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The Logic: Emissions Cap = Emissions Floor

Main Advantage of Federal Cap
= Single price, national market

Consequence

= Effective Preemption:
State reductions == lower aggregate emissions

“(Under a national cap...) A more stringent California cap...would
result in higher costs for zero environmental benefit.”
— Joe Nation and Roger Noll, 2009
=  Waxman-Markey would explicitly preempt for five years,
for example by denying allocations to state governments.

Dilemma
= Price signal may not invoke efficient local innovation
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What State and Local Governments Do*
*That the federal government CANNOT

Land use
Facility and transmission siting
Zoning
Transportation networks
Street alignment for southern exposure
Building codes
Building footprints
Eave design to maximize solar gain
Covenants about clotheslines

+ Landscaping to buffer against exposure

= Infrastructure that determines GHG emissions
for years to come
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Background on U.S. State Activities

= Pledges by 900+ city mayors
= Many state climate action plans

= Three regional initiatives to launch cap and trade in U.S.
=  Western Climate Initiative (7 states plus 4 Canadian provinces)
=  Midwest Greenhouse Reduction Accord (6 states plus Manitoba)

= Regional Greenhouse Gas Initiative (10 northeast states)
. Implemented January 2009
. 10% reductions in electricity GHGs
. 85 percent auction; many revenues to program goals
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Map of State Activities

. Participant in WCI

D Observer to WCI

D Participant in MGGRA
D Observer to MGGRA
E Participant in RGGI

Observer to RGGI
Participant in MGGRA & WCI
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Source: FERC, http://www.ferc.gov/market-oversight/mkt-electric/overview/elec-ovr-ghg.pdf
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RGGI 1s Up and Running

10 Northeast States Launch
Electricity Sector Cap-and-Trade

program Ag‘

B Regional Greenhouse Gas

Initiative (and observers)




e / US states &
4 Canadian provinces

(Blue jurisdictions are
observers)

e Economy-wide limit:
reductions equivalent to
15% below 2005 by 2020

e Cap-and-trade as central
policy instrument

I3

RESOURCES
FOR THE FUTURE




The Special Case of California

= Economy-wide State law
e 1990 GHG levels by 2020

= \/ehicle emission standard

e 30% emissions reduction by 2016

= Energy efficiency, appliance standards

e Up to 40% departure from trend in MWh per capita over three decades

= GHG performance standard in electricity

e SB 1368 governs emission rates from long-term contracts

= Low Carbon Fuel Standard in transportation

e 10% reduction in carbon content by 2020

= Land use and transportation plans

e SB 375: CARB will set emission reductions goals, deliver incentives
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Blueprint for economy-wide action in California
(AB 32 “Scoping Plan,” page

Figure 3: California Greenhouse Gas Emissions in 2020 and
Recommended Reduction Measures
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AB 32 Reduction and Current Trends
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Climate Change Emission Baseline

(Million Metric Tons CO, Equivalent) Source: C||mate ACtion Team

Report, March 2006

Baseline
Emissions

* Not including international marine bunker fuels




Toward Global Climate-Federalism?

Disadvantages of democratic systems exacerbated in
a federalist system

State and local governments can interfere with
national markets

= But they also can be tapped as source of
Innovation

Is federalism a microcosm for global governance?




