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Ford Announces Its Withdrawal
From Global Climate Coalition

By KEITH BRADSHER C';D

DETROIT, Dec. 6 — In a conces-
sion to environmentalists, the Ford
Motor Company said today that it
would pull out of the Global Climate
Coalition, a group of big manufactur-
érs and oil and mining companies
that lobbies against restrictions on
emissions of gases linked to global
warming.

Ford's decision is the latest sign of
divisions within heavy industry over
how to respond to global warming.
British Petroleumn and Shell pulled
out of the coalition two years ago
following criticisms from environ-
mental groups in Europe, where
there has been more public concern
than in the United States. Most sci-
entists believe that emissions from
automobiles, power plants and other
man-made sources are warming the
Earth's atmosphere.

British Petroleum and Shell were
so-called general, or junior, mem-
bers of the lobbying group. Ford is
the first company belonging to the
board that has withdrawn, and the
first American company to leave the
coalition, said Frank Maisano, a
spokesman for the coalition.

Ford's chairman since the begin-
ning of this year, William C. Ford Jr,,
is a great-grandson of Henry Ford
and has long been active in environ-
mental causes. He has said that glob-
al warming is an international prob-
lem that requires action, although he
has echoed other industry leaders in
opposing the global warming agree-
ment reached two years ago in Kyo-
to, Japan. That agreement, signed by
more than 100 nations, calls for re-

OEC

ducing man-made emissions of car-
bon dioxide and other global warm-
ing gases by industrialized countries.

Environmentalists had questioned
whether Mr. Ford's company had
shifted its position much, and de-
manded that Ford leave the coali-
tion. *‘Over the course of time,” said
Terry Bresnihan, a spokesman for
the auto maker, ‘‘membership in the
Global Climate Coalition has become
something of an impediment for
Ford Motor to credibly achieving our
environmental objectives.”

Mr. Bresnihan said Ford re-
mained opposed to the Kyoto agree-
ment because developing nations are
largely exempt from its rules. Con-
nie Hoimes, the coalition's chair-
woman, said that the group opposed
the Kyoto agreement and wanted
more scientific research into wheth-
er global warming was a problem,
adding that she did not believe
Ford's current position was much
different from the coalition’s.

Mr. Ford's predecessor as chair-
man, Alexander Trotman, who be-
came a British life peer earler this
year, had been one of corporate
America’s most outspoken leaders in
opposing international pacts on glob-
al warming. Lord Trotman and his
counterparts from General Motors
and Chrysler met with President
Clinton in October 1997, and tried to
talk him out of seeking an agreement
two months later in Kyoto. After
meeting the President, Lord Trot-
man held a news conference outside
the White House and denounced the
administration’s position.
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Ford Says Global Warming Exists

= Environment: Auto
maker pulls out of lobbying
group that opposes Kyoto
-climate treaty.

!

WASHINGTON—Ford Motor
Co. has withdrawn from a lobbying
group that leads opposition to the
Kyoto climate treaty, saying credible
evidence of global warming exists
and companies should work together
to find technological solutions.

Ford is the latest example of a
Fortune 500 company quitting the
Global Climate Coalition and saying
global warming must be dealt with.
Other companies that have left the
group in the last two years include
British Petroleum. Shell 0Qil and
Dow Chemical.

The Global Climate Coalition is a
Washington-based group that ar-
gues there 1s insufficient scientific
evidence to confirm serious warming
of the Earth due to so-called green-
house gases. The coalition has more
than 40 corporate members, includ-

From Associated Press

ing oil companies and auto makers
such as General Motors Corp. and
DaimlerChrysler.

Many scientists believe the Earth
is gradually warming because of
greenhouse gas emissions—mainly
carbon dioxide from automobiles,
factories and power plants.

Ford's chairman. William Clay
Ford Jr.. is a self-described “lifelong
environmentalist” and promised last
year to make the world’s No. 2 auto
maker the industry leader in devel-
oping clean vehicles.

“Over time, being in GCC has
become something of an impediment
to pursuing our environmental initia-
tives in a credible way.” Ford
spokesman Terry Bresnihan said.

“We do believe there is something
to climate change. There is enough
evidence that something is happen-
ing that we ought to start looking at
this seriously,” he said.

Ford favors working with other
companies on technology-based so-
lutions. Bresnihan said.

Ford has made a series of an-
nouncements in the last two years
that its light trucks would meet
tougher emissions standards than

the government requires. And Ford
and other auto makers have beer.
working on hybrid cars that ge:
much greater mileage.

Global Climate Coaltion spokes-
man Frank Maisano called Ford's
decision "a little disappointing™ anil
said he believes the company and
the group share similar positions on
global warming.

“Our intent at Ford is to move
forward in progressive and construc-
tive ways to address environmenta!
issues,” William Clav Ford wrote in
a letter Friday explaining the com-
pany’s decision to Dominican Sister
Patricia Daly of the Interfaith Center
on Corporate Responsibility.

Environmental groups applauded
Ford's move. Ozone Action Direcior
John Passacantando called it "a
signal that corporate America s
recognizing the reality of the
threat.”

If ratified. the 1997 climate treatw
reached in Kvoto. Japan. would
require that the United States re-
duce greenhouse emissions to below
1990 levels by 2008-2012. a cut of
more than a third from where emis-
sions are expected to be by then.
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Ford Shifts on Global Warming

Automaker Decides to Quit Coalition Battling Kyoto Treaty

By WARREN Brown
and MartHa M. HamILTON 9,
Washington Post Staff Writers e

Ford Motor Co. said yesterday.
that it is resigning from a coalition
of oil companies, automakers,
electric utilities and others op-
posed to the Kyoto Treaty, an in-
ternational agreement to reduce
emissions from fossil fuels that
have been blamed for global warm-
ing. S—

e company advised the Glob-
“al Climate Coalition—a Washing-
ton-based group that argues there
isn’t enough evidence of global
warming—that it would not re-
new its membership. A Ford
spokesman said the company is

still opposed to the Kyoto Treaty

but believes that there is evidence
of global warming and that compa-
nies should work together to re-
duce carbon emissions. -

The resignation from the GCC
is in keeping with a strategy
launched by Ford Chairman Wil-

liam Clay Ford Jr. and Jacques A.
Nasser, the company’s chief exec-
utive, to improve the company’s
image on environmental issues.

Both executives have vowed to
cooperate with environmental ini-
tiatives whenever practicable, and
to remove their company from the
ranks of automakers and other
businesses that traditionally op-
pose environmental and related
regulations.

“We believe that some things
can be done [to improve the envi-
ronment] and we will work to do
those things whenever possible,”
Ford said in a recent interview.

The resignation of a major U.S.
manufacturing company was a
blow to the Global Climate Coali-
tion, one of the highest profile op-
ponents of the Kyoto Treaty. BP
Amoco Corp. and Royal Dutch/
Shell Group previously had re-
signed from the coalition—but
both companies are based in Eu-
rope, where environmental con-
cerns traditionally have more

sway among corporate leaders.
Dow Chemical Co. also has re-
signed. ,
Supporters of the treaty imme-
diately hailed Ford's .nove as a ma-
jor coup. “In the same way that the
GCC'’s power over the years has
represented industry’s unwilling-
ness to acknowledge global warm-
ing, its current disintegration is a
signal that corporate America is fi-
nally recognizing the reality of the
threat,” said John Passacantando.
executive director of the environ-
mental group Ozone Action.
Connie Holmes, senior vice
president of the National Mining
Association and the head of the
'GCC, which has more than 40 cor:
porate members, said she was sur-

prised by Ford’s decision but
_ played down its significance.

“We're quite disappointed that
they chose to go on their own
way,” she said. “It's clearly up to
them, but I'm sure that we're not
that far apart on any of the issues
that matter.”
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The third study, by nine research-

""“ers headed by Dr. Konstantin Y. Vin-

nikov of the University of Maryland,
analyzed data from five different
sources and found that sea ice in the
Northern Hemisphere as a whole had
decreased by about 7 percent in the
last 46 years.

Computer models of the ocean-at-
mosphere system reconstructed this
trend accurately, said Dr. Alan Ro-
bock of Rutgers University, a mem-
ber of the research team. The model
simulations also determined that the
trend was much larger than what
would be expected to result from the
climate system’s natural variability.
This assumes that the models can

Fresh water flow
may hold a key in
global warming.

reproduce natural variability with
some accuracy, an assumption that
many experts question.

Nevertheless, Dr. Robock said that
the study provides ‘‘strong support
for the theory that humans are caus-
ing the climate to change.”

If the climate is indeed warming
because of human activity, many sci-
entists say, the influx of fresh water
to the North Atlantic could increase.
Melting ice in the Arctic is not the
only potential contributor. Water
from melting glaciers in Greenland
and other Arctic and sub-arctic is-
lands could also contribute. Last
year, scientists reported that the
southern half of the Greenland ice
cap was melting back by about two
cubic miles a year, enough to cover
Maryland with a sheet one foot thick.

(Runoff from melting glaciers con-

tributes to a rising global sea-level.
Melting sea ice does not; like an ice
cube in a glass of water, its change in
state does not raise the water level.)

A third contributor to an influx of
fresh water could be increased pre-
cipitation. A warmer atmosphere
causes more water to evaporate
from the oceans, and some scientists
believe that some of this increased
atmospheric moisture would be
transported to the far north, where it
would produce a heavier runoff of
fresh water into the North Atlantic.
This alone, some computer models
indicate, would be enough to weaken
the North Atlantic heat conveyor
drastically in the 21st century.

‘How much fresh water might be
necessary to halt, slow or weaken the
oconveyor is a crucial question that
scientists cannot yet answer. Nor do
they know how close the world might
be to an abrupt change in the convey-
or's behavior.

‘I don’t think there’s any accurate
assessment out there that would tell
us,” said Dr. Peter Schiosser, a geo-
chemist at the Lamont-Doherty
Earth Observatory.

If a warming atmosphere pumped
enough fresh water into the ocean to
shut down the conveyor, what would
it mean? Dr. Schlosser and others
say the magnitude of the resulting
climate change might be different
from those observed in the last gla-
cial cycle. But, he said, ‘It might put
the system into a state that might be
a precondition for further change.”

What might such a change entail?

Temperature and precipitation
patterns could be drastically altered,
much as EI Niflo alters them, and Dr.
Schlosser says the alteration’s ef-
fects would probably be felt through-
out the Northern Hemisphere. But
exactly how the patterns would
change and therefore what their
down-to-earth effects would be, he
said, is an open question.
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Ford Says Global Warming Exists

a Environment: Auto
maker pulls out of lobbying
group that opposes Kyoto
-climate treaty.

ay!

WASHINGTON—Ford Motor
Co. has withdrawn from a lobbying
group that leads opposition to the
Kyoto climate treaty, saying credible
evidence of global warming exists
and companies should work together
to find technological solutions.

Ford is the latest example of a
Fortune 500 company quitting the
Global Climate Coalition and saying
global warming must be dealt with.
Other companies that have left the
group in the last two ‘years include
British Petroleum. Shell Oil and
Dow Chemical. '

The Global Climate Coalition is a
Washington-based group that ar-
gues there is insufficient scientific
evidence to confirm serious warming
of the Earth due to so-called green-
house gases. The coalition has more
than 40 corporate members. includ-

From Associated Press

ing oil companies and auto makers
such as General Motors Corp. and
DaimlerChrysler.

Many scientists believe the Earth
is gradually warming because of
greenhouse gas emissions—mainly
carbon dioxide from automobiles,
factories and power plants.

Ford's chairman, William Clay
Ford Jr.. is a self-described “lifelong
environmentalist” and promised last
year to make the world’s No. 2 auto
maker the industry leader in devel-
oping clean vehicles.

“Over time, being in GCC has
become something of an impediment
to pursuing our environmental initia-
tives in a credible way,” Ford
spokesman Terry Bresnihan said.

“We do believe there is something
to climate change. There is enough
evidence that something is happen-
ing that we ought to start looking at
this seriously.” he said.

Ford favors working with other
companies on technology-based so-
lutions. Bresnihan said.

Ford has made a series of an-
nouncements in the last two years
that its light trucks would meet
tougher emissions standards than

the government requires. And Ford
and other auto makers have beer.
working on hybrid cars that get
much greater mileage.

Globa) Climate Coalition spokes-
man Frank Maisano called Ford's
decision “a little disappointing™ anrl
said he believes the companyv and
the group share similar positions on
global warming.

“Our intent at Ford is to move
forward in progressive and construc-
tive ways to address environmenta!
issues.” William Clay Ford wrote in
a letter Friday explaining the com-
pany's decision to Dominican Sister
Patricia Daly of the Interfaith Center
on Corporate Responsibility.

Environmental groups applauded
Ford's move. Ozone Action Director
John Passacantando called it “a
signal that corporate America is
recognizing the reality of the
threat.”

If ratified. the 1997 climate treaty
reached in Kvoto, Japan. would
require that the United States re-
duce greenhouse emissions to below
1990 levels by 2008-2012. a cut of
more than a third from where emi:-
sions are expected to be by then.
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FIRST COMPREHENSIVE POST-KYOTO STUDY
SHOWS TREATY WILL COST FAMILIES $2,700 A YEAR

WASHINGTON, D.C. — The climate treaty negotiated in Kyoto, Japan, last December
will cost the typical American family of four §2,700 a year in higher costs for such things
as energy, manufactured goods, and food, according to a study released today by the
Global Climate Coalition.

The study, conducted by the independent economic forecasting firm WEFA, Inc,,
~ projects that the treaty jeopardizes 2.4 million jobs in the mining, energy, manufactunng,
agriculture, and service industries.

WEFA is the first independent organization to calculate, both nationally and on a state-
by-state basis, the full economic conscquences of the treaty negotiated in Kyoto. In
addition, it 1ooks at impacts in 20 representative cities, counties, and mewropolitan arcas
across the nation.

“While scientists debate the extent of human impact on the global climate, there is no
question that the Kyoto treaty will have a dramatic effect on what American families pay
for gasoline, electricity, and food,” said Mary Novak, WEFA Senior Vice President and
lead author of the study.

The WEFA study’s cost projections are based on several key assumnptions: that the U.S.
will cut greenhouse gas emissions to a point seven pescent below 1990 levels by the years
2008 10 2012, as required by the treaty; that there will be no international system for
emissions trading with developing nations; and that there will be no Clean Development
Mechanism enabling U.S. companies to build efficient new facilities in developing
nations and take credit for emissions reductions.

- More -
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“These assumptions reflect the way things are today,” Novak said. “None of the devices
included in the Ueaty to ease the economic burden of cutting U.S. energy consumption by
35 percent or more exists. And there is no reason to believe they will be available in time
10 make a difference. The sad truth is, we need to be looking at this kind of worst case
scenario because that's the reality Americans face.”

GCC President Gail McDonald said the WEFA study confirms the worst feas the U.S.
Senate expressed last year when it voted 95-0 to oppose any treaty that would harm the
American economy. “This treaty is a threat to our new prospenity,” she said. “The
WEFA study proves conclusively that the Kyoto Protocol is impractical and it won't

work.”
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The Clobaf Climate Coalition Is an
in she sciantific and policy debase on global climate ehange.

(n 1989 10 coprdinate participation

Ve Philadelphia, Pennsylvania 43,000
Phoenix, Arizona 68,000

| San Jose, California 27,000
Seattle, Washington 24,000
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The High Cost of the Kyoto Protocol

National and State Impacts — Executive Summary

implementing the Kyoto The Kyoto Protocol is an international treaty that would commit the U.S. and other
Protocol Would Reduce industrislized countries to reduce greenhouse gas emissions by lafe next decade.
Economic l;rnspentv and Developing countries would not commit to reduce their greeahousc gas emissions.
Cost US Jobs Without the participation of the developing counttics, the impact on global greenhouse
gas emissions from implementing the Kyoto Protocol would be small.

» Loss of 2.4 Millien Jobs

»  Logs of $300 billioa in US The Kyoto Protocol Would Have Little Impact on Global
GOP anmually, 3n sverage Carbon Emissions from Man-Made Sources
108s of $2700 per household
% Loss of compdtiivenass ©© 10.000
developing countries which 9.000 OOavabpng Counires
ratuse to commit to emission 8,000 ;;::m - ?”.'":.7'. ; :mu

targets 7.008

8.000 ¢
o E 5.000 4

4,000 .
Energy Prices Would 3.00D 1
Double for Businesses 2,000 4
(Percent incraane ftam Bastiine) 1:ow 4

° -
1990 1585 2000

.a a9~ ooy

Source: Energy Informatica Adsainistration, Internonanal Encrgy Ovtlook 997

The US faces a daunting task: reducing greenhouse gas cmissions to 93% of the 1990
level. Today, carbon emiszions excsed the target by 16%; by 2010 - 37% ot mor=.

T o o Rise The Kyoto Protocol's Call for Near-Term Action Costs US Jobs
(Percert increase from Bageline] Economists at academic institutions and independent finms, including WEFA, have

helped define climate policy options and their likely costs for morc than a decade. All
of their studses estimated high costs at both the nationsl and individual state levels -
without carbon limits, the economy and cocrgy-use are expected to grow steadily,
Reducing energy-use to achieve carbon emission reductions to or below 1990 levels
within 10-12 years requires seading very powerful price signals through the economy.
However, these powerful price signals, implemented by adding pernmit {ses or taxes to
energy prices, result in: premature retiremont of capital stock, a dechine in GDP, a nisc
in unemploywment, lcss capital for business invesuncots, and lcss disposable houschold

Every State Would Suffer income. The result is a picture of a less prosperous America.

Large Manufacturing Job

Losses, Even Non-Energy- A Better Strategy:

Intenzive Statos Promote Technological Progress and Global Participation

{Percent Decrease fiom Basdline}

WEFA believes the better climare strategy would be to match policy actions to an
evolving understanding of climate science, as global warming is likely to be gradual
and limited to only a small change in average global temperaure. Measures consistent
with this approach would be:

» increase investments in technology and gradually replace existing capital stock

8 encourage voluntary actions to reduce greenhouse gas emissions

w  inslist that developing countrias meaningtully participate

IR R R REN]

GLOBAL WARMING: THE MIGN COST OF THE KYOTO PROTOCOL
NATIONAL AND STATE INPACTS - EXECUTIVE SUMMARY
WEFA, INC., 1998
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Unemployrment Rate in 2018:
Stale Base Kyoto
Alasks 7.20 0.81
Alabams 3.63 6N
Arkangag arn 613
Arlzona 30 673
California 610 TN
Colorade .78 632
Connecticut t.4a8 697
Delaware 4.7y 6.6s
Florids 497 6.66
Goorgia 3.92 6.4
Hawaii €55 40.15
lowa €07 6.29
Kano 392 520
fifinals 139 6.06
Indians 365 6.5
Kansat 429 B39
Kentucky 480 T.10
Louisiana 635 0.8%
Massachusets 432 6.60
Maryland ATY 692
Maine 6.y 637
Michigan .80 6.64
Minnesola 345 A
Migsourt 4.04 0.65
" Missisaipp! 6.86 7.94
Montsna 602 892
North Carolina  3.95 6.4
Nonh Dakata 278 266
Nebraska .09 482
New Hempshire 4.30 6.12
New Jersey 6.1 T.84
New Mexico 1.26 0.68
Nevada 464 G40
New York 828 7.7¢
Ohio 392 6.7
Okiahoma 183 544
Orepon 647 5.63
Pennvylvania €86 §.37
Rhode isisnd 4.57 827
South Carolina 648 6.99
South Dakota 323 4901
Tenneasee 5.4% &6
Texas 62 6.2
WRah 3.09 10%
Virginia 422  6.06
Veormont 412 4.79
Washingion 635 6.J%
Wisconsin 289 ATY
Wesl Virginia 487 7.08
Wyaming 645 0.29
[TX- % 64y 685
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-Overview

In Washington, DC and throughout the nation, elected officials and kcy lcaders are
debating whether the Kyoto Protocol, as international treaty negotiated by the Clinton
Administration that would legally bind developed countries to reduce thewr greenhouse
gas emissions, should be signed and ultimatcly raafied by the US Senate, By the terms
of the Protocol, the US would have to reduce its emissions 7% below 1990 levels by
late next decade. And, unless developing countries agree to binding emissions targets,
a competitive imbalance would be created between industrial and devcloping nations.

Meeting the goal of the Kyoto Protocol would be a daunting task. In 1997, carbon
emissioas from the energy sector, the majonity of greenhouse gas emissions, exceed the
goal established at Kyoto by 16%. By late next decade, WEFA projects that carboo
eaissions would exceed the goal by at least 37%. Due to population increases, on a

per capita basis, the required reduction would exceed 50%.

WEFA has analy2ed the economic consequences to the U.S. of achieving the Kyoto
targes through domcstic actions. These consequences would be severe, a result that
others analyzing even less onerous targets also have reported. Thesc include the U.S.
Department of Energy, leading academic institutions, and othes independent consulting
firms. Mecting the Kyoto target would:

s Nearly double energy and electricity prices, and raise gasoline prices an
additiona) 65 cents per gallon.

s Cost 2.4 million US jobs and reduce US total output $300 billion (19923)
anpually, 3.2% below baseline GDP projections, an amaunt greater than the
tolal expenditure on primary and secondary education.

s Ham U.S. competitiveness, as developing countries will not need o raise
energy prices (or product prices) to meet mandalory greenhouse gas targets.

s Reduce the average annual household income nearly $§2700, at 3 time when
the cost of all goods, particularty food and basic necessities, would rise sharply.

a State tax revenues would be reduced by $93.1 billion due to job and output
loses altributable 10 lost US competitiveness in the global market and higher
energy costs.

The sharp risc in energy pnces would reduce economic growth opportunincs.
Compounding this effect is the loss of competitiveness the industrialized countries
would suffer, as developing countries wowld mol raisc cne(gy prnccs (o meet
greenhouse gas reduction targets. Although developing couatrics argue that full
responsibility for mitigating the risk of global warming rests with industrislized
countries, doveloping countries exempted themselves {rom emission limits because
they recognize the role energy plays in their cconomic development.

The Administration has argued that new techaology can drastically reduce the costs of
uoplementing the Kyoto Protocel, and that internations! permit trading, sinks and other
market-based mechanisms mentioned in the Protocol also will lower costs. WEFA has
carcfully assessed the ability of technology to reduce costs over the time peried in
question. Without very powerful price incentives, such rapid technology improvement
is extcmely unlikely. Hence, technology implemeatation does not invalidate the
cstmatcs  determined through this anslysis. Ac for permit-trading and other

GLOBAL WARMING: TME MIGH COST OF TE KYQTO PROTOCOL
NATIONAL AND STATE MPACTS — EXECUTIVE SUMMARY
WEFA, INC., 1999, PAGE 2

[ L]
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The high cost estimates
reported would only be
justified # catastrophic
climate change ware
imminent.

As globa! warming may be
gradual and largely due to
natural causes, measuras
that more closely link
economic cost to the still-
potential threat of very
long-term global warming
may be more appropriate.

Consumers would see
price incraasas in excess
of 55% for electricity and
70% for heme heating oil
by 2040.

Commercial
establishments, including
hospitals and schools, as
well as industrial facilities,
would xee elactricity prica
increases of 60% by 2010.

Truckers and railroads

"~ would see their fuel costs
rise by nearly 70 cents per
gallon by 2010,

CEA OEOB ROOM 328 202 395 6853 P.B88-13

international market mechanisms, the Kyoto Protocol lcaves all such instruments
undefined, to be worked out in the future among the parties. Further, according to the
Protacol, they ase to be supplemental 10 indigeaous cfforts, not primary mechanisms to
rcach country targets. And finally, there is great hostility on the pant of wany countrics
to their use. For these reasons, WEF A does not ascribe significant savings (o them,

The high cost estimates reported would caly be justified if cauastrophic climate change
were imminent. As global warming may be gradual and largely due to natural causes,
measurcs that more closely link economic cost to the still-potential threat of very long-
term global warming may be more appropriate. Such measures include encouraging
voluntary actions, supporting academic research and educational programs on climatc,
and investing in the development and deployment new cnergy technologies.

Key results of this study of meering the Kyoto target through intra-country
tradable permits are:

Energy prices would double

The estimated costs of achicving the Kyoto target are high at both the national and
state lovel because, without carbon limits, the ocanomy, population and energy use are
expected to grow steadily. Reducing energy use to 1990 levels within 10 years or more
requires sending very powerful price sigoals through the cconomy. WEFA’s analysis
has determined that 2 $265 per metric ton of carbon (19928) would be required. When
added to energy prices, consumers would see an increase of 65 ceats per gallon of
gasoline and nearly a doubling of natural gas and electricity prices for businesses.

Energy Price Impact
of Limiting Carbon Emissions (o 93% of 1990 Levels by 2008-2012
{Percent Difference from Baseline)
2010 2015 2020
Carbon Permnit Fea (396/metric tony) $265 10 $360
Consumear Impacts
Home Heating Oil 732 83.7 954
Natura! Gas €5.7 783 843
Edectricity §5.7 65.7 729
Motor Gasoline 415 536 60.2
Diflerence, Cents Per Galion (968) $3.1 68.1 78.2
Business Impacts
Commarclal Egtablishments
Oistillate Fuel Oil 98.3 1120 121.3
Naturai Gas 76.3 899 107.5
Electriaity 602 713 79.4
industrial Faciltles
Resigual Fuel Od 184.5 2109 240.1
Naturat Gas 1188 1355 158.4
Electricity 87.7 9283 105.1
Trucking and Rail
Diesel 56.2 64.4 736
Difference, Cents Per Gallon (96S) 68.3 78.0 60.7
L R ]

GLOBAL WARNING.: THE MGH COST OF THE XYOTO PROTOCOL
NATIONAL AND STATE IMPACTS - EXECUTIVE SUMMARY
WEFA, BNC.. 1998, PAGE
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The resuits paint a picture
of a less prosperous 21st
century America.

Some workers would lose
their jobs theough a
weaker economic
environment,

All workers would (ace a
slowing in their real wage
growth as more workers
compete for fewer jobs.

CEA OEOB ROOM 328 202 395 6853 P.B9-13

Economic consequences would be severe:
The U.S. would lose $300 billion in real GDP

These powerful pricc signals result in pregssture rcarcment of capital stock, less
capital for business investmeats, and less disposable household income as prices climb
for elccmicity, gasoline, heating oil and air conditioning. As a result, the growth in
GDP would be substantially slower, thece would be a sharp nsc in uacmploymeat,
salaries and wages would be lower, and prices for basic necessities such as food,
medical care and housing would be significantly higher.

Percent Difference from Baseline GDP
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Job losses would exceed 2.4 million; wages would be
jower :

Implementing the Kyoto Protocai weuid have a devastaing tmpact on workers. Some
workers lose their jobs through a weaker economic eavironment while other workers
lose relatively high paying manufacturing jobs and find only lower wage service jabs.
All workers face a slowing in their real wage growth as more workers compete for
fewer jobs. Hence, though the governmeal compensates workers — through a refund
of the fees collected to consume carbon-based energy resources — for their increased
encrgy expenditures, total real disposable income falls due to reduced employment.

Families would suffer as the loss in aggregate income
per household exceeds $2700

On a per household basis, the cost of signing the Kyoto Protocol results in an average
real GDP loss in 2010 of $2,728 per housechold.

Real GDP Loss per Household
2010 $2,728
201 $2.08)
2020 $1.87%6
_— i

GLOBAL WARMING: THE HIGM COST OF THE XYOTO PROTOCOL
NATIONAL AND STATE MMPACTS — EXECUTIVE SUMMARY
WEFA, INC., 1008. PACE 4
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Low and moderate income
families would be hardest
hit.

Low and moderate income
families would be
squeezed: higher costs,
lower wages, fewer jobs,

Commodities such as
food, medical care, and
housing would be nearly
10% more expensive by
2020.

The most severaly
impacted industries would
be energy producing
industries, industries that
produce energy-intensive
products, and industries
that depend on export
sales or face strong import
competition.

As the imposition of
carbon limits is not bome
equally by all countries,
U.S. exports would be
relatively more expensive
on world markets.

CER OEOB ROOM 328 262 395 6853 P.18-13

Low and moderate income families would be hurt

Low and moderate income families would be the ultimate loscrs under a carbon limits
regime. Energy use is pervasive: all commercial activities require the use of energy,
and encrgy is 8 necessity for households. Low and moderate income familics spend a
significant share of their income on basic necessitics including eoergy. Raising cnergy
prices would prescat an enonmous hardship to these families. In combinanon with a
weaker cconomy where workers arc competing for less-well-paying jobs, families are
projected to see a large nise in costs and a reduction in income.

The cost of all necessities would rise substantially

Throughout the forccast period, food, medical care, and bousing continue to become
more expensive under the carbon stabilization case. By 2020, food is nearly 9% more
expensive, medical care is roughly 11% higher, and housing is nearly 21% higher than
the base case.

L R
Inflation in the Prices of Food, Medical Care, and Housing:
Percent Difference 7% Carbon Limitation Case and Base Case

5%

2% ¢ 02040

19%% 4
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Every state would suffer output and job losses

The most scveeely affected industries would be encrgy producing industries, industries
that produce energy-intensive products, and industries that depend on cxport sales or
face strong import competition. Because the imposition of the carbon target and permit
system is not borne equally by all countries (the developed cconomies of the OECD
face comparable encrgy price increascs, but the developing countries do not) U.S.
exports are relatively more expensive on the world market As a consequence, real
exports are lowered dramatically, while imports are increased substantially, affecting:

s {he chemicals and paper industries, which are both energy-intensive and already
subject to stiff price competition from new producers in developing countries,

s (he lextile and appare! industries, which have difficulty competing on price due to
higher U.S. labor rates, and

s the computer and elecronic products industries, padticularly from imparts. (it is
worth noting that the trade deficit in this area wouid escalate drmamalically under
the carbon amission limitation case.)

GLOBAL WARMING: THE MGM COST OF THE KYOYO PROTOCOL
NAYIONAL AND STATE IMPACTS ~ EXECUYIVE SUMMARY
WEFA, NC_, 1990, PAGE $
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As a result, all states would suffcr output and job losses that would persist as long as
dcvcloping nations cxcrapt themselves from the similar consgawnts on carbon
emissions.

Real Gross State Product:
Percent Difference from Baseline in 2010
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GLOBAL WARMING: THE HIGH COST OF Tig KYOTO PROTOCOL
NATIONAL ANO STATE IMPACTS - EXECUTIVE SUMMARY
WEFA, INC.. 1994, PACE ¢
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Implementing the Protoco}
would require significant
reductions in energy use.

Any carbon pemit fee
must be high in order to
provide the economic
incentive for dramatic
improvements over a base
case, which already
includes many technology
advances and lower
carbon emission
estimates.

Historically, the only
period that experienced a
rate of energy
improvement similar to the
one needed to meet the
Kyoto target was the late
1870s and sarly 1980s.

Nearly half of that
improvement is
attributable to structural
changes in the economy
{the loss of energy
intensive well-paying
manufacturing jobs to
overseas competiors.)

CER OEOB ROOM 328 202 395 6853 P.12-13

Proponents af ratifying the Kyoto Drotocol offer a rejoinder 1o WEFA s analysis: ()
technology can greatly reduce the cost to the US economy; and 2} sevcral
conceptual mechanisms in the Protocol - such as sinks and international emission
trading - can reduce the economic impact on the US. In response:

The Kyoto Protocol’s Call for Early Action Reduces the
Role Technology Could Play in Mitigating the Risk of
Global Warming

The Administration has argucd that the economic cost estimates from WEFA, the
Energy Information Adainistration, and other independent firms and academics are
overstated. Relying on its own technology assessments, the Administration concludes
that substantial technological progress is available with little or no price incentives.

WEFA, through its on-going assessments of encrgy technology and analysis of the
ageregate performance of the economy in improving cnergy use, comes tw a different
conclusion. Substantial improvements in encrgy-efficiency, particularly in newly
restructured electric power markets, are included in WEFA's bascline. Further
efficiency gains would be increasingly expensive. The extraordinary efficiency gains
required for achjeving the Kyoto target would enly occus in responsc to extraordinary
price incentives.

The carbon fee has to bring about a large reduction in the demand for encrgy services,
major improvements in energy efficiency, as well as impeove the opportunity for
substitution of low carbon and non-carbon cmitting fuels. The required change in
energy efficiency to meet the goal is unprecedented. As shown in the chart, energy use
per dollar of real GDP would need to improve at a rate in excess of 2.0% per year.
Historically, the only period that expenienced a similar rate of energy improvement
was the late 1970s and early 1980s — and nearly half of that improvement is
anributable to structural changes in the economy (the loss of energy intensive well-
paying manufacturing jobs overseas.) Without price incentives, the goal would not be
reached.

S — i ——o—
Compound Annual Growth Rates in the Energy to GOP Ratio
(Quadrillion BTU/Billion 1992%)
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GLOBAL WARMNG: THE taG2 COST OF THE XYOTO PROTOCOL
NATIONAL AND STATE IMPACTS —- EXECUTIVE SUMMARY
WEFA, INC., 1008, PAGE Y
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Measures not included in
WEFA's analysis are
international emis sion
trading, sinks, the
inclusion of an additional
threo gases, and
mechanisms for promoting
technology transfer.

WEFA belioves that 2
better climate strategy
would be to match policy
actions to an evolving
understanding of climate
science.

The developing economies
of the world will not
meaningfully participate in
a greenhouse gas
emission reduction or
limitation program wuntf
techhological altemnatives
exict that provide an equal
or batter opportunity for
econdmic growth than is
offered by fossil fuels.

The principal contributors
to GHG emission growth
are the emerging
econoImes.

Reducing carbon
emissions from
participating industriatized
countries by 5% would not

77 substantially impact global

emissions.

CeER OECB POOM 328 202 395 6853 P.13-13

Trading, Sinks And Other Mechanisms

While the Kyoto Protocol includes provisions that have been touted by its proponents
as a means for alleviating the cost of complying with the Protocol's goals, these
mecasures have not been tested and have been heavily discounted in WEFA's analysis.
These provisions are currently only conceptual or have very uncertain inuplications for
meeting the target. Measures not included in WEFA's analysis are internationa!
emission trading, sinks, the inclusion of an additional three gases, and mechaniswms for
promoting technology Gansfer (Joint Lmplementation and the Clean Development
Fund).

Howcver, these “market based™ mechanisms are undefined in the Protocol and hence
have 1o be negatiated by a large number of UN nations, wany of whom have expressed
open hostility toward such ideas. Further, the Protocol itself indicates these may only
be supplemental to a country's internal programs. And finally, wost are limited in
scope--cmissions wrading, for cxampie, won’t invoive the developing nations--, have no
history i international relations, will be costly and difficult to administer, and may
conflict with existing GATT or other agreements. For these reasons, it is premature at
best to assume costs can be significantly reduced by these measures.

The Kyoto Protocol Is Not the Only Option

As the present study and the work of others make ¢lear, the Kyoto Protocol forces
policymakers o decide whether they are willing to risk the economic well being of
their nation. From both economic and fisk-assessment viewpoints, WEFA believes that
there is a betfter climate strategy. namely to match policy actions to an evolving
understanding of climate science; to increase investments in technology (should it
prove necessary 1o substantially reduce fossil fuel usc); and to gradually retye existing
capital stock.

Fucther support for investing in 8 technologically based solution is evident from the
chant below. L is the developing countries that ase the principal contributors 1o annual
global emission increases. Driven by their expanding economies and their rising
populauons, the less developed economies of the world will emit more emissions than
the industialized cconomies by 2015. The reduction i carbon cmissioas that would
result from the developed cconomies fully mecting their targets under the Kyoto
Protocol would not significantly affect the annual global emissions. The developing
economies of the world will aot weaningfully participate in a grecnhouse gas emission
reduction or limitation program ynsy! there are technological alternatives that provide
equal or bener opportunitics for economic growth than is offered by fossil fuels today.

Global Carbon Emissions from Energy Use (Million Metric Tons)
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