Police Department. “We'll
look at the regulations concerning
the use of deadly force, for example,
and the whole issue of external regu-
lation or oversight of the depart-
ment. We'd like information on the
recrultment and training of police.
we'll look at the demographics in the
city and the qualifications required
for police officer jobs, things like
that.”

The commission’s findings and
recommendations will be sent to the
President and Congress, and will be
made public. .

New York is one of a number of
cities the commission is focusing on.
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' Tms I8 A COLUMN about Al Gore

- the one whe's goyernor of Texas, This is

| changed that

[
Gorean
Feeling the Pain
OfB eing the VP

and George:Bush.
No, no, not that George Bush—not

about Al Gore and the other George Bush,
.the former president and father of the
governor. .

I's a sign of how fast things have
when you say “‘George
- Bush'' now, most
peaple in the politi-
cal world think of
the Texas gaver
nor and leading
Republican  con-
tender in the 2000
.| race, not the for
mer  president.
Right now, though,
the more interest-
Ing comparisons
¢an be drawn be-
tween Mr, Gore,
the current vice
: president, and
George Bush the elder, who once was
Ronald Reagan's vice president

A dozen years ago, the elder George
Bush was trying to figure out how fo
mount a successful presidential cam-

- red-hot political commodity. Yes, he toiw-

- mocratle voters are asked thelr prefer-

What he found then, and what Al Gore is

difficult than most realize to run for pres-
ident while 'serving as somebody else's
vice president.

This Issue arises because, right now,
Mr. Gore doesn’t exactly appear to be 3

ers above others in his party In financial
and Institutional 'support,. anid. éasily
bests his only Democratic foe, former
New Jersey Sen, Bill Bradley, when De-

palgn while serving as vice president. |
“about to find anew, is that it is far more |

- ence for the party’s nomination in 2000..

[/
e L SO 'S COTCCEN |

Q. I the next elaction for prasident wari
held laday. for whom would yoy vota?

George W. Bush
Al Gare
Nelther/not sure

THE WALL STRESY JORL./NSC MEWS PoLL,

vice president. And the numbers do, In
" fact, point to some real Gore weaknesges,

But they also polnt to 8 less well-un-
dérstood reality. The assets that go with
being vice president are offset by the con-
Slderable disadvantages a vice president
has in shaking loose from his boss and es-
tablishing his own volce and identity with
the nation’s voters. - _

The fact that Mr. Bush pulled off a
successful campaign as vice president in
1988 has made people forget just how rare
that accomplishment is, Before Mr.
Bugh, the jast sitting vice president who
Suecessfully ran for president was Mar-
tin Van Buren back in 1836, In this cen-
tury, six other sitting vice presidents
have sought the presidency; all six.
failed. ’ ; '

Ir's NOW OFTEN forgotten how, even

.Serving under a popular President
-Reagan. Mr. Bush labored to escape .
'|. the burdens of the vice presidency. The
-Iran-Contra scandal shadowed him, s
political .skills were compared unfavor-
ably with Mr. Reagan’s, and he strugpled
constantly to articulate his own agenda
Lwéthout being accused of disleyalty to his
58,

"Essentfally, you're bound by the
administration you've been in for seven
years,” says Robert Teeter, who then
was a top Bush adviser and who now
co-directs the Journal/NBC News poll.
"'At the same time, you're trying to dis-
tinguish yourself and present options,
your agenda Is being determined by the
president and the White House.” For
Mr. Gore, this means he faces not only
the usual vice president’s struggle to
make his own mark, but also the risk
t;e could be hurt by Clinton scandal fa-
tigue. -

So, what to do? It's especially im
tant for Mr. Gove to put his stamp on aP::t
of ""Gore ideas." He's started with some
mink-initlatives designed to address the
‘| logisticat and .environmental s
thet ‘go along .with suburban sprawl.
That's a legitimate Issue of growing con-
carn to fmpartant swing voters, .

—
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EVEN even as the economy
" soars and Democrats seem asceh:
A dant {n voters’ estimation in other
areas, Mr.-Gore consistently falls behind
when polls match him up against elther
the GOP's Gov. Bush or Elizabeth Dole.
As the accompanying chart shows, & hew
Wwall Street Journal/NBC News poll
shows him a stiking 18 points behind
Gov. Bush in a hypothetical. 2000
' matchup. : S
This seems odd, considering the enor
mous advantages in name recognition

| and party loyalty that accrue toa sitting :

OES FRONT OFFICE

But he'll-have to do ‘more. He'd be.

1 well-served, for example, to begin fram-

ing his signature environmental issue far
the 2000 campalgn, before Republicans
do it for him. How about an elongated ex-
planation of how to square his environ-

mentalism, and growing popular con:
cerns about global warming, with eco-

nomic growth?

Mr. Gore also has established solid
ferelgn-policy credentials. particularly
on Russia. With Russia sliding down-
ward, thig would be a good time to put
knowledge on better display. . -

Tronically, nobody would better un-
derstand the need to make a mark than
George Bush—the elder, thats.
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Kyotolobby kills
‘small businesses

By Marlo Lewis Jr.

: redit for aarly action — a pol-
: . icy proposal developed by the
Environmental Defense
Fund, warmly embraced by the
Clinton-Gore administration, and
championed by Rhode Island
1 Republican Senater John Chafee,

lobby’s strategy to divide and con-
quer the American business com-
munity. Early actian crediting
would jump start implementation of
the non-ratified United Nations
global warming treaty while

nies amenable to ragfication. Oppo-
rlxjnts righdy cail the scheme Kyoto
te. :

Although the mechanics of an
early action program are compli-
cated, the basic idea is quite simple.
Companies that reduce their ener-

| the year when a ratifted Kyoto Pro-
tocol would go into effect — would

earn credits they could later use -

during the first (2008-2012) Kyoto
compliance peried. T
Any such program would fuel an

‘ypsurge in pro-Kyoto business lob- -

bying. Credits earned under the

millions or billions of dollars, would
actually be worthless unless Kyoto,
‘| or a comparable regulatory pro-

gram, were ratified or adopted. Con-
sequently, participating companies

to support ratification.
ateernpt to implement Kyoto through
Rather, it i3 an in-your-face plap to
_islative ‘front door. Early acuon
crediting openly rewards compli-
explained last October when he first
credits would be usable beginning
.in the first five-year budget period
(2008-2012) under the Kyoto Proto-

col, if the Kyoto Protocol is ratified.
Supporters describe early acton

the plan contains sticks — perhaps-
Maria Lewis is Vice'Przsi'dent for

Policy & Caalitions at the Competi-

tive Enterprise [nsritute,

Early action crediting is nat an -
the backdoor of sneaky reguladon.

introduced an early action bill: The .

|

— i3 the latest ploy in the Kyoto

increasing the number of compa-

gy-related emissions before 2008 — .

program, although potentially worth

would acquire, financial incentves

implement Kyoto through the leg-

_ance with Kyoto and is openly ded -
to ratification. As Mr. Chafee .

crediting as a voluntary program, but -
' otherwise would never dream of

renf -aswenpstarms.mme
?:tnpal:g. the Environmental Pro-

tection Agency would likely be the
administering agercy. If EPA offi-
cials broach the topic of early-action-
with a company over which they have
inspection, permitting, or enforce-
ment. authority, how could the dis-
cussion not involve an element of
coercion?. Even if EPA scrupulously
refrained from behind-the-scenes
intimidaticn, companies rmﬁh;_ vol-
unteer just to stay on the goo side of
their regulatory overlord.
Furthermore, even if not run by

_EPA, an early reduction program

would put the squeeze on many
companies to volunteer, because
¢arly reducers would profit at the

" expense of non-parucipants. The

latter would pot merely forgo bene-
fits — they would be penalized

Here's why. The Kyoto Protocal p

#

'In a Kyoto world, all
small businesses will -
‘have to pay higher
energy COsts. S
#—'—-_
10 every industrial nationan -
‘it may lawfully use dur‘mg2003*. '

2012..Under Kyoto, an indusin
_nation can earn emission credits,

. and thus increase its budget, by

. implementing early reduction pro-
jects in developing countries. How-
ever, early reductions achieved at
home do not -generate baakable -
credits that can later be added ma
padon’s budget. Thus, credits for
domestic early acdon can ¢ame
from only one place —the future
US. Kyotw budget. The inescapable

 result is a zero-sum game: For every

company that gainos a credit for.
early action, there must be another
“that loses a credit in the compliance
-period. . : L
Since early reducers are
rewarded at the expense of non-.

participaats, many businesgses that

. volunteering may do so just to
avoid getting stuck in the shallow
end of the credit pool, come 2008.-
This dynamic i3, of course, exact-

lv what Kyota partisans Jesire, as
it would build up the mass of com-

- panies holding costly paper assets

that are com_plctely valueless
unless Kyoto is ratified.

Who would be burt the most? The

answer is really quite obvious. Only *

the big boys — urilities and major .

mantfacruring firms — have the

. legal and technical expertse and

the discretionary capital to investin
voluntary emission reducdon pro-
jects. Most small businesses will not
be players in the early credit game.

Yet in a Kyoto world, all small busi--

nesses will have to pay higher ener-

. gy costs and many will have to
reduce their use of fossil fuel. Cred-- = -

it for early reduction would not only
make Kyoto more likely to be rati-
fled, it would also make the treaty

" more cosdy for small business.
_The swongest cationale for anearly. - -

action program is Florida Republican

. Senator Connie Mack’s ‘precaution-

ary’ argument Mr. Mack, an original
cosponsor of the Chafee legislation,

- warns that a future Congress might

ratify Kyoto or mandate energy-use
controls. An early reduction program
would allow participating companies

to stretch out their compliance costs -

and thus, Mr, Mack contends, buy a
kind of insurance against possible
future regulatory excess., .

. This argument does not survive
inspection. Enacung an early action
-would send a strong mes-
-sage to the business community: Con-
gress believes Kyoto ratification is
inevitable, and American companies
had benn_rfhet prepared for it That
message
be stopped — could easily become a
self-fulfilling prophecy. Many busi-
nesses would conclude, if you can’t

e Kyot Express cannot

lick ‘em, join m. By swengthening -

the Kyoto lobby,

early action credifing -

‘would feed the very regulatory ambi- .

tlons Mr. Mack professes to oppose.

Early action crediting may seem ;

like a voluntary, market-orieated,

in-win environmental program. Itis :

win- 3 ,
actually a political sTrategy to imple-

ment a non-ratifled treaty and grow .

the Kyow lobby. And it would pro- -

duce a zero-surn game in which small ‘
business can only losa. Policy mak-
ers cannot consistently claim to
oppose Kyoto and support early -

action crediting.

Suzanne Fields
| is on vacation.
| Hercolumnwon't

appear this week.

[doo2
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By Geraw F. SEB

‘Goreand Bush:
Feeling the Pain
- Of Being the VP

and George Bush. .

No, no, not that George Bush—not
the one who's governor of Texas. This is
about Al Gore and the other George Bush,

- the former president and father of the
governor.
It’s a sign

THIS IS A COLUMN about Al Gore ;

of how fast things have
you say “‘George
Bush” now, most
people in the politi-
cal world think of
the Texas gover-
nor and leading
Republican  con-
tender in the 2000
race, not the for-
mer president.
| Right now, though,
the more interest-
ing comparisons
can be drawn be-
tween Mr. Gore,
the current vice
-~ president, and
George Bush the elder, who once was

~ Ronald Reagan’s vice president.
" A dozen years ago, the elder George
Bush was trying to figure out how to
mount a successful presidential cam-
. paign while serving as vice president.
What he found then, and what Al Gore is
about to find anew, is that it is far more
difficult than most realize to run for pres-
ident while serving as somebody else’s

. vice president.

This issue arises because, right now,
Mr. Gore doesn't exactly appear to be a
red-hot political commodity. Yes, he tow-
ers above others in his party in financial
and institutional support, and easily
bests his only Democratic foe, former
‘New Jersey Sen. Bill Bradley, when De-

mocratic voters are asked their prefer- :

ence for the party's nomination in 2000.

_ ET EVEN even as the economy
: i soars and Democrats seem ascen-
dant in voters’ estimation in other
areas, Mr. Gore consistently falls behind
when polls match him up against either
the GOP's Gov. Bush or Elizabeth Dole.
As the accompanying chart shows, a new
Wall Street Journal/NBC News poll
shows him a striking 18 points behind
Gov. Bush in a hypothetical- 2000
-matchup.
This seems odd, considering the enor-
mous advantages in name recognition
and party loyalty that accrue to a sitting

vice president. And the numbers do, in
fact, point to some real Gore weaknesses.

But they also point to a less well-un-
derstood reality. The assets that go with
being vice president are offset by the con-
-siderable disadvantages a vice president
has in shaking loose from his boss and es-
tablishing his own voice and identity with
the nation’s voters. : .

The fact that Mr. Bush pulled off a
successful campaign as vice president in
1988 has made people forget just how rare
that accomplishment is. Before Mr.
-Bush, the last sitting vice president who
successfully ran for president was Mar-
-tin Van Buren back in 1836. In this cen-
‘tury, six other sitting vice presidents
have sought the presidency; all six
failed. :

serving under a popular President

Reagan, Mr. Bush labored to escape
the burdens of the vice presidency. The
.Iran-Contra scandal shadowed him, his
political skills were compared unfavor:
ably with Mr. Reagan’s, and he struggled
constantly to articulate his own agenda
without being accused of disloyalty to his
boss.

“Essentially, you're bound by the
administration you've been in for seven
years,” says Robert Teeter, who then
was a top Bush adviser and who now
co-directs the Journal/NBC News poli.
At the same time, you're trying to dis-
tinguish yourself and present options,
" your agenda is being determined by the
“president and the White House.” For
_Mr. Gore, this means he faces not only
‘the usual vice president’s struggle to
make his own mark, but also the risk
.he could be hurt by Clinton scandal fa-
tigue.

So, what to do? It’s especially impor-
tant for Mr. Gore to put his stamp on a set
of “Gore ideas.” He's started with some
"mini-initiatives designed to address the
logistical and environmental scourges
that go along with suburban sprawl.
That's a legitimate issue of growing con-
icern to important swing voters.

But he’ll have to do more. He'd be
well-served, for example, to begin fram-
ing his signature environmental issue for
the 2000 campaign, before Republicans
do it for him. How about an elongated ex-
planation of how to square his environ-
mentalism, and growing popular con-
cerns about global warming, with eco-
-nomic growth?

Mr. Gore also has established solid
foreign-policy credentials,- particularly
on Russia. With Russia sliding down-
ward, this would be a good time to put his
knowledge on better display.

Ironically, nobody would better un-
derstand the need to make a mark than
George Bush—the elder, that is.

IT'S NOW OFTEN forgotten how, even

~
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American companies face giant restruc-
turing headaches. German companies face
giant restructuring headaches. Why ex-
actly do American companies believe that
granting vast stock options is the best way
to get on with this unpleasant work?

We never fail to find a visit from a
German CEO enlightening, and a recent
stop by the Journal by Siemens CEO
Heinrich von Pierer didn’t disappoint.
His company faces a mother of all re-
structuring challenges. Shareholders are

Business World
By Holman W. Jenkins Jr.

getting restless with its failure to master
its many lines of business and generate a
return in league with other companies its
size. Mr. von Pierer has taken up the cry
of “shareholder value.” Nearly half the
remuneration of his executives is now
tied to performance.

Yet his use of stock options has been
mingy by American standards. The top

. grant is no more than 9,000 shares. The

American preference for truly stupendous
grants makes him shake his head in disbe-
lief: Does anyone really work harder for
100 million options than, say, two million?

Mr. von Pierer earns a respectable
salary and works plenty hard. He recently
bought a plcture phone so he could see his
wife once in a while. But the operating as-
sumption here is that the important effect
is not on how hard people work but on what
kinds of decisions they are willing to make.

Happily for Mr. von Pierer, he will
never have to make the kind of decision
that would get him pictured in Newsweek
as a “corporate killer.” In Germany, such
decisions are illegal. He cansit in his office
and dream all day about moving with in-
stant dispatch to dump lines of business,

]gzzporting the ]ack'Welch Way

lay off masses of employees, and redeploy
capital in more promising directions, but
he can’t do it. Under the German system of
employment laws and the need for union
acquiescence in strategic decisions, he
must move slowly or not at all.

Unhappily for Mr. von Pierer, he finds
himself competing globally for capital with
companies that can adapt a great deal
faster. Like many German business lead-
ers, he has come up with GE's Jack Welch
as a role model. Henceforth, Siemens will
strive to meet the Welchian dictum of be-
ing “first or second” in any line of busi-
ness. But it will get there by a different
route: “I would not get very far with a nick-
name like ‘Neutron Jack,””” Mr. von Pierer
has said, referring to Mr. Welch's early
reputation as a downsizer.

We wonder if he is missing the point. As
Mr. Welch takes his victory lap, he has
been keen to explain his own legacy, and it
has nothing to do with where a business
ranks or with the value of downsizing. Ina
presentatlon staged recently by Fortune
magazine, the achievement he stressed
was creating a company that could “think
outside itself.”

Mr. Welch made himself the enemy of
every form of bureaucracy, tradition, sen-

timent or anything else that might stand

in the way of his company realistically as-
sessing its performance and opportuni-
ties. For one thing, the Welch Way favors
a good deal of yelling and tears. The nor-
mal propensity of any organization is to
bury bad news while speeding good news
to.the top, to seek unanimity at the ex-
pense of truth, to believe that painful
change can somehow be avoided. The
Welch Way works overtime to neutralize
these natural tendencies. Almost by defin-
ition that requires a degree of interper-
sonal stress.

Psychologists live secretly in fear that
they actually will be successful with their
patients, since a genuinely well-adjusted

person, free of fantasy, weighing every-
thing in the cold light of reality, would be a
scary thing. So is GE a scary thing to Ger-
mans and many others.

History being what it was, Germans
take a dark view of the whole idea of toss-
ing things up in the air and starting over.
Not only would massive stock options be
wasted on Herr von Pierer and his
brethren. Massive stock options would be

deeply upsetting to many Germans, be-
cause it would give the executives an in-
centive to restructure Siemens by the
shortest, most efficient route. Large stock
options send an unmistakable message to
everybody up and down the line: “See all
this money? If you won't do what's neces-
sary, we can always find someone else
who will.”

That's not a dynamic that many Ger-
mans want running loose in their land.

Their tax code makes such grants all
but impossible, since executives have to
pay income tax as soon as options are is-
sued, whether or not they ever make any
money from them. That puts Germany in-
creasingly at odds with global practice. A

corporate convergence is at work: Mr.von -

Pierer's investors are GE's investors; they
are investors in Hewlett Packard, which
last week announced a restructuring to be
finished this year as dramatic as the over-

haul Siemens has been plodding toward for -

a decade.

So much of the market value of any com-
pany depends on the market’s confidence
in the person running it—and “market”

these days means a small number of fund
-managers who are able o assess top man-
agement face to face. These investors
don’t necessarily know much about a com-,
pany's products and processes, but they;
can readily judge whether the people in-
charge are likely to recognize opportunity.
and move quickly to exploit it. )

This is a game Mr. von Pierer cannot'
win, because he lacks the tools. One reason’
he is finally spinning off his semiconductor’
unit is so its frustrated chief, Ulrich Schu-:
macher, will be able to wrest greater free-;
dom from the unions to dangle stock op-
tions in front of key hires. In turn, that will,
help him attract the kind of investor who,
likes a risky venture—as long as manage :
ment is properly motivated.

No doubt large CEO pay packages’
partly reflect the scarcity of the personal-:
ity type that can Welchize an organization..

. Large pay packages also reflect the mod-.
ern CEO's lack of job security, indeed the:
high likelihood of rendering himself unem-
ployable in the future, since failure is a.
jinx that would stick in the eyes of other in-
vestors. Germans do not pay vast sums to-
get such people because they have no use:
for them. Indeed, such people would proba-
bly burn themselves up in an ulcer bonfire-
waiting for the system to let them to get:
moving. Mr. Schumacher’s weight batties,;
his screaming matches, and his famous op-.
position to the huge North Tyneside plant
(closed last summer after barely a year in’
operation) all suggest a Jack Welch in
bondage.

Yet his boss, Mr. von Pierer, jokes
about all the other Siemens executives who:
would like to see their businesses spun off.
so they can have a chance to “grow.
wealthy” too. Joking aside, his sharehold-.
ers might worry why so many executives
think they can become wealthy running
the same businesses on the outside that’
have made no one wealthy while Siemens-
has been running them. B
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Todd —

You may recognize the basic idea in this op-ed, which 1 plan to shop around
next week. Let me know if you have any comments or concerns.

Hope you had a great Thanksgiving.

Thanks,
Peter

PS: I am flying to DC tomorrow to help out on the Social Security
conference, and will therefore be around until December 9.
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prohibited, and may be illcgal. If you have received this communication in error, please notify Scbago
Associates, Inc., ilnmediately at the above number.
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“Changing the Climate on Climate Change”
Peter Orszag’

Representatives from 170 countries recently gathered in Buenos Aires for ongoing
climate change negotiations. Here at home, opponents of reducing grecnhousc gas
emissions argue that protecting the environment would bankrupt the country. Proponents
claim that the costs would be minimal. Combining tradeable cmission permits with a cap
on the permit price may be the solution to their disagreement. It could allow us, s the
Vice President has put it, to address “global warming without economic cooling.”

Both sides agree that tradeable emission permits, which requirc firms to hold permits for
each ton of emissions but allow the permits to be traded among firms, would cut
emissions more efficiently than command-and-control regulations. Fven with a tradeable
permit system, however, cost estimates for reducing greenhouse gas emissions vary
widely.

For example, the Clinton Administralion’sl;fﬁciaﬂ}conomic analysis of the Kyoto
Protocol -- under which the United States would reduce emissions to 7 percent below
1990 levels during the five-year period between 2008 and 2012 -- concludes that carbon
permits would cost between $14 and $23 per tonﬁut other studies of the Kyoto rot 5
} Protocol, including one issued by the Energy Infdmmation Administration, conclude that )R
the costs could be up to fifteen times higheg}j

2 Touqt)
Adding a price cap to the permit system would provide our economy with an insurance &67(,,
policy against excessive costs. Under such a combined system, regular permits would h‘%ﬁ”
either be auctioned or issued. The U.S. Government would also stand ready to sell

additional permits at some given price, thereby cnsuring that the market price of the

regular permits never exceeds that level.

A guaranteed price cap would force both sides to put their money where their mouths are.
For example, assume the government’s price for additional permits were $25 per ton.
The Administration’s official economic analysis would suggest that no one would buy
such permits from the government, since the market cost of regular permits would be
below $25.

But what if the Administration’s opponents turn out to be correct? As the cost of regular
permits rose above $25, additional permits would be purchased from the government,
thereby increasing the supply of permits and protecting firms and consumers from undue
burdens.

The acid rain program provides a precedent for such a combined system. The program is
most famous for its tradeable sulfur dioxide permits. But under a liitle-known provision,

* Peter Orszag is President of Sebago Associates, an economic policy consulting firm, and a visiting
prolf'essor of economics at the University of California, Berkeley, He previously served as a Special
Assistant to the President for Economic Policy during the Clinton Administration,
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a small number of permits are available for sale each year at a guaranteed price of $1,500
per ton, adjusted for inflation. Since the market price of regular permits has been
significantly lower than $1,500, no additional permits have been sold under this

mechanism.

Recent research by Resources for the Future, a Washington think tank, suggests that a
combined system for greenhouse gases may bc more cconomically efficient than a simple
permit system. And perhaps more importantly, it could bolster the political viability of
the greenhousc gas reduction effort, since the price cap would protect business and
consumers against unexpectedly high costs.

Environmentalists raise two objections worthy of consideration. First, they argue, any
additional permit sales would allow more emissions, undermining the cnvironmental
integrity of the system. Our goal, however, should not be to reduce emissions regardless
of the cost. A balancing of economic and environmental intcrests is appropriate, and is
precisely what the combined system does. oo A

Second, critics add that 4 combined system a/y/}equire international approval, further
complicating negotiations already struggling with numerous other tasks. But that would
be a price worth paying for a politically viable system that balances cconomic and
environmental objectives.

Climate change is a global problem requiring a global solution. But it is also an
environmental problem requiring an economic solution. A permit system with a price
cap could allow American consumers to enjoy the benefits of a healthy economy and a
healthy environment.
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—— At Buenos Aires and Beyond

by J.W. Anderson, Richard D. Morgenstern, and Michael A. Toman

RFF analysts pinpoint where the latest round of international negotiations
leaves us in the world’s politically tinged efforts to cope with climate change.

hen several thousand diplomats, politicians, and

lobbyists [rom nearly every country on earth met
in Buenos Aires last November Lo talk about climate,
they were pursuing a process ol negotiations that had
begun in the late 1980s. In 1992 that process led 10 the
Framework Convention on Climate Change. The con-
vention sought to avoid “dangerous interference” with
the worlds climate, albeit without specific atmospheric
goals or mandatory emissions limits. In late 1997 nego-
tiators agreed on the Kyoto Protocol to the Framework
Convention. 1f it goes into effect, Kyoto will set legally
binding emissions targets for the industrialized coun-
tries, to be met in the period 2008 10 2012.

But the protocol omits, or leaves vague, a number
of important points. These include the nature of com-
mitments by developing countries, specification of
mechanisms for international emissions trading, and
terms for making qualified emissions-reducing invest-
ments in developing countries (the so-called Clean
Development Mechanism). More broadly, the fate of
any binding agreement on climate change hinges on a
number of issues that, at least up to this point, have
stayed below the diplomatic radar.

One is the issue ol equity between rich countries
whose emissions are high and poor countries whose
emissions are low but rapidly growing. Other issues
involve the high cost of quickly reducing emissions to
meet Kyotos fairly demanding targets, which would
begin less than nine years from now. A number of
experts who readily acknowledge the virtue of taking
aclions Lo restrict greenhouse gas emissions also worry
that the Kyoto targets may be too much, too soon,
and too rigid.
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In this article we first review the status ol some of
the main issues discussed at Buenos Aires and that
remain part of the ongoing international dialogue on
climate policy. We then turn to other issues that have
received less public attention but are likely to loom at
least as large in determining the ultimate fate of the
Kyoto process.

Emissions Trading and the Clean Development
Mechanism

The United States continues o press hard for free and
open trading in greenhouse gas emissions rights,
relying in part on its own very successful experience
with cost-reducing sulfur-dioxide trading by utilities
under its acid rain control program. The Clinton
administration has used figures implying that the
United Slates could buy [rom other countries as much
as 85 percent of the emissions reductions il needs to
meet its Kyoto obligations, permitting substantial
expansion of domestic emissions. These purchases
could include a large quantity ol low-cost surplus
emissions permits that might be supplied by Russia.
Other countries, especially several European nations,
have denounced the U.S. strategy on several grounds.
These include fears of lost competitiveness vis-a-vis
the United States, doubts about the long-term U.S.
commitment o reducing greenhouse gases at home.,
concerns about the integrity of Russian emissions
permits, and beliefs that international equity requires
domestic sacrifice by all developed countries. Critics
of the U.S. view have demanded stringent limits on
the number of permits that any country can buy
abroad, which the United States has strongly resisted.

—




gas up and make the collection
system as simple and painless
as possible, Tves asked.
Proponents of what is now
known as “Pay-at-the-Pump”
(or PATP) have been asking the
same question ever since.

J. Daniel Khazzoom, who
organized an RFF workshop in
January to address criticisms of
the concept, sees economic
efficiency through PATP He also
sees other benefits that flow
from efficiency: equity, salety,
lower insurance cost, enhanced
welfare of the poor, improved
quality of the environment, and
less global warming,

In his papers on the sub-
ject, Khazzoom notes that the
current fixed-cost nature of
auto insurance destroys any
incentive to cut down on dri-
ving, even though miles trav-
eled increases both accident
risk and environmental degra-
dation. Under PATP however,
the connection between the
price of insurance and these
factors would be made. The
more you drove, the more you
would pay for inswrance in the
form of a surcharge tacked
onio the price per gallon of
gasoline. If your vehicle didn't
get good gas mileage, you
would pay more, also.

Aside [rom the environmen-
tal benefits, PATP would mean
universal insurance coverage.
Everyone who purchased gas at
the pump would automatically
purchase insurance, 00, thus
eliminating the inequity and
expense of subsidizing unin-
sured motorists.

Despite the merits that
proponents point to, hawever,

PATP has failed 1o pass muster
in any state legislature that has
taken the proposal up.
Khazzoom believes it is time
for proponents and critics to sit
down together and sec il they
can resolve their differences.
The January workshop was a
first step in the process.

For more information on PATP

and the workshop, contact ).
Daniel Khazzoom; khazzoom@
rff.org. Khazzoom is a professor of
quantitative studies at San Jose
State University. In 1997-98 he
was a Gilbert White fellow in RFF’s
Quality of the Environment
Division.

Climate beat

Climate policy continues to be
a major focus of activity at RFE
In addition to sponsoring the
digital forum Weathervane, RFF
continues to host “live” talks on
the topic in all its intricacy and
CONLIOversy.

Following a June 1998
workshop with European
researchers and officials, RFF
held a second event in October,
which featured an exchange of
views between U.S. and
Japanese analysts.

Masahiro Kuroda, a proles-
sor at Japans Keio University,
co-hosted the event with
Michael A. Toman, who
directs RFF’s climate economics
and policy program. Some
twenty analysts from both
countries discussed their posi-
tions on emissions Lrading,
joint implementation, and the
use of the Clean Development
Mechanism to support cooper-
ative elforts between economi-

cally developed and emerging
nations to reduce greenhouse
gas emissions.

For an outline of the work-

shop discussion and points of
agreement, go fo
http://www.weathervane.rff.org/
research/US-japan_flex.html or
contact the co-hosts: Masahiro
Kuroda, kuroda@fbe keio.acjp;
Michael Toman, foman@rff.org.

RFFs Wednesday Seminar
Series continues to be a forum
for airing some high-profile
opinions on climate.

At a seminar held in
December, Yale University’s A.
Whitney Griswold Professor ol
Economics William D.
Nordhaus pronounced the
Kyote Protocol “flawed, maybe
fatally” so.

To a standing-room-only
crowd, Nordhaus pointed out
two main defects. First, the
protocol imposes no
constraints on the rapidly
growing emissions of green-
house gases in developing
countries. Second, it relies on
emissions trading as a way Lo
limit emissions quantities.
Since great uncertainty—and
probably volatility—exist about
the prices of such permits,
Nordhaus said it would be
better to use a system of har-
monized carbon laxes.

Before another capacity
crowd in January, RFF
University Fellow Hadi
Dowlatabadi discussed the
effects of climate change on
human health. Growing the
global economy remains the
best way 1o promote public

health worldwide—more so

than curbing climate change,
he believes. Having said that,
however, Dowlatabadi cited a
number of reasons why health
conditions might not improve
despite economic growth.

As for trying to estimate the
economic costs of ¢climate
change, Dowlatabadi doubted
that we can. Amid profound
change, costs cannot be calcu-
lated nor cost-benefit analysis
applied, he said. It might be
more useful, he suggested, to
take a legal rather than an
economic approach and con-
sider the rights of people
threatened by climate change.

Dowlatabadi’s opinions are
based on years of research
directing Carnegie Mellon
Universitys Center for
Integrated Study of The
Human Dimension of Global
Change.

PN For a synopsis of each of
these lectures, see J.W.
Anderson'’s briefings at
http://www.weathervane.rff.org/
archives. For more information on
RFF's Wednesday Seminar series,
go fo http://www.rif.org/
easy_instant_free_htm.
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RESOURCES FOR THE FUTURE

The Clean Development Mechanism could allow
developing countries to be beneficially engaged in
greenhouse gas limitation investments. Under the
CDM, for example, a firm in an industrial country
wishing to expand emissions at home might finance a
facility such as a highly efficient power station in a
developing country, reducing that country’s emissions
and providing emissions credits for the industrial-
country investor. But the concept raises a number of
questions that negotiators have not yet adequately
addressed.

One is whether the CDM will require new institu-
tions to facilitate and vouch for international trades.
The CDM might be conceived as a centralized agency
playing a role in screening, selecting, financing, and
assisting in project implementation. But experience
suggests that many of those functions could be carried
out more effectively by the private sector. The CDM
would also require some mechanism to measure,
monitor, and verify the claimed reductions of emis-
sions. No agreement exists on who would do that
work, or how.

Further, the protocol says that a “share” of the
proceeds from CDM projects is to be used 1o help
particularly vulnerable countries meet the costs of
adapting to climate change. There is no consensus on
the size of this fee, or the administrative machinery for
allocating and spending the money. Nor have the
negotiators confronted the reality of who is to bear the
burden of this fee. 1t will not be international investors
who can choose from a diverse menu of competitive
investment options. Rather, host countries will receive
a lower net return on the projects.

The CDM remains a work in progress. Yet there is
little time to spare in settling these questions since,
under the protocol, credit [or early emissions could
begin in the year 2000.

International Equity Debates

Progress on the Kyoto Protocol is slow not solely
because of the technical, administrative, and political
disputes on the current negotiating agenda, important
though many of them certainly are. The lack of
momentum is due also to a growing sense that larger
questions must be cleared up before governments can
confidently commit themselves 1o a treaty with enor-
mous implications for their economic life.

A basic issue of equity underlies the tension

between some of the industrial countries, led by the
United States, and most of the developing countries,
led by China and India. The issue can be summarized
by observing that in 1995 the United States emitted
20 metric tons of carbon dioxide per capita, compared
with about 2.5 tons in China and just under 1 ton in
India. Why, these and other developing countries ask,
should we take control actions now when the rich
countries have contributed so much more to the
problem?

What is a fair solution to that disparity? There has
been some discussion of formulae for national emis-
sions limits that would eventually bring about equali-
ty in per-capila emissions between developed and
developing countries at some point in the future.
However, the viability of this approach is open to
question, at least [or a number ol years. A per-capita
emissions target [or rich countries down near China’s
and Indiak current emissions levels would require the
developed world to make draconian emissions cuts or
gigantic payments Lo poorer countries for extra emis-
sions rights. A target up near the United States’ cur-
rent level of emissions per capita implies such an
immense increase in worldwide emissions that the
whole treaty becomes [utile. Any agreement on emis-
sions “convergence” would have to occur well into
the luture to be acceptable to all the parties. Sufficient
progress in developing nonfossil energy sources
would also have o occur so that the convergence
would meet longer-term climate protection goals
without being seen as excessively burdensome by rich
or poor.

In the meantime, other avenues exist through
which o approach equity in ways that build on the
sell-interests of diflerent countries. In the shorter term,
for instance, leaders of some developing countries
may agree Lo modest limits on the growth of their
greenhouse gas emissions in order to reap collateral
benelits at home—such as improved economic effi-
ciency and reduced conventional air pollutants, which
damage the health of their own citizens—as well as to
increase the availability of international investment
through the CDM or other channels. But for such
activities to succeed, they must be seen as beneficial
by developing as well as developed countries. The
climate negotiations have only begun the dilficult
exercise of deciding what concepts of fairness can
attract such agreement.
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AT BUENOS AIRES AND BEYOND

Abatement Costs and Policy Design

The cost of emissions controls has ligured prominent-
ly in domestic policy disputes, but has been much less
significant in the international negotiations. Article 3.3
ol the Framework Convention observes that “policies
and measures to deal with climate change should be
cost-effective so as to ensure global benefits at the
lowesl possible cost.” But this observation does not
speak to the more fundamental question of what costs
are seen as acceptable to bear in exchange for reduc-
ing the long-term risks of climate change.

The Clinton administration argues that the United
States can achieve compliance with the Kyoto require-
ments for less than $25 per ton of carbon avoided,
assuming an idealized system of international partici-
pation in carbon control through emissions trading,
Other estimates, some based on comparably
pessimistic assumptions, go much higher, into the
range of $300 a ton. These figures are all produced by
technically competent models. The differences arise
from their varying assumptions about international
emissions trading, and cost-effective opportunities for
carbon abatement, among other factors.

The higher estimates have figured in the opposi-
tion within the U.S. Senate to ratifying the Kyoto
Protocol. This deadlock over the cost figures is unlike-
ly to be resolved until there is more information about
abatement costs [rom actual experience. But the proto-
col does not allow for small-scale experiments.
Instead, it would commit most of the industrial coun-
tries to substantial emissions cuts in the near luture.
The U.S. Energy Department estimates that, if nothing
is done, emissions will be more than 30 percent above
1990 levels by the year 2010. Thus, U.S. compliance
with the Kyoto Protocol—which would entail a 7-
percent reduction below 1990 levels—would require
cutting emissions by more than one-third below busi-
ness-as-usual, and doing it in little more than a
decade. This prospect raises another central question,
this one about basic economic strategy.

Given the large uncertainties about the cost of
reducing greenhouse gases, what is the best way to
proceed? One option is to introduce more flexibility
regarding the emissions target to be achieved. This
flexibility could take the form of a ceiling on the cost
of compliance. In the context of an emissions trading
program the cost ceiling could be implemented by the
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governiment standing ready to sell additional permits
al a prespecified price. The price ceiling could start at
a relatively modest level and escalate gradually over
lime, causing a corresponding drop in the total quan-
tity of emissions.

Proponents of the Kyoto target may be correct in
asserting that the costs are not that large—either
because the economic models are underestimating the
quantity of cheap reductions available or because
international markets {or greenhouse gas trading
would flourish with developing country participation.
If so, then additional permits offered by the govern-
ment would not be needed to meet the Kyoto target. If
the higher cost estimates are right, however, and firms
did purchase additional permits, the emissions reduc-
tion would be less. But the burden on the economy
would be limited to a predictable level.

Policy can set either price or quantity targets with
some assurance, but not both. 1f the objective is to cap
the cost of control, the amount of emissions actually
eliminated cannot be guaranteed. If on the other hand
the objective is to cut emissions by a certain amount,
the cost of doing so cannot be predetermined, either.
Environmentalists prefer the certainty of quantity over
the certainty of cost. However, this prelerence does
not give full weight to the fundamental differences
between climate change and most other environmen-
tal problems. The uncertain and potentially large size
ol greenhouse gas abatement costs argues for a price
ceiling to start the process, with the possibility of
converting Lo a fixed-quantity approach once more
information is available on the true costs of emissions
reductions and agreed-upon mechanisms are estab-
lished to better monitor international activities.

Long-Term Timing of Emissions Control

Changes in the earth’s climate, and thus the risks of
climate change, are affected by the long-term concen-
tration of greenhouse gases in the atmosphere, not
simply by year-to-year increases in emissions. This
reality highlights the need for a long-term focus in
setting policy targets, in contrast to the Kyoto
approach of setting one relatively near-term set of
targets and leaving future targets open for negotiation.
A substantial body of economic analysis has devel-
oped since the start of the climate negotiations, which
suggests that the lowest-cost path to any plausible
longer-term target for greenhouse gas concentrations in
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the atmosphere would start with relatively modest cuts
in emissions, restricting them more severely in later
decades. In this kind of scenario the price of emissions
control would start at a low level, giving people time to
learn the new rules and develop reliable data on strate-
gies for operating in a low-emissions regime. Over
time, the price would be increased as needed to keep
the concentrations within the target.

One important reason for this gradual acceleration
approach is that a faster turnover of capital equip-
ment, like electric generating plants, might be very
expensive. Another reason is that a more gradual
approach allows greater opportunities for taking
advantage of future developments in technology.
There is a need to promote development of new tech-
nological options. This promotion could be enhanced
through increased support for R&D as well as through
the gradual but inexorable effect of rising energy
prices.

Where Do We Go from Here?

As we noted at the outset, a number of policy issues
within the scope of the Kyoto Protocol remain to be
worked out. On international trading mechanisms,
while there is room for compromise, we believe that
the positions held by the United States and its allies in
the debate are basically sound. In practice, achieving
the Kyoto targets requires the kind of extremely flexi-
ble and cost-effective policy mechanisms that the
United States advocates. The private sector can play
the lead role in developing the necessary market
mechanisms for trading. We further believe such
mechanisms can be developed without compromising
the integrity of emissions targets through development
of appropriate international capacities for monitoring

and compliance evaluation. The results will not be
perfect but, to cite a tired Washington cliché, perfec-
tion should not be the enemy of the good in interna-
tional climate policy.

Yet, these efforts will not address some of the more
fundamental concerns we have raised about the path
on which the world has embarked to restrict green-
house gases, concerns related to cost, timing, and
economic uncertainty. The kinds of policies we have
described above provide a long-term approach to a
long-term risk, and they reduce short-term uncertain-
ty about costs. Of course, a long-term approach can-
not be carved in stone today, since our current
analyses require assumptions that, in many cases, are
little more than educated guesses. However, some
concrete first steps along the lines we have discussed
could provide opportunities for experimentation and
learning in an area in which we believe policy cannot
wait for complete scientific and economic certainty.

Issues of equity, cost, and long-term strategy are
only partially on the climate negotiators’ agenda. But it
seems unlikely that an eflective international agree-
ment on greenhouse gases will go into effect until
these concerns are seriously addressed. Some of the
policies we have discussed are inconsistent with the
Kyoto Protocol. They nonetheless should remain part
of the policy debate, since international climate policy
is a work in progress.

JW. Anderson is RFF's Journalist in Residence. Richard D. Morgenstern s a visiting
scholar in RFF's Quality of the Environment Division. Michael A. Toman directs the
Energy and Notural Resources Division.
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in Transition

—— Environmental Liability

A Look at the Record in Hungary

by Maria Csanddi and Ruth Greenspan Bell

The records of privatization in a former communist country offer a rare
glimpse at how environmental liability fits into the puzzle of moving toward

a market economy.

hen the Soviet Bloc crumbled almost ten years

ago, countries in Central and Eastern Europe
resolved to transfer into private hands property that
had been under state control for forty-five years.
Privatizing many thousands ol industrial enterprises
was complicated by a legacy of environmental neglect,
sometimes predating communist times. The privatiza-
tion process came to be entangled in questions about
responsibility for environmental hability.

If such questions were new to privatization officials
in what were once collective economies, they were
routine to prospective buyers from the West. Years of
experience with the Superfund regime in the United
States caused them to worry about paying for past
pollution; they were hardly reassured by the lack of clear
liability principles in the former Soviet Bloc countries.

The transition to market-based economies has
been going on for some time now. Nevertheless, little
is known about how these countries have responded
to investors anxious about how much liability might
come with the facilities they purchased. Our ignorance
about this issue is partly a consequence of government
secrecy, but investors, too, have been reluctant to
share specifics. As a result, whatever information is
available has been largely anecdotal.
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This article reports on one of the first opportuni-
ties to review the written records of a governmental
entity responsible for privatization, in this case what is
referred to here for simplicity’s sake as Hungary’s state
property agency (SPA). The records reflect privatiza-
tion activities between 1990 and 1998. Co-author
Maria Csanadi traced how Hungary’s SPA, with little
law or experience to guide it, evolved in its manage-
ment of contamination issues in privatization transac-
tions. For Hungary, like many of its neighbors, did not
have laws on compensation for the restoration of
environmentally damaged industrial sites, should
remediation be required; nor did it have soil cleanup
standards. At the same time, however, Hungarys Civil
Code, written long before site contamination became
an issue, broadly provides that a purchaser acquires
property with all rights and duties pertaining to it.

The Records Reviewed

The Hungarian government made available for exami-
nation twenty-six hundred contracts memorializing
privatization transactions. The transactions selected for
study were those officially registered as having environ-
mental aspects. In seventy-nine cases, the contracts
clearly indicated SPA commitments to shoulder in some



Pentagon’s ‘Scrooges” Turn Off Lights, Share Savings

By JouN J. FIALKA

Staff Reporter of THE WALL STREET JOURNAL
BARKSDALE AIR FORCE BASE, La.—
For decades a little known but crucial step
" in the nation’s strategic military prepared-
ness has occurred here in a dimly lit, sta-
“dium-sized hangar where B-52 bombers

taxi in for a regular checkup.
After the building's 200-foot door closes,
:technicians crawl over the mammoth

‘plane looking for
tiny rust spots, a se-
rious matter for

bombers that are at }
least 37 years old.
But often the techni- |
cians couldn't see
svery well. So they
*would open the door
again, letting all the
heat out in winter. .
After doing some
touch-up painting,
they closed the door
agam and waited -
,two hours for the
“cavernous building
“to warm up, or their paint wouldn't dry.
. The fact that this wasted enormous
_amounts of time and energy was generally
ignored, until now.
Today the hanger is comfortably warm
-and brightly lit with skylights and high-
tech fixtures that use half the previous load
. of electricity. During the Cold War and the
- Gulf War there were other enemies to deal
. With: now the Defense Department is at-
. tacking its $6.1 billion annual energy bill,
"the largest in the land.
. For the military, an organization that
created the air-conditioned tent, this is a
. wrenching change. For a small group of
.private companies the Defense Depart-
..ment has brought in to act as the energy
.Scrooge, it is a golden opportunity. Undera
- federal program, they get the value of half
“the energy savings they create for the next
. 10 years.
“We do nighttime audits,” explains
-Ken Ormsbee, whose company, Energy
 Masters International Inc., plays Scrooge
- here. “You can find all kinds of things run-
yning wide open when there’s no one here
_butus.”
«  Theyfound the base's 8, 000 foot runway
-apron lit up like a night baseball game
~when no one was working there. Some-
1 times the lights remained burning during
the day. There was no way to turn off the
- .system of 29 massive light poles, each of
- which had its own switch. Energy Masters,
- a subsidiary of Minneapolis-based North-
- ern States Power Co., put in more-efficient
- lights and installed a master switch in the
- control tower. Resuit: $32,139 worth of an-
nual savings. The project paid for itself in
less than a year.

*“This was just a case of shutting off the
lights when you didn't need them," ex-
plains Nathan Cost, the base’s first civilian
energy manager. He and his outside con-

Nathan Cost )

sultants are working on projects worth $2
million in annual savings, and he figures
there may be another $18 million worth.

Base managers noticed problems be-
fore. But previous energy managers were
military officers who often rotated out be-
fore discovering ali of the base's expensive
quirks. And when energy-savings requests
came up against money for bombs, aircraft
and readiness, Mr. Cost says, they usually
lost.

“But now you have to think outside the
box a little bit,” he explains. He is refer-
ring to the federal energy-savings pro-
gram, mandated by Congress in 1992 and
strengthened by a White House order in
1994, calling for 2 30% energy reduction by
2005. One of the key changes is that outside
contractors find the energy savings and
then put up the money to finance their
equipment installations; that means no
more budget fights.

The way it works here is that the base
keeps paying its old utility bill, but the lo-
cal utilities, which are aiso partners in
the program, earmark half the savings to
pay the contractors’ costs plus interest.
Most projects are paid off in 10 years and,
after that, the government gets all the
savings.

According to defense officials, Scrooges
at other bases have found:
