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Chapter 5

 The Crisis of Climate Change

Curbing the power of special interests has been a political preoccupation in the United States since the time of the American Revolution XE "American Revolution" . In Federalist Paper Number 10 XE "Federalist Paper Number 10" , James Madison XE "Madison, James"  argued that the need to control special interests, or what he called factions, was central to the success of a representative political system. He wrote that a “friend of popular governments never finds himself so much alarmed for their character and fate as when he contemplates their propensity to this dangerous vice.” Madison XE "Madison, James"  believed that “a manufacturing interest, a mercantile interest, a moneyed interest, with many less interests grow up of necessity in civilized nations.” But because of the danger to the common good that they represent, “the regulation of these various and interfering interests forms the principal task of modern legislation.”

Madison XE "Madison, James"  wrote that “among the numerous advantages promised by a well constructed Union, none deserves to be more accurately developed than its tendency to break and control the violence of faction.” Both Madison XE "Madison, James"  and his fellow authors of the Federalist Papers, Alexander XE "Alexander, Herbert E."  Hamilton and John Jay, believed the new constitution then under consideration did this effectively. Under it, the “mischief” that a minority faction could inflict on society would be controlled. “Relief,” wrote Madison XE "Madison, James" , “…is supplied by the republican principle, which enables the majority to defeat its sinister views by regular vote.” To be sure, a faction may “clog the administration, it may convulse the society; but it will be unable to execute and mask its violence under the forms of the Constitution XE "Constitution" .”

Madison XE "Madison, James"  himself worried about factions that we would today describe as residing on the political left: those that possessed “a rage for paper money, for an abolition of debts, for an equal division of property or for any other improper or wicked project.” But in fact it is corporate based special interests that at present exercise disproportionate influence. Cass R. Sunstein XE "Sunstein, Cass R." , in his positive assessment of the Federalist Papers, nevertheless concedes that Madison XE "Madison, James"  and his colleagues were excessively sanguine concerning democracy XE "democracy" ’s ability to neutralize the power of wealth. He writes that “one of the enduring challenges” to Madison XE "Madison, James" ’s optimism lies in the fact that today “factions are able to exert their will, ensuring, for example, that legislation nominally designed to reduce air pollution or to enact insurance reform may in some respects reflect the influence of strong private interests.”

The fact is that the system by which we fund electoral campaigns XE "campaigns"  functions in a way that empowers wealthy “factions.” On one hand, running for a seat in the House of Representatives XE "House of Representatives"  or the Senate XE "Senate"  becomes ever more expensive. On the other hand, the pool of large political donors remains only a small minority of the population. By possessing a choke-hold on the viability of candidates therefore, political contributors gain the ability to exercise leverage over the political process. And as Sunstein XE "Sunstein, Cass R."  suggests, this power is used to achieve specific legislative outcomes beneficial to or at least consistent with donor interests. 

In the next three chapters I examine how such factions have incapacitated our political system. They have hamstrung our ability to contend with global climate change XE "global climate change"  and stymied efforts to construct a health care XE "health care"  system that efficiently serves the needs of the American people. Similarly, Wall Street XE "Wall Street" ’s money-backed political clout was central to the process of financial deregulation that gave rise to the most severe economic downturn since the Depression XE "Depression"  of the 1930s. The problem that Madison XE "Madison, James"  and the Federalists identified is still with us, and just as they anticipated it continues to inflict “instability, injustice, and confusion.”

With regard to global climate change XE "global climate change" , we confront an exquisite contradiction that our political system has been unable successfully to address. Modern economic development is spreading globally, raising income levels and reducing poverty at rates never before seen in human experience. But that very growth has created a process of climate change that threatens to be so injurious that it will at least in some locations more than offset the gains associated with modernization. The energy sources XE "energy sources"  that fuel modernization – particularly petroleum XE "petroleum"  and coal XE "coal"  – threaten to undo the very progress to which they were such important contributors. 

No one foresaw this. Global warming was not even recognized as a threat until the beginning of the 1980s, just at the moment that the growth process was accelerating in Asia. It represents precisely the kind of problem that the economist Simon Kuznets XE "Kuznets, Simon"  elaborated on when, in his 1972 Nobel Prize address, he argued that negative unintended consequences were integral to the process of modern economic growth. According to Kuznets XE "Kuznets, Simon" , “all economic growth brings some unexpected results in its wake, positive as well as negative, with the latter taking on greater importance as the mass effects of major innovations are felt and the needs that they are meant to satisfy are met.”
   

Kuznets XE "Kuznets, Simon"  uses as an example the increase in mortality XE "mortality"  that accompanied the industrial revolutions of the late 18th and early 19th century. Urban death rates XE "death rates"  were higher than those in the countryside. Rudimentary urban sanitation and water supply facilities in cities meant that their residents were more exposed to infectious diseases XE "infectious diseases"  than those in rural areas. Thus life expectancy in London XE "London"  in 1841 was only 35 years, 25 in Liverpool XE "Liverpool" , and 24 in Manchester XE "Manchester" . But in the rural county of Surrey it was 44. As people relocated to urban areas in response to industrial employment opportunities, overall mortality rates tended to increase.

The point to be made in this regard, however, is that it was not necessary to renounce and reverse growth to solve the problems that development had caused. Declining mortality XE "mortality"  occurred in the second half of the 19th century in Europe and North America largely as a result of the same kind of innovative behavior that gave rise to modernization in the first place. Urban mortality rates were reduced when improved public health XE "public health"  measures affecting water quality, waste disposal, paved roads, food supply and personal hygiene significantly diminished the toxicity of urban life.
 

Seen in this perspective, global climate change XE "global climate change"  represents, much like rising mortality XE "mortality"  in the early stages of the growth process, collateral damage – the negative unintended effect of the progress associated with modern economic growth. Just as infectious diseases XE "infectious diseases"  had to be brought under control in the 19th century to allow urban-based economic growth to advance, today carbon dioxide and other greenhouse gas emissions XE "greenhouse gas emissions"  must be minimized in order to allow global economic development and the eradication of poverty to proceed without devastating climatic effects. The task that confronts contemporary society with regard to global climate change, as was the case in the 19th century with regard urban death rates XE "death rates" , is to mobilize an effective response that both solves the problem and permits continued economic growth. 

But the challenges caused by high urban death rates XE "death rates"  and global climate change XE "global climate change"  differ as well. The most important is their scale. In both the source of the problem and its impact, the global climate change problem dwarfs the urban mortality XE "mortality"  issue, confined as the latter was to geographically circumscribed areas in a relatively few countries. Today, though just a handful of countries are responsible for the bulk of greenhouse gas emissions XE "greenhouse gas emissions" , all regions of the world contribute to the problem. And though some regions will be harmed more than others, none will be immune to its negative consequences. 

It is tempting to argue that the problems caused by the extensive use of greenhouse gas-emitting fossil fuels XE "fossil fuel"  are principally the result of market failure and that overcoming that failure will be sufficient to correct the problem. And in fact, as things stand today, neither consumers nor producers are asked to pay for the full cost of the use of coal XE "coal"  and petroleum XE "petroleum" . There is market failure. The environmental costs of using fossil fuels XE "fossil fuel"  are externalized – taking the form either of environmental degradation or of taxpayers paying for clean-up efforts. With this the case it might be thought that if consumers and producers were required to pay the full costs associated with the use of these energy sources XE "energy sources" , firms would shift away from their use and employ alternative, less environmentally damaging fuels. 

This is the logic that motivates advocates of a carbon tax or a cap and trade system XE "cap and trade system" . In the first, there would be a government-imposed financial penalty for the use of coal XE "coal"  or petroleum XE "petroleum" , much as cigarette smokers incur such a penalty when they buy that product. With a cap and trade system, an increase in producer costs would also result. With this approach an overall national cap on emissions would be established, with individual firms assigned a specific permissible amount of such pollutants. Firms able to produce with emissions lower than their permitted level would be free to sell their unused allotment to firms that exceed theirs. The purchase price of the right to emit would increase the production costs of the firm buying the permit. This increase would act as an incentive for firms to identify and utilize more environmentally-friendly technologies. 

The problem is that correcting the market failure in either of these ways is socially very costly. An increase in energy costs means that the gains achieved in emissions controls will come at the expense of lost output, consumption and employment. With higher production costs, economic activity will be reduced, at least potentially putting upward pressure on unemployment and poverty rates. 

To be successful without causing economic damage, either a carbon tax or a cap and trade system XE "cap and trade system"  requires a technological complement. Alternative energy sources XE "energy sources, alternative"  have to be available at prices that are low enough so that their adoption will not substantially raise the costs of production. An effective approach to global climate change XE "global climate change"  therefore requires that both sides of the problem be addressed simultaneously. While the costs of fossil fuels XE "fossil fuel"  have to be raised, at the same time alternative technologies must be made available so that phasing out coal XE "coal"  and petroleum XE "petroleum"  will not cause an economic calamity. The brutal fact however is that to date the technologies associated with wind power XE "wind power" , solar power XE "solar power" , bio-fuels, XE "bio-fuels"  geo-power XE "geo-power"  and the capturing and storing of carbon dioxide emissions XE "carbon dioxide emissions"  have not advanced sufficiently to make them cost-effective substitutes for coal and petroleum.

Among the alternatives, nuclear power comes closest to representing a viable alternative. It does not create carbon dioxide emissions XE "carbon dioxide emissions"  and therefore promises to allow continued economic growth without contributing to climate change. Three problems however stand in the way of its replacing fossil fuels XE "fossil fuel" . The first concerns safety. This has been a particular worry since the accidents at Three Mile Island XE "Three Mile Island"  and Chernobyl XE "Chernobyl" . Second is the problem caused by the radioactive waste that is produced by nuclear energy. At the moment that waste is stored at sites close to the plants themselves, with the anticipation that ultimately it will be relocated to more secure locations deep underground. Uncertainty about the disposition of this dangerous material raises the question of whether it represents an unforeseen externalized cost, much as greenhouse gases did. Although there is the hope that advanced technology will allow this material to be reprocessed, at the moment that solution does not exist. 

The third issue is profitability. The problem here stems from the very high cost of constructing a nuclear energy facility. It is this, more than the public’s concerns over safety and waste disposal, that is responsible for the fact that in most countries nuclear power remains a minor source of energy. Globally in 2005, nuclear power provided only about 16 percent of world energy production XE "energy production" .
 Indeed, in the United States the number of nuclear operating units has declined from 112 to 104.
 A detailed academic study of the issue concludes that a big increase in nuclear power is unlikely. The authors write, “high capital cost, uncertain construction cost and potential construction and licensing delays are likely to lead private investors to require a substantial risk premium over coal XE "coal"  and gas fired power plants to finance at least the first new nuclear units.” As they put it “despite recent revived interest in nuclear power, the prospects for merchant nuclear investment in liberalized industries without government support do not seem promising.”
 

Until the inauguration of Barack Obama, the issue of global climate change had not been high on either Congressional or Presidential agendas. It is true that in response to the petroleum crises of the 1970s, the United States government did dramatically increase its funding for research and development in renewable energy sources (Table 5.1). The budget for such research, adjusted for inflation, reached a peak of over $1 billion between 1977 and 1981. But thereafter the Department of Energy’s budget for research in renewable fossil and nuclear energy declined dramatically. By 1990-93 it stood at a level of about $180 million, an 85 percent fall from its peak. Though there was a gradual upward trend in the budget for this research in the years thereafter, by 2006-08 it still totaled only $374 million, less that 32 percent of its earlier high water mark. Obviously, the government did not sustain the kind of budgetary commitment that would have been required for renewable energy technology to become a viable alternative to fossil fuels XE "fossil fuel" . The result not surprisingly is that the country remained addicted to carbon dioxide-intensive sources of energy. As the Government Accountability Office XE "Government Accountability Office"  puts it “the nation’s energy portfolio has not dramatically changed - fossil energy today provides 85 percent of the nation’s energy compared to 93 percent in 1973.”
 
Table 5.1

United States Government Research and Development Budgets for Renewable Energy Sources, 1974-2008 ($ millions in 2008 prices)

Years                             $ millions

	1974
	35,656

	1975-76
	212,725

	1977-81
	1,203,312

	1982-85
	485,061

	1986-89
	266,688

	1990-93
	182,064

	1994-97
	295,933

	1998-01
	298,023

	2002-05
	277,825

	2006-08
	373,512


Source: Computed from International Energy Agency, Data Services, http://wds.iea.org/WDS/TableViewer/tableView.aspx.
This pattern of research neglect is testimony to the power of wealth in the political process. The absence of effort on the energy technology front is not traceable to public hostility on the subject but rather to the fact that the proponents of renewable energy have not been able to pay their way onto the political agenda. Polling data on the subject consistently finds that Americans support efforts to develop alternative energy-producing technologies. Data from a 2007 study indicate that 65 percent of Americans agree that the government should be “starting a major research effort costing up to $30 billion per year to develop new sources of energy.” Gallup XE "Gallup Poll"  also found 81 percent supporting proposals for “spending more government money on developing solar and wind power XE "wind power" .” Taken as a whole these responses suggest, according to Joseph Carroll XE "Carroll, Joseph" , that “in terms of what the government should be doing, the public supports major research efforts to develop new energy sources XE "energy sources" .”


Over and against this support for energy innovation is the fact that traditional energy industries have used their wealth politically. As indicated in Table 5.2 throughout the years since 1990 (the earliest year for which data are available) individuals associated with the oil and gas and electrical utilities industries – the industries with the greatest vested interest in petroleum XE "petroleum"  and coal XE "coal"  – donated vastly more money to Congressional office-seekers than did environmentalists XE "environmentalists"  and people associated with alternative energy production XE "energy production"  and services. Though the $27.0 million contributed by the latter seems like a great deal of money, it is trivialized by the $376.3 million that came from the proponents of petroleum and coal. This imbalance in contributions existed among Democrats as well as Republicans XE "Republicans" , though to a lesser degree.

However, the advent of the Obama XE "Obama, Barack"  administration brought with it the promise that the problem of global warming XE "global warming"  might for the first time be addressed. Knowing Obama XE "Obama, Barack" ’s XE "Obama, Barack"  attitude toward environmental policy, the traditional fossil fuel users provided very little funding to his presidential campaign. The $2.7 million they donated is insignificant compared to the contributions of big donors - $43.7 million made by lawyers and lobbyists, the $39. 5 million provided by the  XE "financial insurance and real estate sector (FIRE)" finance, insurance and real estate (FIRE) sector, and the $25.5 million donated by communications/electronics.
 

Table 5.2
Federal Campaign Contributions by Selected Sector, 1990-20101 ($ millions)

	
	Total
	To Democrats
	To Republicans XE "Republicans" 

	Electrical Utilities
	134.5
	 52.5
	 82.0

	Oil and Gas
	241.8
	 58.0
	183.8

	Total
	376.3
	110.5
	265.8

	
	
	
	

	Environmentalists
	 22.2
	 20.2
	  2.0

	Alternative Energy
	  4.8
	  3.2
	  1.6

	Total
	 27.0
	 23.4
	  3.0


1 Data for 2010 election cycle as released by the Federal Election Commission, August 9, 2009.  Source: Center for Responsive Politics, “Totals by Sector,”

http://www.opensecrets.org.

Reflecting this, Obama XE "Obama, Barack" ’s administration came into office assigning a high priority to the problem of greenhouse gas emissions XE "greenhouse gas emissions" . In a speech at the annual meeting of the National Academy of Sciences XE "National Academy of Sciences"  in April 2009, President Obama XE "Obama, Barack"  declared that “our future on this planet depends on our willingness to address the challenge posed by carbon pollution” and that “energy is our great project, this generation’s great project.”
 It was in this speech that Obama XE "Obama, Barack"  announced that his administration would increase public funding for research in renewable energy sources XE "energy sources" , and that in addition it would pursue “comprehensive legislation to place a market-based cap on carbon emissions,” – a cap and trade system XE "cap and trade system" . 

But while the Obama XE "Obama, Barack"  Administration made its intentions clear, it quickly learned that it is one thing to announce a goal and yet an entirely different matter to secure the Congressional legislation necessary to achieve that objective. As of this writing only the House of Representatives XE "House of Representatives"  (but not the Senate XE "Senate" ) has passed a cap and trade system XE "cap and trade system" . And as described by John M. Broder XE "Broder, James M."  in The New York Times XE "New York Times, The" , that legislation was “a patchwork of compromises” that fell “short of what many European governments and environmentalists XE "environmentalists"  have said is needed to avert the worst effects of global warming XE "global warming" .” In order to secure its passage, Broder XE "Broder, James M."  explained, “the bill’s targets for emissions of heat-trapping gases were weakened, its mandate for renewable electricity was scaled back, and incentives for industries were sweetened.”
 

At the same time, the new administration also tussled with Congress XE "Congress"  over spending for new environmental initiatives. For example, the Energy Secretary, Steven Chu XE "Chu, Steven" , requested that $280 million be spent to create eight new research and development labs to work on clean energy solutions, but the House bill funding the Energy Department included only $35 million for that project. Similarly, though the administration proposed that $115 million be spent on a program called “Regaining our ENERGY Science and Engineering Edge (RE-ENERGYSE) XE "ENERGY Science and Engineering Edge (RE-ENERGYSE)" ,” designed to pay for educational initiatives in energy science and engineering, that program was entirely eliminated in the Senate XE "Senate"  Energy and Water Appropriations Bill.
 

While, in short, the Obama XE "Obama, Barack"  administration represented a much-needed change in the priority accorded to environmental issues, the Congress XE "Congress"  remained resistant. Initiatives were only grudgingly forthcoming and their size was far less than the problem called for, representing only scaled-down versions of ideas that had been suggested from within the environmental community. The Re-ENERGYSE program offered by the administration, for example, was much less ambitious than the National Energy Education Act XE "National Energy Education Act"  proposed by the Breakthrough Institute XE "Breakthrough Institute"  upon which it was modeled. The original idea, if enacted, would have provided federal investments “to retool our nation’s top universities and colleges as centers of research, education and workforce training in energy-related fields.”
 As such it was far bolder than anything the Obama XE "Obama, Barack"  Administration placed on the agenda for consideration or that Congress seriously considered. 


The bottleneck in Congress XE "Congress"  exists because, as Bryan Walsh XE "Walsh, Bryan"  has written in Time magazine, “the tiny renewable–power industry has little weight in Washington.”
 The proponents of renewable energy still have not been able to buy political clout in Washington DC. It remains the case that the traditional industries contribute much more to Congressional candidates than the advocates of new technologies, though the gap between the two has somewhat narrowed (Table 5-3). What has changed however is that the traditional energy industries have rebalanced their contributions between the parties. In contrast to the past, the electric utilities now provide almost as much funding to Democrats as to Republicans XE "Republicans" .  The result is that during the 2008 election cycle and notwithstanding the fact that Obama XE "Obama, Barack"  was at the head of the ticket, Democrats received almost three times more money from the fossil fuel-intensive industries than they did from environmentalists XE "environmentalists"  and their industry allies ($18.0 million compared to $6.7 million). A deep bi-partisan bias, fueled by campaign contributions, against renewable energy thus continues in the Congress.

The fact that environmentalists XE "environmentalists"  provide almost no funding to Republicans XE "Republicans"  reflects both the antipathy of members of that party to the Green XE "Green, John C."  movement and the fact that the latter has pinned its hopes on Democrats becoming will be receptive to their cause. Thus alternative-energy advocates Ted Nordhaus XE "Nordhaus, Ted"  and Michael Shellenberger XE "Shellenberger, Michael"  write: “the time is ripe for the Democratic XE "Democratic"  party to embrace a new story about America.” They argue that solving the problem of global climate change XE "global climate change"  should be an important element in that narrative.

Table 5.3

Federal Campaign Contribution to Democrats and Republicans XE "Republicans"  by Selected Sector, 2008 ($ millions)

	
	Total
	To Democrats
	To Republicans XE "Republicans" 

	Electric Utilities
	 20.7
	  9.9  
	 10.8

	Oil & Gas
	 35.4
	  8.1  
	 27.3

	Total
	 56.1
	 18.0
	 38.1

	
	
	
	

	Environmentalists
	  5.6 
	  5.3
	  0.3

	Alternative Energy Production and Services
	  1.9
	  1.4
	  0.5

	Total
	  7.5
	  6.7
	  0.8


Source: See Table 5.2
But the experience of Obama’s XE "Obama, Barack"  Democratic XE "Democratic"  administration suggests that grounds for optimism in this regard are not secure. There is no doubt about the need. But because Democrats receive massive funding from fossil fuel users, they have shown themselves to be less than reliable in supporting the programs and funding on a scale that corresponds to the magnitude of the problem. 

The reality is that what is required is a huge level of public research and development investment with regard to renewable energy. Such an effort will necessarily take the side of new and potential start-up firms against the entrenched interests of already-existing large corporations in the fossil fuel-using industries. The latter will continue to resist. One of their most powerful tools is to make some of their wealth available to the campaigns XE "campaigns"  of politicians who side with them. The decision about an investment program in alternative energy technologies is necessarily a political and legislative one. People associated with the coal XE "coal"  and petroleum XE "petroleum"  industries can be expected to persist in their effort to influence both the composition of the Congress XE "Congress" , and how members vote on this issue. The success the coal and petroleum industries have had in applying the brakes to Obama XE "Obama, Barack" ’s XE "Obama, Barack"  environmental agenda is precisely what we can anticipate in our “pay to play” political system. 

The struggle to develop non-polluting energy will therefore have to extend beyond normal partisan politics. Confronting the power of private wealth to shape the policies that emerge from the political process is critical, no matter which party holds the presidency or is dominant in the Congress XE "Congress" . It is possible to offset environmental damage without consigning the poor to permanent penury. But the way forward will require a political movement able to overcome the formidable ability of wealthy special interests to block change. 
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