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Global Climate Change

before

International efforts to deal with climate

change are lurching from speculation

toward actions that could wreak havoc
on nations even as the underlying science and
economics continue to signal caution.

While governments have agreed that there
may be reasons for concern over the buildup of
greenhouse-gas emissions, primarily carbon
dioxide (CQO,), there is no consensus on what
constitutes “dangerous levels” of emissions nor is
there agreement on when, where and how best
to reduce their impact. Yet, an action plan with
binding commitments on developed nations
could take shape by year's end.

We are concerned that policy makers are
not considering the implications of controlling
CO, emissions. Studies have examined some of
the emission-centrol plans tabled to date and
concluded that they will impose painful burdens
on developed economies, particularly if timeta-
bles are short and targets unrealistic. For Amer-
icans, such solutions mean jobs will disappear
and lifestyles will be pinched as our industrial
infrastructure shrinks.

A study just issued by Charles River
Associates (CRA) provides additional weight to
the impact of emission controls in an age of
global markets. The report shows how ill-timed or
ill-considered abatement measures could stunt
world economic growth, unsettle global trading

| patterns and set the stage for a new era of trade
protectionism.

CRA analyzed two abatement scenarios—
one a more modest stabilization proposal, the
other a more aggressive reduction plan. Both
policies appear to fall within the boundaries of
accdptability by the U.S. government. The
authors utilized a carbon-rationing plan to
achieve required reductions in CQO, emissions. In

htip://www.mobil.com

listen
leap

practice, rationing will increase energy prices for
both industry and the consumer.

The cost of limiting emissions could range
from $200 to $580 per ton of carbon, depending
on the timing and severity of the plan selected.
To put this in perspective, this equates to an
additional cost to consumers of 50 cents to
$1.50 per gallon of gasoline in today's dollars.

The expected blow to U.S. prosperity
would be considerable, according to CRA: an
annual drop in gross domestic product ranging
from $105 billion in the year 2010 to $460 billion
in 2030, both in today's dollars. At the lower
range, this works out to a loss in annual house-
hold income of roughly $1,000.

One key finding of CRA’s study is that the
economic burden of emissions controls is borne
not only by the industrialized countries, but also
by developing societies, who under current pro-
posals need do nothing. The developed world
feels the pain as it is forced to switch fuels and
revamp its industrial infrastructure. The develop-
ing world, which now exports 60 to 75 percent ot
its products to industrialized countries, will see
those markets shrivel as economic growth stalls
and demand for protectionist measures grows.
Developing countries that import energy will ben-
efit from lower fossi-fuel prices, but in most
cases that gain won't offset the loss of trading
markets. And energy exporters—be they devel-
oped or developing—will be particularly hard hit
as energy markets shrink.

The CRA study injects a healthy dose of real-
ism into the climate-change debate. In the coming
months, we'll continue to look at what other
experts are saying. Meanwhile, we urge interna-
tionatl policy makers not to make 1997 a year of
hasty decisions. The entire world’s prosperity
depends on a course of wise, sustainable action.
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to make a difference.
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