
This article provides an analysis from a European perspec­
tive of the influence ofenvironmental objectives on Ameri­
can energy policy. It describes how environmental
legislation, such as the Clean Air Act, NEPA and the
SurfaceMining Act, constrainsgrowth in the energy sector
by way of cost increases in energy production and use and
interference with, the pursuit of energy security (e.g.,
through constraints on coal extraction and use, nuclear
development and off-shore exploration). At present, despite
the Bush Administration's restrained position on the green­
house effect, environmental objectives appear to have ahigh
priority in the setting of energy policy. Thus, even before
the current Gulf crisis, there was a growing interest in
energy conservation as a policy objective.

L'article analyse, d'un point de vue europeen, !'influence
des objectifs environnementaux sur la politiqueenergttique
amiricaine. nmontre comment les lois environnementales
passfes et recentes (Clean Air Act, NEPA, Surface Mining
Act) contraignent l'evolution du secteur energttique (ex­
traction et mise en oeuvre du charbon, developpement du
nucliaire, exploration des zones off-shore). A l'heure
actuelle, malgre la modiration de l'Administration Bush
vis-a-vis de I'eifet de serre, les objectifs environnementaux
paraissent devenir des crite-res de premier rang de fa
politique energetique, alors qu'auparcwant ils faisaient
plutOt figure de contraintes. Ceci se traduit concrelement
par un interet croissant porte Q. 1a conservation d'energie
avant mime La crise du Golfe.

Dominique Finon is Director of Research at JEPE.

Environmental
Protection: A Priority
for American Energy
Policy

DOMINIQUE FINON

From a European perspective (and particu­
larly in France, where protection of the envi­

ronment has only recently become a major pub­
lic policy objective), the US government appears
to have adopted a significantly tougher stand on
the environment since 1988.

President Bush stated his views clearly and
forcefully when he presented his landmark air
quality bill on June 12, 1989 (Energy Economist,
1989a, p.2):

The wounded winds of north, south, east and
west can be purified and made clean, and the
integrity of nature can be made whole again.
Ours is a rare opportunity to reverse the errors of
this generation in the service of the next. And we
cannot, we must not fail. We must prevail.
The commitment expressed here appears to go

beyond mere rhetoric and is having a significant
impact on the US approach to energy issues. Pro­
tection of the environment is now placed on an
equal footing with energy security, least cost, and
regional equity on the list of energy policy criteria.
"Wecan no longer postpone reconciling the energy
requirements necessary for the standard of living
Americans expect, and our desire for a safe and
healthy environment," Energy Secretary James
Watkins stated in December 1989. 'The National
Energy Strategy will be built on this fundamental
premise" (Petroleum Economist, 1989b).
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This position may seem new. But if we set
aside the current attention given to world cli­
mate change by politicians and the media, the
present stance can be considered a continuation
of a policy trend initiated in 1970. The legislative
and regulatory framework established at that
time was quite strict and it has had a significant
impact on the costs and development of the US
energy industry, even during the period of eco­
nomic crisis and the policy of deliberate inaction
that marked the Reagan years.

The current legislative response to the resur­
gence of environmental awareness echoes the
response of lawmakers to the emergence of the
environmental movement in the early 1970s.
Similarly, the political repercussions of the
Exxon Valdez disaster in March 1989 show some
remarkable parallels with the blowout of the
Union Oil drilling platform off the Santa Barbara
coast in January 1969. Both of these incidents
sparked new environmental legislation that
weakened the position of industry.

What distinguishes the current initiatives is
that environmental protectionnow appears to be
a top priority of energy policy in the complex
interplay of interest groups, whereas previously
it was viewed primarily as a constraint on devel­
opment. Asa result, energy choices are now even
moreconilict-ridden than before, given the diffi­
culty of reconciling such divergent interests. The
situation is further complicated by the Bush
Administration's continuing commitment to
limiting the tax burden and to protecting the
interests of US industry. That explains the cur­
rent position of the Administration in regard to
strengthening the Clean Air Act relative their
position on the original bill. The Bush Adminis­
tration has also sought to ensure that interna­
tional efforts to combat the greenhouse effect do
not adversely affect the US economy over the
next decade, particularly in the form of a tax on
carbon emissions. Nevertheless, although the
Administration's initiatives have been criticized
as too weak by environmentalists, and even by
foreign governments, they are nonetheless real
measures with significant consequences for the
US energy sector.

1. A Strict Legislative Framework

The US energy sector has operated under severe
environmental constraints for two decades. In
response to pressure from the environmental
movement, a series of far-reaching legislative
measures was enacted beginning in the late
1960s (Ringleb, 1986).

The Original Clean Air Act

The first piece of legislation concerned with pro­
tecting air quality was the Air Quality Act,
passed in 1967. As a concession to the energy
industry, it imposed no emission standards,
leaving it up to individual states to set their own
standards according to local conditions and fed­
eral scientific guidelines. While the legislation
was flexible, it referred only to health criteria,
excluding such considerations as cost and tech­
nological feasibility. The same approach charac­
terized the Clean Air Act, enacted in 1970 over
the opposition of the energy industry. This new
act, which was amended in 1974 and 1977, pre­
scribed specific federal emission standards for a
number of pollutants: particulates, SO" ozone,
hydrocarbons, CO, NO, and lead. It severely
limited the options open to the energy industry
and to major energy consumers.

In order to achieve the required emission lev­
els in polluted cities, many coal-fired electric
power plants were forced to switch to low-sul­
phur western coal or to install costly scrubbers.
New plants were required to install the latest
pollution control equipment, although these
technologies were not fully perfected. Coal sales,
meanwhile, were strongly affected by environ­
mental regulations that encourage the use of
natural gas and lower-sulphur fuels in industry
and electric power generation, particularly on
the US east coast. However, the impact of these
measures was partially offset by the high prices
of these fuels and by the Fuel Use Act of 1978,
which was intended to discourage such uses of
hydrocarbons for reasons of energy security.

Another aspect of the Clean Air Act was the
tough restrictions it imposed on motor vehicle
emissions. This led, in the 1970s, to the introduc-
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tion of catalytic converters and to modifications
in engine design. According to US auto-makers,
the end result was an efficiency loss of 15%.

In addition, the regulations designed to pre­
vent "strong deterioration" in relatively unpol­
luted regions, implemented under the Act in
1974, made it difficult to start up new energy
industries in such areas, including mine-mouth
coal-fired electric plants and tar-sand and syn­
thetic fuel projects.

The National Environmental Policy Act

Another legislative milestone was the National
Environmental Policy Act, whichcame into force
in January 1970. It required government agen­
cies to conduct environmental impact studies of
all public and private projects that might affect
the environment. For environmentalists, this
clause proved an effective way to stall or even
bring to a halt several energy projects. It further
fragmented the approval process by allowing
opponents to institute legal action and by forcing
the governmentagencies involved to specifically
consideralternatives to their plans. Pipeline con­
struction, the building of new nuclear and con­
ventional thermal plants, and thesaleofoffshore
concessions were all adversely affected by this
act.

Other Regulations

The Surface Mining Act, which regulated open­
pit mining operations, was passed with some
difficulty in 1977.' It, too, restricted the use of
coal as an alternative to foreign oil. It is true that
environmentalists did not get everything they
wanted from the Act, since they had sought an
outright ban on this type of operation in large
parts of the country. Nevertheless, the Act did
impose a stringent authorization procedure on
the energy industries, and it required them not
to contribute to water pollution and to restore
sites to their original conditions once operations
had ceased. For the coal industry this solution
proved a costly compromise. The Act's onerous
requirements spelled the end for a number of
new factories and synthetic fuel projects.
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During the 1970s, the complex authorization
process for new nuclear reactors, stringent regu­
lations and the unpredictability of regulatory
changes made it increasingly difficult to plan
projects and virtually impossible to control cap­
ital costs. In the end, faced with mounting finan­
cial risks, electric utilities became disenchanted
with further investment in nuclear power. The
fact that all orders placed after 1972 were even­
tually cancelled is eloquent proof.

Impact of the Legislation

This body of regulations and legislation had a
definite positive impact on health protection.
Emissions of SO, by coal-fired plants, for exam­
ple, fell by about 10% between 1980 and 1987,
even though consumption increased by 23%
over the same period (National Coal, 1988). But
another consequence was a noticeable change in
the competitive environment within and among
the energy industries. Development of coal and
electricity production was particularly affected.'
According to estimates by the Electrical Power
Research Institute (EPRI), the regulations were
responsible for about 40% of the increase in the
average cost ofelectricitygeneration, which rose
from 4 cents/kWh in 1970 to 6.2 cents/kWh by
1984 (1984 US dollars) (Peck, 1989).

Another effect of these regulations was to
close off certain energy policy options, such as
nuclear energy and synthetic fuels. Efforts to
reduce dependency on foreign energy and oil
were undermined as a result. However, the leg­
islation did serve to reinforce the legitimacy of
the energy conservation policies introduced be­
tween 1973 and 1981. This convergence of policy
was sometimes indirect, when the critical lack of
investment in electricity generation, due in large
measure to environmental regulation, ultimately

1/ The full title of the Act is the Surface Mining Control
and Reclamation Act of 1977.

2/ Note that there are legislative measures in other areas,
not discussed here, that have also imposed strong
restrictions on the energy industries, notably the Qean
Water Act, which was passed in 1972 and toughened in
1977.



forced public utilities to develop ways to sell
electricity conservation services.

During the Reagan years, a time when the
Administration listened carefully to the views of
industry on environmental issues, there was a
push for "smaller government." The actions of
the Environmental Protection Agency (EPA), set
up in 1970 to implement environmentallegisla­
tion, came under severe criticism. Glaring exam­
ples of mismanagement in certain programs,
such as the federal "superfund" for cleaning up
industrial waste dump sites, provided ample
ammunition for free-market forces. The EPA
was reorganized and became much less aggres­
sive. Despite constant lobbying from environ­
mentalists and their congressional allies, no new
environmental legislation was passed. An initial
attemptto reform the Clean Air Act in 1987 came
to naught. Inconclusive scientific evidence was
cited, as decisions on new problems (acid rain)
were expreSSly put off in order to save public
money.

Nevertheless, even after 1980, the regulatory
and legislative apparatus remained restrictive.
The Reagan Administration did not succeed in
easing environmental regulations as it originally
intended to do, particularly in order to help coal
producers. Nor was it able, in the course of its
eight-year mandate, to Simplify nuclear regula­
tion to any real extent. In the offshore oil indus­
try, environmental groups succeeded in hob­
bling the policy of auctioning permits, the cen­
trepiece of the Reagan Administration's oil pol­
icy. The Original target was to open two-thirds of
the continental shelf to exploration between 1982
and 1987, but by 1988 only 20% had been opened
up.

During this period, the Congress acted as a
counterweight to the Administration. It was
quicker to react to the re-emergence of environ­
mental awareness during President Reagan's
second term. The Office of Technology Assess­
ment (OTA),an arm of the Congress, persistently
criticized the EPA. In 1987, the EPA came under
withering fire from the OTA for its inaction on
the acid rain issue (Regens, 1988). No fewer than
15 bills on the subject were tabled by various
members of Congress between 1987 and 1989

(Energy, 1989b, p.6). When the ambitious syn­
thetic fuel project that began in 1980 was halted
in 1985, the Congress put aside $400 million that
it earmarked for the development of clean uses
of coal. The Clean Coal Project expanded
quickly. From the nine projects on various tech­
nologies originally sponsored, the program was
expanded in 1987 and 1990 with two waves of 13
new projects. Since 1985, some $2.3 billion has
been spent.

2. Tightening the Restrictions: the
New Clean Air Act

The reawakening of the environmental move­
ment since 1986 has forced politicians to adapt.
The trend began in 1985, with growing public
awareness of, first, urban ozone concentration,
and then international and global problems: acid
rain, the hole in the ozone layer and, more re­
cently, global warming. Specific problems such
as forest destructionand two successive summer
droughts helped trigger this resurgence, even
though the issues had been identified in the
1970s. The example of European countries (Ger­
many, Scandinavia) and pressure from Canada
likely contributed to this growing awareness.
Based on these concerns the media turned ecol­
ogy into one of the major issues of the 1988
presidential campaign. Candidates were obliged
to portray themselves as "friends" of the envi­
ronment.

The initiatives taken by the Bush Administra­
tion in this area since January 1989 have con­
trasted sharply with its reluctance to intervene
on energy issues. In July 1989, it sent Congress a
bill aimed at reinforcing the Clean Air Act of
1970, many of the specific targets of which had
not been achieved. Because both Congress and
the executive branch are eager to see progress on
environmental protection, this bill, which
passed the Senate in April 1990, is expected to
clear the House of Representatives by fall, after
the usual back-room compromises. The main
obstacles to its passage - the reservations of the
businesscommunity and the diversity ofcircum­
stances and regional interests - have been over­
come by consensus and a strong mobilization of
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public opinion on the issue. In addition, industry
representatives no longer automatically oppose
measures of this kind, hoping that the new bill
will partially defuse the polarization of public
opinion on the environment and the greenhouse
effect.

Consensus was only achieved after a long and
difficult struggle. The electric industry, coal pro­
ducers in the US Midwest, the oil indUStry, auto­
mobile manufacturers and the chemical industry
all did their best to minimize the future effects of
the legislation in their particular spheresof inter­
est. Despite lobbying from environmentalists
and their political allies (such as Senator Wirth
and Representatives H. Waxman and C. Sehnei­
der, who were calling for very restrictive mea­
sures), the Bush Administration succeeded in
securing the passage of relatively flexible regu­
lations more acceptable to industry representa­
tives. These measures were largely inspired by
the work of economists inclined towards free­
market solutions.

The PrlYVisions of the New Clean Air Act

The basic thrust of the legislation is to rely on
market mechanisms to let industries in a given
area decide, in the most efficient way, the maxi­
mum amount of pollution allowable in that area
on the basis of overall pollution limits, thereby
minimiZing the cost to the community of reduc­
ing pollution.'

This approach, which contrasts sharply with
the blanket regulatoryapproach, ineffectdefines
an "atmospheric bubble" above a given urban
area. The overall levels of each type of emission
are frozen at 1985-1987 levels. In return, each
finn receives a "right" to emit effluents accord­
ing to its current share of pollution. Ifa new firm
wants to start up or an existing firm wants to
exceed its share in order to expand, it must pur­
chase the additional rights it needs from firms
that have already succeeded in reducing their
pollution emissions.

It is hoped that this system will prove more
effective than restrictive regulations in fostering
the development of new pollution control tech­
niques. It also allows pollution reduction
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through across-the-board cuts in general emis­
sion authorizations by area. Another possibility
is the encouragementof shifts of industrial activ­
ity to relatively unpolluted areas when the local
"bubbles" are aggregated at the national level.
Thus it makes possible a steady, gradual reduc­
tion in overall pollution levels.

The new Clear Air Act addresses three main
problems, two of which - acid rain and urban
air pollution - concern energy. It covers emis­
sions of toxic substances by the chemical and
petrochemical industries. It proposes reducing
emissions by coupling the mechanism described
above with conventional regulatory measures
(Berkman, 1989, pp.17-18; Energy Economist,
1989a, pp.2-4; Energy Economist, 198%, pp.7-12).
The Bush Administration has refused to institute
a uniform tax system based on emission levels,
arguing that it offers little incentive below a cer­
tain threshold and is economically counterpro­
ductive above this threshold. Such a system was
proposed in several acid rain bills tabled in 1989;
the proceeds from the tax (e.g. 0.5 mills per kWh
for 502) would have been used to subsidize in­
vestment in emission reductions.4 For similar
reasons, the Administration declined another
possible course of action: requiring that all
plants, even the least polluting, be equipped
with identical environmental protection features
(forexample, scrubbers in electric power plants).

Acid Rain Reduction

The stated target is to reduce S02emissions from
20 million tonnes in 1980 to 10 million tonnes by
the year 2000, with 90% of this reduction to be
achieved by electric utilities and 10% by other
major fossil-fuel consumers. Similarly, nitrogen
oxide emissions are to be reduced by 2 million

3/ See Macaulay and Yandle (1977). The Bush
Administration proposals were strongly influenced by
Harvard University's 1988 project called "Harnessing
Market Forces to Protect Our Environment:' which
studied the application of free-market principles to the task
of minimizing the environmental impact of energy policy.

4/ In 1989 electric power utilities were prepared to accept
such a tax. See Energy (1989a), p.lS.



tonnes by the year 2000. In the first phaseof these
reductions, by 1995 plants with installed capac­
ity above 100 MW must not emit more than
2.5lbs of so., per million BTUs consumed (40 kg
per tonne of oil equivalent (toe)), applying this
rate to average consumption from 1985 to 1987.
Emission rights will be transferable among
plants belonging to a single firm and among
firms operating in the same state. In the second
phase, beginning in 2000, rights for all plants
rated at more than 75 MW will be sharply re­
duced to a limit of 1.2 lb/million BTUs
(19.2 kg/toe). Plants whose emissions are below
this level will be allowed to increase their output
accordingly.

To facilitate pollution reduction in the most
heavily affected areas, electric utilities wishing
to build plants in less-polluted areas will have to
purchase pollution permits from firms closing
plants or reducing their output elsewhere. In
addition, firms that retrofit their plants with
clean-coal technologies will be allowed to in­
crease their output and will be granted an exten­
sion to the 2000 deadline.

The Act will have a direct impact on the use of
high-sulphur Appalachian coal. According to
the electric power industry, the legislation will
cost them $5.5 billion a year in additional expen­
ditures, which will lead to rate increases varying
widely by state: 10.8-17.3% in six states, 5% and
more in about 15 others. According to a study by
Data Resources Inc. (DRI), 217 of the existing 800
coal-fired plants would be converted to clean­
coal technologies, 133 would be equipped with
scrubbers and 450 would switch to lower-sul­
phur western coal.' Electric utilities have com­
plained that firms with cleaner units would be
penalized along with the others. They argue that
the deadlines should be made more flexible in
order to make allowances for the specificcircum­
stances of each firm and to make it easier to
choose among the various clean-coal technolo­
gies, which now are only at the demonstration
stage. They have also decided not to sell their
emission rights, so as to leave themselves future
manoeuvring room. It should also be noted that
potential entrants to the electric power industry
will be granted some emission rights.

Urban Pollution Reduction

The target is to cut emissions across the board in
order to reduce ozone concentrations. Ozone
pollution is known to present significant health
hazards (respiratory disease, immune deficien­
cies). It is caused by a chemical reaction involv­
ing a number of pollutants, most of them stem­
ming from the use of fossil fuels (NO" volatile
organic compounds produced by the combus­
tion of motor fuels, evaporation from hydrocar­
bon storage tanks) (EPA, 1987). The Act dis­
tinguishes two types of zones and sets new reg­
ulatory ceilings for each type of emission in each
type ofzone. It specifies threedifferentdeadlines
(1995,2000 and 2010), depending on the severity
of the pollution situation in the zone in question.
The legislation is aimed primarily at motor vehi­
cles, which are the major source of organic com­
pound emissions.

As a concession to automobile manufacturers,
the Act does not impose radical reductions in the
average unit gasoline consumption of new vehi­
cles. It calls only for a reduction from the present
9 1/100 km (26 miles per US gallon) to
8.51/100 km (27.5 miles per US gallon) by 1997.
Still, reducing gasoline consumption in order to
control urban pollution represents an environ­
mental objective that dovetails with concerns
about global warming and energy security. It
should be noted, however, that the Act specifies
a 22% reduction in hydrocarbon emissions and a
60% reduction in NO, emissions for 40% of new
vehicles by 1993. The percentage of vehicles cov­
ered will rise to 100% by 1995.

The centrepiece of the Act as far as urban
pollution is concerned is the "Clean Fuel Pro­
gram," designed to encourage the development
of motors powered by methanol, ethanol, natu­
ral gas and propane, and of technologies for
producing these two alcohol fuels. The Act stip­
ulates that, in the nine most heavily polluted
urban centres, a mandatory proportion of new
vehicles will have to operate on one of these
fuels, on "reformulated" gasoline or on electric-

5/ Study by DRI/McGraw-Hill Electricity Service, cited in
Petroleum Economist (1989a), p.257.
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ity.6 These cities will be able to circumvent this
requirement only if they can achieve the same
reductions by othermeans. Itwill be compulsory
for non-electric urban mass transit systems to
convert gradually to these fuels. Overall, the
Clean Fuel Program should result in the annual
production of 500,000 "c1ean" vehicles by 1995
and 1 million by 1997 00% of annual sales). Fif­
teen years from now, there should some 10 mil­
lion "c1ean-fuel" vehicles on the road.' Califor­
nia, which already has its own emission control
program, is encouraged to continue along the
same lines.

The programhasbeen endorsed by the natural
gas indUStry, which sees in it new market oppor­
tunities, both for supplying vehicle fuel and for
providing raw materials for methanol produc­
ers. The oil industry argued successfully against
an overly rigid program for introducing metha­
nol-powered vehicles, pointing out the higher
cost of these motors and the high price tag of
setting up a distribution network for the fuel. It
also questioned the predicted environmental
benefits from the use of methanol compared
with improved versions of standard motor fuels
(reformulated gasoline) (Energy, 1989a).ln addi­
tion, the automobile industry argued that the
new motors could not be developed within the
specified deadlinesand that customers would be
reluctant to purchase the new vehicles.

In any event, the current high level of public
concern about environmental issues is prompt­
ing a tightening of an already quite restrictive
body of legislation. This will have a majorimpact
on US energy supply. There seems little doubt
that energy and energy use will become more
costly, given the need to develop new technolo­
gies, to modify some plants, to retire other plants
and build new ones to replace them, and to
develop and distribute new products. Estimates
of the burden of the new Clean Air Act run from
$19 billion to $30 billion a year between now and
the year 2000, and part of this cost will be borne
directly or indirectly by the energy industry and
its customers.

However, this environmental legislation will
not affect all energy industries to the same ex­
tent. Itwill certainly limit the market for coal and
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will prompt a further shift towards the use of
low-sulphur western US coal. Itwill also encour­
age the use of both domestic and imported nat­
ural gas by electric power plants and for trans­
portation, although electric utilities plan to equip
their coal-fired stations with scrubbers as a first
step (Petroleum Intelligeru:e Weekly (990), pAl.
Through its effect on prices, the new legislation
mayalso promote renewed energyconservation.

3. The Ongoing Battle Over Criteria

Apart from the Clean Air Act, which reinforces
existing constraints on energy policy, the resur­
gence of public environmental awareness in the
political process has moved environmental is­
sues to the head of the list of priorities. This new
priority inevitably comes into conflict with the
criteria that have shaped energy policy in the
past (availability, national security, least cost) in
the interplay of special interests. This clash of
priorities has, for instance, affected the opening
ofoffshore zones to oil exploration and the ques­
tion of limiting C02 emissions.

Security ofOil Supply Relegated to Second Place

Events have not worked in favour of the Bush
Administration. In the aftermath of five succes­
sive oil spills (including, of course, the Exxon
Valdez disaster in Alaska on March 24, 1989­
an ecological catastrophe of unprecedented pro­
portions), public opinion has forced the ad­
minstration to compromise its efforts to stem the
decline in US oil production in the medium term.
President Bush had to accept Congress's deci­
sion to suspend the sale of offshore exploration
permits and to shelve indefinitely plans to open
the Arctic National Wildlife Refuge in Alaska to

6/ The follov.ring urban centres are involved: Los Angeles,
Houston, New York, Milwaukee, Baltimore, Philadelphia,
Greater Connecticut, San Diego and Chicago.

7/ The number of cars in service in 1987 included
114 million passenger cars, 28 million small trucks, 600,000
buses and 12 million trucks. Only 3O,0Cl0 vehicles were
powered by natural gas. Source: IEPE data base, derived
from US Department of Transportation (1989).



oil prospecting!
The Bush Administration has been forced to

watch helplessly as the public backlash over
these accidents, which were caused by the ship­
ment of oil by sea, has curtailed offshore drilling
operations, with the result that more oil will have
to be imported and more oil tankers will have to
ply the seas.' It is difficult to predict when and
under what conditions these moratoriums will
be lifted. However, it is possible to estimate the
oil production foregone as long as the present
deadlock continues: at least 2 million bar­
rels/day over the 2000-2005 period, including
0.8 million from the California continental shelf
and 1.2 million from Alaska.

The end result of this debate is that preserva­
tion of the environment has taken precedence
over energy security without the politicians and
the American public necessarily appreciating the
true implications of this choice. Will this attitude
survive the eventual recovery of the interna­
tional oil market? There is little doubt that envi­
ronmental concerns will lose some of their ap­
peal in a tight oil market; one need oniy look for
proof to the 1970s, when nuclear power and
offshore exploration were subjects of some con­
troversy.

The answer of conservationists is that a major
energy conservation campaign would reconcile
these two imperatives. A drop in automobile
unit consumption standards from 91/100 km to
7.31/100 km would have the same effect as de­
veloping the oilfields mentioned above.1O Given
the conflicts of interest and wasteful energy hab­
its that have become ingrained over previous
decades, is it really likely that the complex US
decision-making process is capable of this level
of policy coherence?

Fighting the Greenhouse Effect: Should It Take
Precedence?

The conflict over objectives may prove to be
particularly acute in the case of the greenhouse
effect. International awareness of this issue
emerged mainly in the United States in late
1987." The Reagan Administration took an ac­
tive part in international political and scientific

discussionson this issue, notablyat theJune 1988
Toronto Conference. On this occasion, 300 inter­
nationally known political and scientific figures
called on the industrialized nations to reduce
their COz emissions by 20% by the year 2005,
followed by a further 50% reduction to head off
any further deterioration in the world climate.
The US is considered to be responsible for 28 to
30% of current emissions.

Since 1988, the EPA, the US Department of
Energy (OOE) and the State Department have
been studying possible US responses on this
issue. Some major reports have already been
released (EPA, 1988 and 1989), and proposals are
slated to be presented to Congress in 1991. One
proposal may be for a sliding tax on gasoline and
other fuels based on their carbon content. To be
effective and to encourage substitution, this tax
would have to be substantial, with the result that
costs will rise Significantly. Ina recent study, the
International Energy Agency showed that a slid­
ing tax system set at $50/t for coal, $8/t for oil
and $l/Mbtu for natural gas would limit in­
creases in C02 emissions to 13% instead of the
anticipated 25% between now and 2025 (lEA,
1990).

However, the Bush Administration hasshown
littleenthusiasm for a fiscal approach, concerned
that fighting C02 emissions in this way would
prove too costly for the US economy, since fuel
prices could rise by 50 to 100%. This reluctance
explains why, despite the mobilization of public

8/ This suspension became effective when Congress
decided not to approve funds requested by the
Department of the Interior for financing the process of
selling exploration permits at auction.

9/ According to W. Henson Moore (1990), ''This is neither
sound energy policy nor sound environmental policy since
less offshore production vvill actually increase US oil
imports, tanker traffic, and hence the risk of more spills
and the very environmental damage people seek to
prevent."

10/ See (Finan and Perrin, 1990), the first paper in this
issue of ESR, p.79 above..

11/ The process began in 1987 with the Global Climate
Protection Act of 1987.
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opinion, none of the bills on this issue proposed
by federal legislators has yet been examined by
Congress."

In international discussions, suchas the Wash­
ington conference of April 1990, the position of
the US government has lagged behind certain
European countries. Alleging scientific uncer­
taintyabout whether the world's climate is really
changing, the US has proposed a program of
observation and climate modelling, called "Mis­
sion for Planet Earth," that would be extremely
expensive - $50 billion over 25 years.

The only policy proposed by the Bush Admin­
istration is based on the principle of "no regret."
As long as formal proof of global warming is
lacking, there is no reason to adopt the extrava­
gantly expensive measures advocated by some
observers in the US and abroad. On the other
hand, policies that respond to other objectives,
as well as reducing CO, emissions, can be ap­
plied more broadly. Essentially, this means giv­
ing a new impetus to energy conservation and
renewable energy development efforts.

Accordingly, even before the National Energy
Strategy had been completely formulated, a se­
ries of measures with a price tag of $330 million
was undertaken in the spring of 1990 on issues
that would be priorities under the new policy.
These measures were defended by Deputy En­
ergy Secretary W. Henson Moore (Petroleum
Economist, 1990) as follows:

Abundant testimony at our public hearings on
the Strategy has documented the substantial po­
tential of efficiency and renewables in our
nation's future energy mix. Using energy more
efficiently under these initiatives will also avoid
damage to the environment by an estimated
800 Mt of carbon dioxide, 2.3 Mt of sulphur ox­
ides and 2.1 Mt of nitrogen oxides annually.
The Bush Administration's go-slow approach

to the greenhouse effect has thus had the para­
doxical effect of aligning measures inspired by
environmental concerns with energy policy ob­
jectives and criteria. It is doubtful, however,
whether this will lead to any solution other than
rationalizing energy consumption. It seems un­
likely that electric utilities will undertake new
investments in nuclear power as long as the reg-
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ulatory process remains uncertain and no agree­
ment is forthcoming on a nuclear waste storage
site.

One thing is clear from this historical retro­
spective: protection of the environment has in­
deed emerged from the interplay of conflicting
social and political interests as a primary objec­
tive of US energy policy. It appears to have pre­
vailed over the criteria of energy security and
least-costavailability. The goal ofenvironmental
protection has significantly hampered the ex­
pansion of domestic production capacity and
contributed to higher prices. Its legitimacy as a
social objective has finally made the US public
ready to accept the need to use energy more
efficiently. The time when energy producersand
auto-makers could easily play upon the compla­
cency of the American consumer about energy
issues, a legacy from the era of abundance, now
appears to be over. The imperative of environ­
mental concern appears to be reshaping the pat­
tern of interests and values and bringing about a
reconciliation of old and new energy policy cri­
teria under the banner of energy conservation.

However, the process of change is far from
over. For example, the public does not yet seem
prepared to accept an additional tax of
50 cents!gallon or more on gasoline. Similarly,
the actions of the Bush Administration, which
often appear rather timid and overly deferential
to special interests, have come under severe erit­
icism. From the European perspective, however,
environmental protection appears to have be­
come a major factor in US energy policy deci­
sions, as it is in the countries that are most ad­
vanced on this score.

12/ Refer, in particular, to the bill tabled in July 1988 by
Senator Wirth following the Toronto conference. Its aim
was to cut CO2 emissions by 20% by the year 2000 through
the promotion of renewable energy, energy conservation in
the residential and service sectors, the expanded use of
natural gas for electricity generation, and transportation
pooling. See Strategic Planning and Energy Management
(1988), pp.27-30. The bill tabled by representative Oaudine
Schneider in 1989, moreover, called for a system of taxes or
rebates on automobiles based on their fuel consumption.
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