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Global warming is a problem that has been public knowledge for a while, but aware has 

increased due to the IPCC (Intergovernmental Panel on Climate Change) ruling in 2007 and Al 

Gore’s 2006 documentary An Inconvenient Truth. This is caused by the greenhouse effect, where 

certain gases trap heat in the atmosphere and thus heat the planet. One of these gases is carbon 

dioxide, which has reached historically high levels in modern times. Governments are currently 

attempting to regulate carbon dioxide and other greenhouse gases to slow the process of global 

warming. There are many ways in which this regulation of greenhouse gasses can take place. 

Water vapor is the biggest contributor to the greenhouse effect, though carbon dioxide is the 

second biggest. Some argue that water vapor accounts for almost all of the greenhouse effect, but 

carbon dioxide still plays a significant role. “Water vapor is known to be Earth's most abundant 

greenhouse gas, but the extent of its contribution to global warming has been debated. Using 

recent NASA satellite data, researchers have estimated more precisely than ever the heat-

trapping effect of water in the air, validating the role of the gas as a critical component of climate 



change.”1 Thus, water vapor has been confirmed as the biggest contributor of the greenhouse 

effect, though this in no way means that the other gases should be ignored even though water 

vapor cannot be controlled by human actions. 

The most discussed and debated potential solution to carbon dioxide emissions and other 

greenhouse gases is cap and trade. A cap is a maximum limit on carbon emissions with 

companies unable to pollute more than that amount being fined or otherwise penalized and 

trading is the mechanism in which the carbon credits (allowances) are transferred between firms. 

Firms that pollute less than they are allowed to can sell their carbon credits to firms that pollute 

more than they are supposed to. These profits in turn can lead to money that can be used for 

further innovations, allowing the firms to emit even less carbon dioxide than before. Another 

option to limit carbon emissions is a carbon tax, where citizens are taxed for how much carbon 

dioxide they produce in their daily activities. A third option is to simply regulate pollution as has 

been done since the 1970s with caps and requirements that firms use a certain level of 

technology. Overall, the best system would be a carbon tax, but cap and trade is more politically 

viable and simply regulating pollution is not as successful as either of the market-based 

strategies.

“In contrast to regulation which imposes emission limit values on particular facilities, 

emissions trading gives companies the flexibility to meet emission reduction targets according to 

their own strategy; for example by reducing emissions on site or by buying allowances from 
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other companies who have excess allowances. The environmental outcome is not affected 

because the amount of allowances allocated is fixed.”2 Thus, the flexibility of cap and trade 

comes with a sacrifice. It is not as efficient as strategies that impose emissions limits without a 

way to purchase emissions credits. It is also less efficient than the aforementioned carbon tax. 

Ideally, one would want the most efficient method possible, which would be the carbon tax. 

“Carbon taxes address emissions of carbon from every sector, whereas some cap-and-trade 

systems discussed to date have only targeted the electricity industry, which accounts for less than 

40% of emissions.”3 

Thus, the carbon tax would reduce emissions everywhere, where some of the cap and 

trade programs would miss some emissions because they were targeted at certain industries. 

Another advantage of carbon taxes is that they could keep the government from increasing 

income taxes and giving people more control in the amount of taxes they pay by offering them 

the option to pollute less to pay less. “A carbon tax would increase the cost of doing business for 

everyone given the pervasive use of fossil fuels in the U.S. While taxpayers seem to prefer a tax 

shift in order to recoup a portion of their carbon tax through another tax, given revenue needs, a 
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carbon tax is likely to be used to prevent or reduce an income tax increase.”4 Thus, a carbon tax 

could be used to keep income taxes at the same level, though people would prefer to have their 

other taxes lowered to help afford the newly implemented carbon tax.

Two years ago, the Supreme Court ruled 5-4 that the EPA was neglecting its duties by 

ignoring greenhouse gasses. This means that more regulations can be enforced to slow the 

process of global warming by stopping the emission of greenhouse gasses. “The ruling could 

also lend important authority to efforts by the states either to force the federal government to 

reduce greenhouse gas emissions or to be allowed to do it themselves.”5 Thus, it is possible that 

states could enact their own regulations against greenhouse gasses instead of the federal 

government. New York has been strengthening regulations on power-plant emissions, and 

California has begun cutting carbon dioxide regulations from cars. Ten states have followed 

California’s lead, with Maryland soon to join them. Therefore, even if the federal government 

does not take action on the issue of carbon dioxide emissions and global warming, states may do 

so anyway, though it would not be as strong as federal regulations. However, it is likely that the 

Obama administration will take action against global warming, since he has consistently talked 

about cap and trade as a way to cut down on carbon emissions. This is much different than 
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former president Bush, who neglected to take action against global warming and did not consider 

it a scientific fact for the majority of his time as president.

President Obama’s original planned called for the auctioning of 100% of credits in a cap 

and trade program, thus not allowing any free handouts to companies. However, the climate 

change bill that has been developed by the senate does not follow this strategy any more. “On 

May 15th Henry Waxman and Edward Markey, the Democratic point-men on climate change in 

the House of Representatives, unveiled a bill that would give away 85% of carbon permits for 

nothing, with only 15% being auctioned. The bill’s supporters say this colossal compromise was 

necessary to win the support of firms that generate dirty energy or use a lot of it, and to satisfy 

congressmen from states that mine coal or roll steel.”6 Ultimately, the question is whether it’s 

better to attempt a program that reduces emission more, or to get one to pass more quickly 

because it is more satisfactory to the businesses that will be directly affected by it. Since business 

interests and voters must be appeased, the best solutions may not be available, such as carbon 

taxes or a system that forces the auction of 100% of emissions credits. 

One concern for the Waxman-Markey bill is that it will have to deal with many 

congressmen that are protecting their interests, especially those from coal-producing states and 

states that supply ethanol. Thus, the already watered-down bill that we see currently could be 

weakened even further by changes created to generate more appeal. Furthermore, some of the 

wishes of various congressmen conflict with others, making it even more difficult to please a lot 
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of people at once. “Some Democrats who voted for the measure, such as Rep. G.K. Butterfield of 

North Carolina, have said their support is tied to Congress giving a big chunk of allowance 

proceeds to low- and middle-income households in the form of tax cuts and vouchers. Other 

Democrats, such as Rep. Jay Inslee of Washington, say they want to see much of the money 

invested in renewable energy research.”7 Some want to give money back to the poor so they can 

afford the increase in energy prices caused by the new cap and trade system, while others want to 

put the money in renewable energy resources. These two desires are clearly at conflict, and will 

cause friction and make it more difficult to pass a cap and trade bill than it would be if everyone 

had the same goals for the money gained by cap and trade. The vouchers and tax cuts are more 

likely to go through because that is part of Obama’s proposal that he developed during his 

campaign. 

Cap and trade started out with the successful reduction of sulfur dioxide emissions that 

started in 1990. Firms actually cut down on their emissions beyond the targets set for them. “A 

robust market of SO2 allowance trading emerged from the program, resulting in cost savings on 

the order of $1 billion annually, as compared with the costs under some command-and-control 

regulatory alternatives. The program has also had a significant environmental impact: SO2 

emissions from the power sector decreased from 15.7 million tons in 1990 to 10.2 million tons in 

2005.”8 This was a very successful program overall, and the cost savings were much more than 

other environmental programs. 
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Despite the success of the sulfur cap and trade program, a carbon dioxide/anti-global 

warming cap and trade program would be more difficult and expensive to implement because it 

would target more industries and more pollutants than the sulfur program of 1990. “While the 

acid rain initiative was focused on just one pollutant, sulfur dioxide (nitrogen oxides were later 

added), the new proposals seek to limit carbon dioxide and five other pollutants. The acid rain 

program focused on electricity producers, while the new efforts would affect utilities, large 

manufacturers and the transportation sector as well.”9 Thus, a cap and trade program that tries to 

lower emissions of many pollutants and covers a lot of industries may be more difficult to 

implement than one that covers just one or two pollutants. Also, some industries may be more 

resistant or unable to change their emissions levels, creating difficulties for the program overall. 

Also, there are the struggles that the European Union’s Emissions Trading Scheme (EU: ETS) 

had in the past to watch out for as well.

A few years ago, the European Union’s cap and trade program did not seem very 

successful, but it has gotten better in recent years. “Despite its hasty adoption and somewhat 

rocky beginning three years ago, the EU ‘cap-and-trade’ system has operated well and has had 
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little or no negative impact on the overall EU economy, according to an MIT analysis.”10 Thus, 

there are no real failures in cap and trade programs at this point. However, the EU program did 

have some problems early on, such as price volatility and too many free credits being handed out 

to firms. However, since the years 2005-2007 of the program were considered a “trial” period it 

should not be seen as a failure.

The biggest concern of the EU program was probably polluters getting too many permits. 

“Due to a lack of accurate data in advance of the program, allowances to emitters were 

overallocated. Now with more accurate emissions data and a centralized cap-setting and 

reporting process, the emissions cap should be sufficiently binding;”11 This is an issue because it 

allows firms to pollute more than they would have if the program had been prepared properly in 

the first place. However, it appears that this is no longer an issue in the EU program. Corruption 

is an issue, where countries try to help their own industries out with lenient restrictions so their 

economies can grow faster. Cap and trade has had more success when it is just in one country 

rather than across a lot of countries because it is easier to set limits when the program is just 

within a single country. The countries that show the biggest increase in emissions are those that 

are not as economically developed, and thus are less willing or unable to sacrifice economic 
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productivity for the environment. The more developed countries can still live comfortably while 

polluting less or at least while slowing the increase of their emissions.

Another issue with the EU program was the fluctuation of prices initially in the program. 

“Concerns about program volatility emerged when initially high allowances prices (driven 

largely by high global energy costs) dropped precipitously in April 2006 upon the release of 

more accurate, verified emissions data. Late in the trial phase, there was another sharp decline in 

allowance price because there were no provisions for banking emissions reductions for use in the 

second phase of the program. Improved data quality and provisions for unrestricted banking 

between compliance periods will help moderate price fluctuations in the future;”12 Therefore, it 

appears as though improvements made to the program will make such instances increasingly 

rare.  Overall, it appears as if the EU program is improving and working quite well, though from 

2005 through 2007, verified emissions went up by 1.9% across the EU, the biggest percentage 

changes being in Finland (28.5%), Estonia (21.5%) and Denmark (11.1%).Those who dropped 

the most were Sweden (-20.8%), Portgual (-14.4%) and Lithuania (-9.2%). No other country 

dropped more than 4.9%.13 However, the overall increase between 2005 and 2006 was larger than 

the increase between 2006 and 2007, so that could be seen a sign of success for the EU program. 

Furthermore, the caps for 2008-2012 have been reduced so more countries should begin to see 

drops in their emissions if the EU program works as it should.
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Carbon taxes have not been implemented throughout the US, though Boulder, CO has a 

carbon tax program. However, there are some proposals for carbon taxes by Republicans in the 

House. William Nordhaus, a Yale economist wants to replace the entire Kyoto protocol with a 

global carbon tax. "Taxation is a proven instrument. Taxes may be unpopular, but they work. The 

Kyoto model is largely untested and the experience we have tells us it will not meet our objective 

— to stablise the world climate system."14 Surprisingly, carbon taxes have the support of 

ExxonMobil’s CEO Rex Tillerson. "As a businessman, it's hard to speak favourably about any 

new tax, but a carbon tax strikes me as a more direct, more transparent and more effective 

approach."15 However, he also said that carbon taxes should be revenue neutral, meaning that 

other taxes would be lowered to keep the overall taxation rate the same as it was before the 

carbon tax was added. Thus, with that system, there would not be an increase in governmental 

revenues because other taxes would have to be lowered to compensate for the carbon tax.

The Republican carbon tax bill proposed by Reps. Bob Inglis of South Carolina and Jeff 

Flake of Arizona would start with a $15 a ton tax of carbon dioxide and gradually increase to 

$100 over the next three decades. This bill is co-sponsored by Democratic Rep. Dan Lipinski of 

Illinois. “The three lawmakers offer their measure as an alternative to a massive climate change 
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bill backed by President Barack Obama and now before the House Energy and Commerce 

Committee.”16 Thus, this bill will be competing with the cap and trade program suggested by the 

Obama administration and the Waxman-Markey cap and trade bill. This bill would especially 

affect states that get more of their power from coal. To dampen the effects of the carbon tax on 

consumers, payroll taxes will be cut equally across the country. Since they will be cut equally, 

states such as West Virginia, Indiana, Wyoming, North Dakota, and Kentucky will be hit the 

hardest by this tax because of their heavy reliance on coal power. “The lawmakers acknowledge 

that users of coal-fueled power would see much bigger cost increases — 83.5 percent in the first 

year — than the 6 percent price increases for drivers buying gasoline, or consumers of power 

from natural gas, or the 14.3 percent price increase for users of oil-based power.”17 Thus, states 

reliant on natural gas would see the smallest increase in their taxes compared to those who use 

oil and coal. This bill did not mention any decrease in taxes for those who opt to use clean 

energy instead, as the Boulder, CO carbon tax did. 

The increase in prices for those that rely on coal would definitely be a concern, but it is 

not something that can be avoided. Ideally, everyone would pay the same rate for a carbon tax, 

but that is not possible if we want the most environmentally effective bill possible. Burning coal 
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contributes more than burning oil or natural gas, so it is fair that those that rely on coal would 

have to pay more, because they are paying for the tons of carbon dioxide that they produce. 

“Such disparities, Flake said, would be an unavoidable outcome of trying to reduce global 

warming and wean the nation’s dependence on foreign oil, some of it from unfriendly 

governments. ‘There’s no way you can compensate or have a perfect outcome in which everyone 

pays the same rates,’ Flake said. ‘If you try to do that, then you take away the incentive to 

change.’”18 Thus, it is not possible to have a truly equitable carbon tax because different forms of 

fuel produce different amounts of carbon dioxide. This will make any carbon tax or cap and trade 

program harder to pass with the support of states that rely heavily on coal power plants because 

they will face more energy costs than other states. Ideally, the carbon tax would encourage 

people to choose a renewable and clean energy resource.

Carbon taxes have not been popular when attempted by national parties in the past, so 

Republicans and Democrats may be wary of attempting it like Canada’s Liberal party did in their 

2008 elections. “The carbon tax plan, which would have levied a tax on most fossil fuels but 

would have been offset by income-tax reductions, was a main plank of Liberal leader Stéphane 

Dion's environmental platform. However, the plan proved too easy of a target for Conservatives 

who painted it as a costly new tax increase at a time of economic uncertainty.”19 Therefore, a 
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carbon tax may not be popular with people because they can directly notice the impact on their 

pocketbooks, while with cap and trade it is harder to trace, though it would still raise energy 

prices for the average person because firms would be forced to charge more to maximize their 

profits with the cap on their emissions in place. In the US, the 2008 election had both candidates 

supporting a cap and trade program, so the environment did not really play a role in the election. 

The economy was much more important because the financial crisis had occurred just months 

before the election.

However, voters in British Columbia elected to keep a controversial province-wide 

carbon tax by re-electing their Liberal government. Thus, some carbon taxes, perhaps not at a 

nation-wide level can be kept. “Voters in Canada's westernmost province kept a controversial 

carbon tax by re-electing the provincial government and rejected a landmark referendum for 

proportional representation. As the British Columbia elections agency reported more than 60 

percent of votes had been counted, the pro-business Liberals held a strong lead, with nearly 46 

percent of votes compared to slightly more than 42 percent for the left-wing opposition New 

Democratic Party.”20 Therefore, carbon taxes may not be political suicide, at least not as much as 

it appeared they were in the 2008 Canadian federal election. One thing to note was that British 

Columbia’s carbon tax was smaller than most, at just $10 per ton. The proposed Inglis-Flake bill 

would start off at $15 per ton. The lack of national popularity for the carbon tax is still of 

concern for those who want to get them passed at the national level. In the US, only Boulder, CO 

and nine counties in the San Francisco Bay Area have passed carbon taxes. In Europe, several 
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countries have adopted nationwide carbon taxes, the first to implement them being Sweden in 

1991. New Zealand also proposed a carbon tax, but it was abandoned in December of 2005.

Sweden, the first country to enact a carbon tax, there has been a small effect on CO2 

emissions due to the carbon tax. “In 1991 the energy taxation system was reformed and a carbon 

tax was introduced. The carbon tax and the energy tax are very closely connected and have to be 

regarded together. Other economic incentives that affect the energy sector are the sulphur tax and 

the nitrogen oxides charge. Regulations have historically been important for the possibility to 

reduce the emissions from both stationary and mobile sources. Regulations have so far had 

relatively small effect on CO2 emissions.”21 This small effect of the carbon tax may be due to the 

fact that Sweden has a low-carbon economy as it is. A lot of its energy comes from hydrological 

power and nuclear power. The biggest effect of Sweden’s carbon tax has been the increase in the 

use of biomass fuels for heating. A reason that Sweden’s carbon tax may not have had much 

effect is that only 30% of energy came from fossil fuels when the tax was introduced in 1991. 

Australia’s opposition government put carbon taxes on the table this February. The Green party 

of Australia also complained that their current emissions trading program is flawed. “Opposition 

emissions trading spokesman Andrew Robb says there appears to be a worldwide movement 
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towards a carbon tax instead of trading schemes.”22 Robb also stated that he believed there was a 

worldwide trend toward carbon taxes. 

While carbon taxes would encourage companies to pollute less, it is not certain that they 

would actually do so. Some may be willing to front the additional costs and in fact pollute more 

and not giving the environmental impact one would look for in such a program. “A tax provides 

for cost certainty; the cost is fixed because of the tax. Cap and trade, on the other hand, provides 

for environmental certainty. What's fixed is the cap itself -- and it is based on an assessment of 

the level of emissions you need to get to in order to protect the climate.”23 Thus, for 

environmental concerns, cap and trade is a better program because the cap assures us that no one 

will pollute beyond a certain level. With carbon taxes, we are unsure about how much they will 

pollute, but we hope that we can change their behavior with economic incentives. However, 

some still prefer carbon taxes because they feel that it changes consumer behavior more than cap 

and trade would. “A carbon tax would directly influence both industry and individual behavior 

with transparency, fairness, speed, and balance. Industry would have an economic incentive to 

reduce their carbon emissions to avoid the tax, which would likely be a cost passed on to 
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consumers, and thus, the price signals created would modify consumer behavior.”24 The carbon 

tax would adjust consumer behavior more because the costs would be passed on to them, and 

they would be forced to change their behavior because they would not be able to afford to 

consume as much energy as they would without the tax. However, since cap and trade limits the 

amount of emissions that can be produced, it would have a similar impact on consumer behavior.

The current Waxman-Markey cap and trade bill in the House sets stronger goals for 

reducing emission than Obama’s proposal, although the final goal of both bills is the same. The 

Waxman-Markey bill also requires that one-fourth of energy comes from clean sources by 2025. 

“The draft measure, written by Representatives Henry A. Waxman of California and Edward J. 

Markey of Massachusetts, sets a slightly more ambitious goal for capping heat-trapping gases 

than Mr. Obama’s proposal. The bill requires that emissions be reduced 20 percent from 2005 

levels by 2020, while Mr. Obama’s plan calls for a 14 percent reduction by 2020. Both would 

reduce emissions of carbon dioxide, methane and other greenhouse gases by roughly 80 percent 

by 2050.”25 Therefore, the Waxman-Markey bill is more ambitious than Obama has been so far, 

especially with its additional requirement for switching over to clean power. However, switching 

over to clean power so quickly may hurt some power companies. Additionally, this bill contains 
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vehicle emissions standards and promotes electric cars. Waxman also claims that his bill will 

create millions of clean energy jobs. However, Republicans say this bill is not a good idea 

because it puts the planet ahead of the economy. “The bill ‘marks a triumph of fear over good 

sense and science, and it couldn't come at a worse time, because it proposes to save the planet by 

sacrificing the economy,’ said Rep. Joe Barton of Texas, the ranking Republican on the Energy 

and Commerce Committee.”26 Therefore, it will be a struggle to get this bill passed, and like the 

stimulus package and other bills, it might pass solely on a party-line vote, with a large majority 

of Democrats voting for it, and every Republican voting against it. 

One concern of cap and trade is the costs that it will impose on working families. 

Politicians claim to be taxing polluters through cap and trade although this does not occur in 

practice. “Cap and trade, in other words, is a scheme to redistribute income and wealth -- but in a 

very curious way. It takes from the working class and gives to the affluent; takes from Miami, 

Ohio, and gives to Miami, Florida; and takes from an industrial America that is already 

struggling and gives to rich Silicon Valley and Wall Street ‘green tech’ investors who know how 

to leverage the political class.”27 This can be a problem. People would feel that they are giving 
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companies money through the cap and trade program. The main difference between carbon taxes 

and cap and trade is that carbon taxes give money to the government, while cap and trade gives 

money to polluters.28 Cap and trade could be seen as more business-friendly than carbon taxes. 

One way that cap and trade can be made more environmentally beneficial is by forcing 

companies to spend their sales from selling credits to other companies on green technologies. 

That way, companies can become even greener by selling their emissions credits.

However, both cap and trade and carbon taxes will increase energy and gasoline prices. In 

general, environmental protection causes things to become more expensive or one could say it 

accounts for the negative externalities caused by pollution, thus setting things at their true 

economic cost. “In either case -- tax or trade -- electricity and gasoline prices would rise. A tax of 

$30 per ton -- a level MIT suggests would make clean coal technologies an attractive investment 

to power companies -- would raise gasoline prices by 35 cents per gallon and household 

electricity bills by 20 to 30 percent. Under cap and trade, prices would have to rise by the same 

amount to get the same result.”29 Thus, both situations would have similar price increases. A 35 

cent per gallon increase is gas probably wouldn’t affect driving habits however, as when gas 

prices skyrocketed to $4 per gallon, people still drove a lot. Demand for gasoline, especially in 

the short term, is inelastic, meaning the demand for gas decreases slower than the price of gas 
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increases. This is because, in the short term, people have little time to adjust their behavior and 

still have to rely on their cars. With a long-term gas price increase, we would see more people 

giving up driving and taking public transportation. However, energy usage would probably be 

affected more by a price increase than gasoline prices, since they have not had as sharp an 

increase recently as gas prices, and there are more ways to immediately lower energy usage in 

the short term than there is for gasoline.

Of the environmental bills currently making their way through congress, the Democratic 

Waxman-Markey cap and trade bill probably has more of a chance for success than the 

Republican Inglis-Flake carbon tax bill, both because cap and trade has had more success in the 

US, and because Democrats have control of both houses and the executive branch. However, 

since the carbon tax bill is co-sponsored by a Democrat, it may have more bipartisan appeal. On 

the other hand, a bipartisan cap and trade bill, such as the Lieberman-McCain bills of the past, 

may be able to pass with a Democratic president in office. The Lieberman-McCain Climate 

Stewardship Act was attempted in 2003, 2005, and 2007 but has failed to pass. A similar bill 

could pass with a more Democratic Senate and House. Even though the 2007 version was 

stronger than the 2003 or 2005 versions, its reductions are compared to 1990 levels instead of 

2005 levels. “It would cut greenhouse gas emissions to 2004 levels by 2012, 1990 levels by 

2020, and 60 percent below 1990 by 2050, which some environmentalists applauded as tougher 

targets than were sought in an earlier version of the legislation in 2005.”30 Thus, if a bill with 

60% reductions from 1990 levels could not pass, it may also be hard to pass a bill with 80% 
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reductions from 2005 levels. It is better to use 2005 levels as a comparison than 1990 levels 

because it is easier to measure pollution levels now than it was 19 years ago.

The 2003 bill was not nearly as strong as its 2007 counterpart, which would have merely 

capped emissions at 2000 levels by 2010, and not decreased further than that in later years. “The 

bill would cap the 2010 aggregate emissions level for the covered sectors at the 2000 level. The 

bill's emissions limits would not apply to the agricultural and the residential sectors. Certain 

subsectors would be exempt if the Administrator determined that it was not feasible to measure 

their GHG [greenhouse gas] emissions.”31 Therefore, cap and trade policies have gotten 

significantly stronger since the 2003 proposal which would have not constituted nearly as much 

of a decrease as those crafted in later years. However, that even this relatively weak bill did not 

pass does not bode well for the stronger legislation that is taking place currently. The exclusion 

of residential and agricultural sectors would have made this bill even weaker than it already was, 

though consumers would not have paid as much for energy as they will under the carbon tax or 

cap and trade bills being proposed currently. The exclusions for the residential sector seem to 

have been replaced by proposed tax cuts and vouchers for residents.

Overall, cap and trade seems to be more acceptable to voters than carbon taxes, and cap 

and trade systems have been implemented more than carbon tax proposals. However, the US has 

both cap and trade and carbon tax proposals in Congress and only time will tell which one has 

more success in Congress. Either program would be able to lower emissions if it works well. 

However, cap and trade and carbon taxes are not the only options available to slow the trend of 
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global warming and help the environment. There are also command and control instruments, 

which are the most common of environmental regulations. “As the name implies, the CAC 

approach consists of a 'command', which sets a standard - the maximum level of permissible 

pollution, and a 'control', which monitors and enforces the standard. In general, there are two 

types of standards - ambient standards and emissions standards. Ambient standards set the 

minimum desired level of air or water quality, or the maximum level of a pollutant, that must be 

maintained. On the other hand, an emissions standard specifies the maximum level of permitted 

emissions.”32 Cap and trade could be considered a sort of CAC approach because it does set a 

cap or maximum level that is allowed, although the trading makes it different than CAC because 

companies can buy and sell credits. There are also performance-based standards and technology-

based standards. Performance-based standards mandate emissions limits, while technology-based 

standards additionally specify what level of technology that must be used. Performance-based 

standards are the more common variety.

It’s hard to get policy right the first time, and environmental policy is no exception. 

Policies are constantly evolving and improving with new ideas and theories. As more market-

friendly solutions come through, we should be able to get more cost-effective environmental 

protection that does not sacrifice the economy but still attains its goals. “The environmental 

movement born at the first Earth Day had noble goals. It's well-intentioned policy prescriptions, 

however, were fatally flawed. It's very difficult and extremely rare to get public policy right the 

first time. The lessons learned from traditional environmentalism are helping to elaborate a new, 
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evolved environmentalism that recognizes and appreciates environmental entrepreneurs.”33 

Therefore, our failures in the past will help us write better policy in the future. There are beliefs 

that need to be tested as soon as we can. We need to look into the idea that the world is a zero-

sum game, where only one person can come out ahead, like only the economy or the 

environment can win, and not both. Programs like cap and trade and carbon taxes should show 

people that it’s possible to have economic growth while also remedying the environmental 

damage that has occurred in the past two centuries. It is not as it were three decades ago, when 

only strict and inflexible regulations were available if one wanted to take action against 

pollution.

Command and control environmental policy tends to cost more than market-based 

solutions, and thus some consider them it to be less effective than market-based solutions. Also, 

inconsistent and vague terms plague such legislation, making it difficult to follow on a 

nationwide basis. “An example of conflicting state requirements that increase uncertainty in the 

electric industry arises from varying definitions of ‘renewable resources.’ Many states have 

enacted renewable portfolio standards that force local utilities, and even deregulated retail 

suppliers, to supply customers with a minimum percentage of electricity generated from 

renewable energy resources. However, different resources are classified as ‘renewable’ in 

different states.”34 Therefore, legislation regulating the amount of renewable resources that must 
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be used can be inconsistent through different states because different states have different 

definitions of what “renewable energy” means. 

This is a problem, especially since the current cap and trade bill in congress, Waxman-

Markey, has a section stating that a certain percentage of all energy must be renewable. This will 

have different meanings in different states. If there were a nationwide determination for what 

“renewable energy” was, the situation would be less problematic. Proposition 7 in California was 

of a similar nature, but much stronger in action, proposing the half of energy came from clean 

sources by 2025. It failed by nearly a 2 to 1 margin. However, it would have been less confusing 

to understand and easier to enact than a nationwide call for renewable energy sources, because it 

would only be based on California’s definition of renewable energy, not all 50 states. Despite its 

good intentions, California’s Proposition 7 had glaring flaws. “Prop 7 could exclude smaller 

renewable energy providers from participating in California’s energy markets; it excludes 

renewable power facilities smaller than 30 megawatts from counting toward the measure’s new 

requirements. We need to make it easier, not harder, for clean energy companies to set up shop in 

California, bringing with them jobs and economic growth.”35 Therefore, Proposition 7 would 

have made it more difficult for smaller energy firms. This is a problem we need to look for in cap 

and trade policies as well, to make sure they do not protect industry giants against competition. 

Giving out too many free emissions credits to larger firms could defeat the whole purpose of cap 

and trade legislation.
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Wood could be considered a renewable energy resource, but that is a problem because 

wood causes pollution and can be as bad as fossil fuels. Hydroelectric is generally considered a 

renewable energy resource because water is renewed by rainfall. Sunlight is the fastest-renewing 

energy resource. “Renewable energy resource: an energy resource that is replaced rapidly by 

natural processes. Some examples of renewable energy resources are sunlight, hydropower 

(water falling through a dam), and wood. When you use some sunlight to warm your back, more 

is made almost immediately available. Water above the dam is continually replaced by rainfall. If 

you chop down a tree and burn its wood in your campfire, it takes awhile for the forest to grow 

enough to replace that wood, but it will happen within your lifetime.”36 Thus, not all “renewable 

energies” are clean, since burning wood causes pollution, yet wood is replenished within one’s 

lifetime. Wood pollution is a serious problem like the pollution caused by burning fossil fuels. 

“Scientists have long known that wood smoke contains carbon monoxide and cancer-causing 

chemicals. But research shows that wood smoke's major ingredient — tiny particles of soot and 

liquid pollution — worsens heart disease and triggers asthma attacks.”37 Thus, “renewable 

energy” could be seen as a buzzword if wood is included, because what is most important is 

clean energy. Nuclear energy is not a renewable resource although it is cleaner than wood and 
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doesn’t contribute to carbon dioxide in the atmosphere. However, the waste is a concern with 

that sort of energy.

Since cap and trade has had more success in the US and people are more likely to support 

it, it will probably be the environmental policy we have going forth. It is also the cornerstone of 

Obama’s environmental policy, and thus will have more of his support than a carbon tax would. 

While a well-prepared carbon tax proposal would probably have more success than cap and 

trade, cap and trade, run properly, would still have a positive impact on the environment. Thus, it 

is not a huge concern that a carbon tax is not politically viable at this point in time. Perhaps in 

the future, when we become more concerned with the environment and ecology, a carbon tax 

will pass as well. But for right now, cap and trade is the more likely of the two to succeed, and 

while it is more at risk for corruption and corporate handouts, it will still get the job done. Also, 

if proactive states feel the federal government is not doing enough about global warming, they 

can do more than the federal government is doing and enact tougher standards, thus resulting in 

more improvement than there would be with just federal action.


