U.S. Cap-and-Trade Without International Action:
All Pain and No Gain

The purpose of global warming legislation, including cap-and-trade, is to reduce emissions and concentration of
greenhouse gasses (GHGs). The American Clean Energy and Security Act includes cap-and-trade to limit U.S.
emissions unilaterally, without regard to whether other countries take similar measures. Action by the U.S. alone,
however, would not significantly reduce global concentrations of GHGs — failing to achieve its environmental
objective — while inflicting American families with higher energy costs and fewer jobs.

As of 2005, 20 nations combined to release more than 70 percent of global emissions." Those 20 countries include
many developing countries whose emissions since 1990 have increased dramatically, including China (up
100.8%), India (68.1%), Brazil (47.3%), Indonesia (78.0%), Iran (131.3%), South Korea (78.6%) and South
Africa (26.4%)." By contrast U.S. emissions have increased by only 16.6 percent in that time frame, while the
U.S. is emitting less per unit of economic outcome." Since 1990, the share of developing countries” emissions
has increased, while developed countries’ share has declined.

Share of Global Emissions"

Source 1990 2005 Change

Developed countries 58.6% 45.9% -12.7%
Developing countries 38.1% 47.4% +9.3%

Rank Source Emissions (millions of tons of carbon dioxide equivalent, 2005)"

1 China 1,970

2. United States 1,901

3. EU-27 1,378

4 Russia 535

5 India 506

It is clear from this data that unilateral U.S. action, and even action by all developed countries, will not achieve
the purpose for which it has been proposed without action from developing countries.

What’s more, last year, in its analysis of the Lieberman-Warner cap-and-trade
(@ Globs! CO, Concentrations MinicAl ||, EPA published a chart showing that a U.S. cap-and-trade scheme, adopted
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to adopt their own measures, three of the world’s top five emitting sources have
o categorically stated their intent to reject meaningful emissions limits. China, the
T — world’s number one emitter, stated that “it is not possible for China to accept a
binding or compulsory target.”"" Russia, the number four emitter, has called the
emissions target “unacceptable, and probably unattainable.”™ India, the number
five emitter, has said, “India will not accept any emission-reduction target — period.”™ With comments like these,
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it is not surprising that President Obama and the G-8 have failed to convince the world’s biggest developing
nations to agree to a 50 percent global reduction in emissions, even with developed nations, including the United
States, pledging to reduce their own emissions 80 percent. It is unclear how the G-8’s goal of reducing )
emissions can be accomplished without significant reductions by developing nations such as China and India.*"

Moreover, developing nations have explicit carve-outs in the United Nations Framework Convention on Climate
Change, which notes that: “the largest share of historical and current global emissions of greenhouse gases has
originated in developed countries, that per capita emissions in developing countries are still relatively low and that
the share of global emissions originating in developing countries will grow to meet their social and development
needs[.]”"

But while global reduction in GHGs would not happen, unilateral U.S. action would likely devastate
manufacturing and cause significant job losses due to companies relocating away from the U.S., still the world’s
top manufacturer. Because the U.S. will face higher production costs in the form of more expensive energy and
tougher regulations, lower-cost countries without emissions caps such as China, India and Mexico will have a
competitive advantage. Not only would the job losses be significant, but a phenomenon called “carbon leakage”
could end up making unilateral U.S. action a lose-lose proposition by maintaining or actually increasing global
carbon emissions. For example, some estimate that steel mills in China release at least two times more CO, per
ton than American mills.” (The environmental record of Chinese steel overall is hardly exemplary, either.)
Exporting jobs and manufacturing is bad enough, but doing it for no gain — and likely harm — makes unilateral
cap-and-trade particularly unwise.
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