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Abstract

Climate change-related legislation and regulation have the potential to impose substantial burdens on the lime industry in the United States and elsewhere.  Over the last fifteen years, the U.S. government has taken several positions on the issue, with the first President Bush’s administration signing the 1992 United Nations Framework Convention on Climate Change, but with the U.S. Senate, and later the second Bush Administration, rejecting U.S. participation in the Kyoto Protocol.  Nevertheless, actions have been taken by the federal government relating to climate change, both through legislation and regulation, and further initiatives have been proposed and considered.  In addition, state governments have also taken steps to respond to concerns about climate change.  Both the federal and state actions have already had effects on the U.S. lime industry, and the industry has been active in working with government entities to ensure that legislation and regulations will take into the fact that the industry’s process emissions are irreducible. 
This presentation and paper will survey the development of climate change legislation and regulation in the United States, focusing on federal action but also covering the most significant state action.  Past and anticipated impacts on the lime industry will be discussed, and planned industry efforts to work with legislators and regulators will be described.

Media and Public Perception
In the last year, news media in the United States have published numerous stories about climate change, with most promoting the idea that climate change is a serious problem caused in large part by human activities.  The reports have found a number of powerful images to underline these ideas.  There have been many articles that have repeated reports that global warming is endangering the habitat of polar bears, and photographs have been printed of emaciated bears far from their normal habitats.  These images appeal to sentiment, and can be more effective in changing public opinion than any charts or graphs. Perhaps even more appealing than polar bears are penguins—the press has also identified them as potential victims of global warming.  Penguins were featured in a recent successful film, and this raised awareness also contributes to changes in public opinion.

There have also been numerous articles about the impact of climate change on Inuits and other native peoples, and about effects of climate change on polar ice and glaciers.  Such articles also have contained powerful images that can shape public opinion in ways that numerical data and policy arguments cannot.
The April 3, 2006, issue of Time Magazine featured a Special Report on global warming, headlined “Be Worried.  Be Very Worried.”  The cover photo features a polar bear.  Inside the magazine, the articles make it clear that the editors have accepted the argument that climate change is occurring, that it is serious, that human activities are contributing to warming, and that action must be taken.  Time Magazine is an influential publication, and even those Americans who don’t read it have seen this cover on display in the supermarket.  Recent newspaper headlines on climate change have included:
· “Congress Begins to Feel Heat from Global Warming Danger”

· “Scientists Focus on Warming Disasters”

· “Penguins Breeding Later Due to Warming”

· “Global Warming Unstoppable, Scientists Say”

These headlines represent the dominant flavor of recent media coverage.  While there have been some articles questioning these concepts, they are definitely in the minority.

The Time Magazine cover also refers to the concept of a “tipping point.”  This is the idea that global climate change may soon reach a point of no return, damaging the environment in ways that cannot be repaired, or that will persist for many years.  Proponents of greenhouse gas emission controls have recently seized upon this idea to promote their agenda.  This idea has spread through the media, and is beginning to appear in Congressional hearings and statements.  It is a simple idea that the public can readily grasp, and it supports calls for prompt action

Whether such a tipping point is imminent or not, there are signs that a “tipping point” in the public perception of climate change may have been reached.  A recent poll found that 71% of U.S. citizens believe that global warming real, that 53% believe that it is caused more by human activity than by natural cycles, and that 70% believe the effects of warming can be reduced.  A majority of Americans expressed a willingness to take personal actions to reduce greenhouse gas emissions, such as recycling, driving less, taking mass transit, and buying energy-efficient cars and appliances.
There are several social forces that have pushed public opinion in this direction.  There has long been a vocal “green” community of environmentalists in the United States, and they have made climate change a priority issue.  But an important new development was the recent release of a statement signed by 85 Evangelical Christian leaders in which they assert that global climate change is real, that its consequences will be dire (especially to the poor), and that immediate action is necessary.  Among the signatories is Rick Warren, best-selling author of The Purpose-Driven Life, and a highly influential figure among new evangelicals.  This group broke ranks with evangelicals more closely allied with Republican leaders.  Evangelical pastors are an important group of opinion leaders in the United States.  Also, several large corporations have begun to promote their own activities to address climate change, and this also helps form public opinion.

This movement of public opinion will have a vital impact on future governmental activities.
Executive Branch Actions
The Administration Position

The shift in public opinion has not, so far, resulted in a major change in the position of the Bush Administration on global climate.  However, there have been a number of modest changes, and a number of executive branch programs, that have demonstrated more engagement with the issue.
The Bush administration opposed ratification of the Kyoto Protocol, and has emphasized voluntary measures and technology development over mandatory measures.  Administration representatives have stressed the scientific uncertainties surrounding climate change, and have allegedly discouraged government scientists from speaking out in favor of emission controls.

Nevertheless, recent Administration statements have reflected a change in perception.  For example, a July 2005 White House fact sheet reads, in part:

Climate change is a serious long-term issue, requiring sustained action over many generations by both developed and developing countries. Developing and deploying innovative technologies that are cleaner and more efficient are the keys to addressing our climate challenge.
Another recent statement reads:

We know the surface of the Earth is warmer and an increase in greenhouse gases caused by human activity is contributing to the problem.
Thus, the Bush the Administration is not presently denying that global climate change is real and that human activity is contributing to it.  It is not prepared, however, to support mandatory emissions limitations, because of the effect they would have on the U.S. economy.  The statement quoted above goes on to say:
We oppose any policy that would achieve reductions by putting Americans out of work or by simply shifting emissions from one country to another. 
As explained below, the Administration has taken several actions that reflect its current policy.

International Alliances

The Administration has stated its intention to enter into international agreements to address climate concerns, along with other issues.  The first example of such an agreement is the Asia-Pacific Partnership for Clean Development and Climate, which includes the U.S, Japan, China, India, Australia, and South Korea.  The group met in Sydney in January, and discussed barriers to clean energy with mining and energy industry leaders.  The partnership will promote clean coal and renewable energy, and will focus on improving energy efficiency, as opposed to mandatory cuts.  The partnership assumes significant private sector involvement:  As U.S. Secretary of Energy Sam Bodman said:
We will expect to challenge the private sector to do more, challenge the private sector to take advantage of opportunities that have been available to them because this matter of greenhouse gas control is one that we all share.
More multilateral and bilateral agreements are under consideration.

Voluntary Programs

President Bush has stated a goal for the United States to reduce its greenhouse gas intensity by 18% by 2012 compared to 2002.  (Greenhouse gas intensity is the ratio of emissions to economic output.)  There are several programs designed to assist in meeting this goal.
The Department of Energy administers a voluntary reporting program—known as 1605(b)—in which greenhouse gas emitters can report emissions and emissions reductions.  This creates a record which may eventually be used in a trading or other mandatory system.

Climate Leaders is a voluntary program run through the Environmental Protection Agency, in which companies develop long-term climate change strategies, set a corporate-wide greenhouse gas reduction goal, inventory their emissions to measure progress, and report their data to EPA. 

ClimateVISION (Voluntary Innovative Sector Initiatives: Opportunities Now) is a Department of Energy program launched in 2003 in connection with the national goal of reducing greenhouse gas intensity by 18%.  In this program, industry sectors agree to meet specific targets for reducing emissions intensity, and develop work plans to achieve those goals, with federal assistance. A number of sectors have made such commitments, including oil and gas production, transportation, and refining; electricity generation; coal and mineral production and mining; automobiles, cement, iron and steel, magnesium, aluminum, chemicals, and semiconductors); railroads; and forestry products.  The lime industry has also made a ClimateVISION commitment, which is discussed later in this paper.

Regulatory and Research Programs
The Administration has also pursued regulatory and research programs that address global climate concerns, in many cases also addressing the issue of energy independence.  Thus, for example, the government has proposed to tighten the tailpipe emission standards for sport-utility vehicles, vans and trucks, and has supported tax incentives for renewable energy and hybrid and fuel-cell vehicles.  It also sponsors the Climate Change Research Initiative, under which both climate change and potential response technologies are studied.  This initiative is part of the U.S. Climate Change Science Program, which had a total budget of 1.9 billion dollars in 2005 (in addition to hundreds of millions of dollars more in other energy-related research).
Federal Legislation
Currently there is no comprehensive federal law that addresses climate change.    There have been three general approaches that have been taken in proposed legislation, as discussed below.
Administration Approach—Research Only

To date, the Bush Administration has not supported any legislation that would impose mandatory emissions or intensity controls.  It has supported legislation increasing research funding and creating tax incentives for measures reducing emissions.  This approach has been supported by many Republicans in Congress.

Mandatory Emissions Cap

Senators John McCain and Joseph Lieberman have led the way in promoting an approach to climate change that would depend on mandatory emissions reductions coupled with an allowance trading system.  McCain is a Republican from Arizona, and Lieberman is a Democrat from Connecticut.
Although the precise terms of their legislation have changed somewhat the four times it has surfaced, the general approach has remained the same.  It would require electric utilities, and the transportation, industry, and commercial sectors to reduce greenhouse gas emissions to 2000 levels by 2010.  It would create an allowance trading system, and would allow U.S. sources to meet some of their obligations by purchasing allowances from other countries. 
A version of this legislation was defeated in 2003, and was introduced again in 2004 and early 2005, but with no vote.  It was brought back most recently in June of 2005 as an amendment to the federal Energy Bill, where it was again defeated.  McCain and Lieberman have been persistent, and it is thus likely that the legislation will return for further consideration.
Senator Dianne Feinstein, a Democrat from California, recently circulated a similar, but somewhat less costly, approach.  Her legislation would cap emissions at current levels by 2010, and then reduce them further.  It would also include an open market for emission credits.
Thus far, measures with mandatory emissions caps have not received wide support, primarily because of their expected costs to the economy.

Mandatory Intensity Cap

A more moderate approach was put forward by Senator Jeff Bingaman, a Democrat from New Mexico, who offered his own climate amendment to the 2005 Energy Bill.  Under his approach, beginning in 2010, there would be a mandatory, economy-wide 2.4% reduction in greenhouse gas intensity (not total emissions).   The plan would also include a “safety valve” or cost cap of $7 per ton.  The draft legislation explicitly included industrial process emissions, including emissions from lime and cement manufacturing.
Senator Bingaman withdrew his amendment, after Senator Pete Domenici, Chairman of the Energy and Natural Resources Committee, decided that the approach needed more study.   Senator Domenici agreed to hold hearings on the subject.
However, the Senate did pass, by a vote of 54 to 43,  a non-binding resolution finding that Congress should enact a mandatory greenhouse gas reduction program:

It is the sense of the Senate that Congress should enact a comprehensive and effective national program of mandatory, market-based limits and incentives on emissions of greenhouse gases that slow, stop, and reverse the growth of such emissions at a rate and in a manner that: (1) will not significantly harm the United States economy; and (2) will encourage comparable action by other nations that are major trading partners and key contributors to global emissions.

Recent Hearings

Senator Domenici’s Committee began hearings in July of 2005.  The first hearing featured  experts who testified that “nearly all climate scientists” believe that carbon dioxide given off from human activities, especially the burning of fossil fuels, is the cause of an increase in global temperature.  At the hearing, Senator Domenici stated that there was a problem, although it would not be simple to solve, and Senator Larry Craig (R-Idaho), previously a foe of climate legislation, stated that “I have grown to believe, as many of my colleagues have, that there is a substantial human effect on the environment.”  A second hearing in September brought in economics experts, several of whom supported an intensity cap approach as less costly than emissions caps.

In April of this year, Senator Domenici held a conference, in which industry and other representatives were asked to submit comments on approaches to a mandatory emissions reduction program.  They were asked to comment on whether such a program should apply economy-wide or only to certain sectors, whether allowances should be auctioned or supplied free of cost, and how the program should interact with international measures.

Testimony at the conference contained little objection to concepts of climate change, human causes, or the need to take action.  Rather, the focus was on what action to take.  There were also few claims that voluntary efforts are effective.  There was a fairly wide divergence of opinion, however, on how a program should be administered, depending on the perceptions of the particular industry that was being represented.  One key issue was whether a program should pursue a “downstream” approach, in which a wide range of emissions sources would be regulated, or an “upstream” approach that would focus on energy producers and suppliers.  
Prospects for Legislation

It is not clear whether any climate-related legislation will advance in the near future.  Senator Domenici’s committee is taking a serious and balanced look at the issue, and may develop legislation.  If it does, it is most likely to include intensity limits rather than total emissions limits, along the lines of Senator Bingaman’s amendment.  It should be added that the 2006 elections could change the makeup of Congress enough to affect the center of gravity of this issue.

State Legislation and Regulation
State governments have the authority to pass laws and impose regulations responding to climate change concerns, and these can have substantial impacts on industry.  In addition to those discussed below, others are being considered.
Regional Greenhouse Gas Initiative Trading System
On December 20, seven states announced that they had entered into an agreement, known as the Regional Greenhouse Gas Initiative (RGGI), under which they will implement a mandatory cap-and-trade program for carbon dioxide emissions from power plants.  The states are Connecticut, Delaware, Maine, New Hampshire, New Jersey, New York, and Vermont.  Late in the negotiations, Massachusetts and Rhode Island chose not to enter into the agreement, because it would increase power prices.  Under the program, emissions from power plants would be capped until 2015, and then emissions would be reduced, aiming for a 10% reduction by 2019.  The RGGI’s own studies suggest that the program could increase consumers’ electricity bills by $30 per year.

California Program
On February 16, the California Public Utilities Commission took similar steps, and 

directed its staff to begin a rulemaking process to establish an emissions cap for electrical utilities in the state. 

Politics
On the political front, it is appearing increasingly likely that Arizona Senator John McCain will be the Republican candidate for president in 2008.  If that occurs, the candidates of both parties will be in favor of mandatory greenhouse gas emissions restrictions.  This will be especially true if Senator Hillary Clinton should become the Democratic nominee.  She has supported the McCain-Lieberman climate legislation, and former President Clinton urged a convention crowd of entrepreneurs recently to help fight America’s ‘‘stubborn refusal’’ to face up to the threat of global climate change. 

U.S. Lime Industry Response
Climate change legislation has the potential to significantly affect the lime industry in the United States.  Mandatory restrictions on process emissions from calcination of limestone could be particularly harmful, since those emissions cannot be reduced by efficiency measures.  Even restrictions based solely on fuel use could also result in substantial increases in fuel costs, wherever in the stream of commerce such restrictions are placed.  Restrictions could create a competitive advantage for other products with a lesser greenhouse gas burden, and could also damage other energy-intensive industries that are consumers of lime products.
The U.S. lime industry, though the National Lime Association, has responded to these concerns in several ways.  First, the industry has agreed to take voluntary steps to reduce its greenhouse gas intensity.  Thus, under the Department of Energy’s ClimateVISION program, the U.S. lime industry committed to reduce carbon dioxide emissions from fuel combustion per ton of product by 8% between 2002 and 2012.  This is an aggregate commitment, and applies only to fuel-related emissions intensity.  NLA created a protocol for its members to use in reporting emissions and emissions reductions, and members have begun to pursue a number of measures to reduce intensity, including equipment replacement, energy efficiency improvements, and greater use and sale of byproducts.
NLA’s agreement with the Department of Energy requires NLA to report on progress every two years.  In 2004, NLA reported that fuel-related carbon dioxide intensity had remained essentially unchanged since 2002.  The report explained that only six months had elapsed since the commitment was made, and that an increased demand for steel-grade lime had affected the mix of lime products produced during the period.  In addition, energy efficiency improvements are slowed by the long lead time for capital projects, including planning, permitting, and construction.  NLA is currently working on data for the 2006 progress report, and expects to be able to report modest improvement in emissions intensity.  Some inefficient equipment has been retired, and newer, more efficient capacity brought on line since the last report.  Still, a number of projects remain in the permitting stage with long delays.
NLA has also participated in the legislative process, motivating and equipping its members to meet with federal legislators to make sure they understand the potential impact on the lime industry from various approaches to climate change legislation.  This is a vital effort, in particular with respect to the issue of whether process emissions will be included in any regulatory scheme.
Summary and Future Prospects
In sum, the United States has not yet moved to a mandatory emissions reduction approach, although changes in public opinion and consideration in Congress have increased the possibility that such an approach will be followed.  Any such program will affect the lime industry, but the details will determine just how significant those effects will be.
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