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“ ...cap-and-trade and cap-
and-dividend legislation has  
produced splits within the 
business community. ”
 

They point to a United Nations report set to be released this 
summer, but leaked to The Economist in February, which shows 
that if 3,000 of the world's biggest companies were forced to pay 
for the damages they cause to the environment, it would cost 
those companies $2.2 trillion, or approximately one-third of 
their profits. 
 
That has made getting a handle on toxic emissions such as 
carbon dioxide, methane and nitrous oxide through legislation 
a sensitive task.  
 
Still, two bills proposed within the past year have received a 
great deal of attention.  
 
Last May, Rep. Henry Waxman (D-CA) and Rep. Ed Markey 
(D-MA) introduced the American Clean Energy and Security 
(ACES) Act, better known as the 'cap-and-trade' bill. The bill 
creates a permit system for carbon dioxide emissions. Under 
this plan, a limited number of permits would be issued, and 
those permits would be bought and sold on the free market. 
Supporters say that by putting a cap on climate change 
pollutants and forcing businesses to pay for those pollutants, the 
bill would reduce carbon emissions recorded in 2005 by three 
percent in 2012, 20 per cent in 2020, 42 per cent in 2030, and 83 
per cent in 2050.  
 
Last December, Sen. Maria Cantwell (D-WA) and Sen. Susan 
Collins (R-ME) introduced the Carbon Limits and Energy for 
America's Renewal (CLEAR) Act, better known as 'cap-and-
dividend' bill. Like the cap-and-trade bill, this bill aims to reduce 
carbon emissions recorded in 2005 by 83 per cent in 2050. But it 
does so by using a different tactic.  
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In the business world, many  
perspectives emerge on carbon 
emissions legislation.
 
If you want a better understanding of the carbon emissions 
debate currently being waged in Washington, D.C., you would 
be well served to visit the former ASARCO site in Ruston. 
For 83 years, ASARCO represented everything that was good 
for Ruston, nearby Tacoma and Pierce County: hundreds of 
family-wage jobs; millions in tax revenue; even the site itself 
was somewhat scenic -- situated on a hillside overlooking 
shimmering Commencement Bay and offering a portrait-per-
fect view of Mt. Rainier, it was easy to look beyond smokestacks 
that polluted the air. 
 
Indeed, there was a strong economic argument for keeping 
ASARCO here. Decades later, however, someone was left 
holding a large bill to clean up the site. The price for allowing 
ASARCO to operate had not been accounted for. 
 
According to the United States Environmental Protection 
Agency (EPA), approximately 15 million tons of toxic slag were 
used as fill material; in one example, slag was dumped into 
Commencement Bay in order to extend the facility's shoreline. 
In 2006, an agreement was reached between the federal 
government, ASARCO and a developer for clean-up costs 
estimated to reach $28 million. 
 
Stories like ASARCO's are being played out in mines and mills 
across the country. Many argue businesses with large carbon 
footprints operate without accounting for the long-term costs 
associated with pollution tied to their lines of work.
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Instead of purchasing permits on the free market, businesses such 
as oil companies and coal manufacturers would buy permits from 
the federal government at auction. The money raised would be 
returned to Americans in dividends that could be used to offset 
rising energy prices anticipated after businesses pass the cost of 
purchasing permits along to consumers. 
 
According to Jim Lazar, a consulting economist and senior advisor 
at the Regulatory Assistance Project, it's not the first time climate 
regulation bills have been introduced in Washington, D.C.  
 
But this time it's different. "President Barack Obama campaigned 
on a platform that included regulating greenhouse gases," he notes. 
"It should come as no surprise that legislation is being pursued." 
 
Lazar has given presentations on cap-and-trade and cap-and-
dividend to a variety of environmental and business groups, 
including the Olympia Economics Club in January. He has 
observed that cap-and-trade and cap-and-dividend legislation has 
produced splits within the business community. "To the extent that 
businesses are aware of their self-interest, they are following these 
bills," he says.  
 
One factor for division is regionalism. 
 
In Washington State, says Lazar, cap-and-dividend is an easy sell 
because the state is powered overwhelmingly by hydroelectricity. 
It's a different story in places like Missouri, North Dakota and 
Georgia, where coal dominates. "There's an undercurrent [to the 
CLEAR Act] that's important," he explains. "Because Washington 
state is mostly hydroelectric and the rest of the country is mostly 
coal, our dividends would be greater than our costs. This is very 
favorable for the state Sen. Cantwell represents." 
 
As an example, he compares a paper mill in Grays Harbor, 
Wash. to a paper mill in Augusta, Ga. "Northwest paper mills 
are enthusiastic about cap-and-dividend, for example, because 
it will give them a competitive advantage," he says. In Lazar's 
example, the paper mill in Grays Harbor gets its power from 
hydroelectricity; greenhouse gas emissions aren't a factor. The 
paper mill in Augusta, however, is powered by coal and will need 
to pay for permits.  

Still, the U.S. Climate Action Plan -- a lobbying group backed by 
business heavyweights such as DuPont, Ford Motor Company, 
Shell, Chrysler and Johnson & Johnson -- has introduced a 
"Blueprint for Legislative Action" that is closely aligned with the 
cap-and-trade bill.  
 
They like the free-market-less-government-regulation aspect of 
the bill. But Janeen Heath, Sen. Cantwell's Deputy Press Secretary, 
argues businesses are also lining up behind the cap-and-dividend 
bill. "In general, businesses have told us that they are particularly 
interested in the CLEAR Act because it establishes straightforward 
rules of the road with which they can plan, invest and run their 
business," says Heath. "In doing so, the CLEAR Act refrains 
from picking winners and losers and instead provides the right 
incentives for a smooth transition to our clean energy future." 
 
Grant A. Nelson, Government Affairs Director at the Association 
of Washington Business in Olympia, says his group is still studying 
the issue. "Individual members may have taken positions on the 
proposed federal bills, but I am unable to articulate at this present 
time what those specific positions may be with respect to the bills 
as a whole, or individual components. 
 
"Our position on any state or federal cap-and-trade or cap-and-
dividend legislation will be dependent on how those proposals 
align with our principles," adds Nelson.  
 
He says those  principles involve energy costs, availability and 
reliability; competitiveness with other states and nations; not 
penalizing businesses who have made significant reductions in 
greenhouse gas emissions already; ensuring a level playing field 
within and outside of industry sectors; and emission allocations 
and auctions. 
 
What's next for these pieces of legislation? Last summer, the House 
approved a cap-and-trade bill. It still needs the Senate's approval. 
The cap-and-dividend bill was only introduced in December. It is 
still working its way through the Senate. T




