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Energy And Climate Policy

Climate Distorting U.S. Energy Policies

Editor’s Note: The following isthe
second of two parts on climate change
and U.S. energy policy. Part one, which
examined the science of climate change,
ran in the August issue of The American
Oil & Gas Reporter.

By S. Fred Singer

ARLINGTON, VA .-Thereisno ques-
tion that the exaggerated concern about
globa warming is distorting energy policy
in the United States, and indeed through-
out the world. The United Nations Inter-
governmental Panel on Climate Change,
most of the media, and almost al politi-
cians have demonized carbon dioxide asa
pollutant whose emissions have to be re-
duced.

It issignificant that proponents of an-
thropogenic global warming (AGW) have
largely ignored natural climate influ-
ences, principally from changesin solar
activity. Yet the evidence is overwhelm-
ing that such natural factors control the
climate and that the greenhouse effect
fromrising carbon dioxide, while certain-
ly present, isinsignificant and as yet un-
detectable.

Thesescientificfactshave not yet pen-
etrated to decision makers and we find,
for example, both the Republican and De-
mocratic candidates for president calling
for bureaucratic controls on CO, emis-
sions. Even President Bush hasgiven way
partially to AGW activists' pressure and
sponsored a bewildering number of pro-
grams, mainly under the auspices of the
White House Council on Environmental
Quality (CEQ) and the Department of
Energy. While the ostensible purpose of
these policiesisto reduce oil imports as

well as CO, emissions, the net effect has
been to waste tax dollars and increase en-
ergy costs.

Energy And Climate Policy

Aspresented by CEQ Chairman James
L. Connaughton in April, U.S. policies
appear to be dominated by concern about
AGW and reducing greenhouse gases,
which istotally unjustified, in my view.
Their twin goal is“long-term global . . .
GHG reduction, consistent with econom-
ic growth.” Thisisgoing to be difficult to
achieve, since schemes to control green-
house gases inevitably raise the cost of
energy.

Thereisno explicit mentionin CEQ’s
statement of increasing domestic oil and
gas production, new refinery construc-
tion, or of nuclear reactors as a carbon-
free and proven technology to generate
electricity.

A CEQlisting of U.S. mandatory pro-
grams since 2001 estimates they will re-
duce GHG emissions by 6 billion-10 bil-
lion tons by 2030, but says nothing about
reducing the amount of imported oil.

Most of the mandatory programs listed
have little to do with reducing oil imports
or increasing energy security. For exam-
ple, there arelighting efficiency (including
using mercury-containing fluorescent light
bulbs), appliance efficiency (including 45
new standards), accelerated phase-out of
hydroflourocarbons (originally mandated
to reduce ozone depletion), mandating that
utilitiesuse acertain percentage of “ renew-
able power,” building codes, and “ manda-
tory efficiency standards and renewable
fuel usein government operations”

All these may well be desirable, but
they have little impact on oil imports and

energy security. The two programs of
possible relevance are renewable fuels
(which, however, may require as much
imported energy as they save, and may
not even reduce total CO, emissions) and
vehicle fuel economy standards, which
are being achieved by consumer choice
asaresult of high ail prices.

The CEQ presentation shows that $45
billion of federal funds have been spent
on climate change since 2001—about $15
billion for science, $22 billion for tech-
nology, and the rest for tax provisions
and international expenditures. In addi-
tion, $42.5 billion in loan guaranteesis
now available, and a significant propor-
tion of the $50 billion 2008 farm bill is
devoted to climate change.

Limited Progress

So what has been the return on thein-
vestment so far?

TheU.S. Scienceand Technology Pro-
gram since 2001 has supported renewable
fuels, including biodiesel, ethanol and hy-
drogen, which are judged to be of little
use. It is still not known whether cellu-
losic ethanol will yield an economic re-
placement for gasoline. Much of the pro-
gram has been devoted to advanced solar
and wind energy, which at best is going
to replace some of the electricity that is
more easily and cheaply produced by do-
mestic coal and nuclear reactors.

Probably the worst of the programs
tries to encourage carbon capture and se-
questration (CCS). It islikely that up to
half the output of power plants will be
spent on capturing and sequestering harm-
less and nonpolluting carbon dioxide.

The U.S. government program has es-
tablished numerous “domestic partner-
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ships’ and international initiatives in
“global action programs” and “technol-
ogy advancement.” It isdifficult to judge
what benefits, if any, these partnerships
will produce beyond proliferating con-
ferences and travel.

Statistics provided in Trends on Total
CO, Emissions, 2000-2005 indicate the
United States is in fourth place behind
Germany, the United Kingdom and Rus-
siaon the “most improved” scale, with
an increase of 12.6 percent in real gross
domestic product and only a 2.0 percent
increase in CO, emissions. It is signifi-
cant to note that in this same period, Ger-
many reduced its emissions by 1.6 per-
cent, but has the lowest increase in GDP
(3.2 percent) of all the nationslisted. The
conclusion is clear: The best recipe for
reducing CO, isto stop economic growth
and produce a recession.

In comparison to White House poli-
cies, an open |etter to the next administra-
tion and Congress by the U.S. Chamber
of Commerce’s Institute for 21st Century
Energy spells out a somewhat better pro-
gram. It stresses domestic drilling to in-
crease U.S. oil and gas production and the
aggressive expansion of nuclear power.

On the other hand, the self-appointed
National Commission on Energy Policy,
with support from liberal foundations,
concentrates almost completely on con-
trolling CO, emissions.

Distorting Energy Decisions

A rational energy policy starts with
the realization that natural factors con-
trol the climate, and the human contribu-
tion is relatively minor and hardly de-
tectable. In other words, carbon dioxide
isnot a pollutant and any attempt to lim-
it itsemission is pointless and very cost-
ly—in addition to being quite ineffective
aslong as Chinaand India keep building
coal-fired power plants.

On the contrary, since CO, isaso the
basic plant food, higher levels of atmos-
pheric CO, promote more rapid plant
growth, and improve agricultural crops
and forestry. Inany case, thereareanum-
ber of economic studiesthat demonstrate
that a somewhat warmer climate is, on
thewhole, beneficial to human healthand
welfare.

In my article on the science of climate
change in the August issue of The Amer-
ican Oil & Gas Reporter, | displayed the
evidence for natural forcing and against
any appreciable anthropogenic contribu-
tion to global warming. Briefly, it con-
sisted of comparing the pattern of warm-
ing calculated from climate models with
the pattern actually observed in the at-
mosphere.

TABLE 1

Main Conclusions
of NIPCC Report

Nature, not human activity, rules
the climate.

The human contribution to warming
is minor.

Climate models overestimate the
effect of greenhouse gas warming

Natural forcings may account for
observed climate change.

Carbon dioxide is not a pollutant.
Current climate changes, including
sea level rise, are not unusual.

Global warming would not produce
more hurricanes or severe storms.

Global warming will cause more rain
and fresh water.

A warmer climate and more CO,
improve crop growth and increase
prosperity.

The strong disparity between the two
is interpreted to mean that AGW is so
small as to be undetectable. Thisis not
to deny the existence of the greenhouse
effect; it simply means that the climate
models greatly overestimate the impor-
tance of greenhouse gasesin controlling
climate.

We also showed in part one that cli-
mate models do not properly include a
negative feedback within the atmosphere
that diminishes the effects of CO,. Fur-
thermore, the models do not include the
natural forcing from internal oscillations
of the atmosphere-ocean system and the
even more important contribution from
variations in solar activity.

These scientific matters that contra-
dict the conclusions of the IPCC are ful-
ly explained in the NIPCC's report, Na-
ture-Not Human Activity—Rules the
Climate (www.sepp.org/publications/NI-
PCC _final.pdf). Table 1 providesthe pri-
mary conclusion of the report.

CO, Mitigation

Turning briefly to the various energy
sources that AGW activists tend to tout
as replacements for fossil fuels, agood
placeto start is by noting the counterpro-
ductive effect biofuels from corn or oth-
er food crops are having. They have
raised the price of all food products, in-
cluding meat, eggs and milk.

Meanwhile, they do not substantially
reduce CO, emissions. In fact, investiga-
tions show that overall emissions of CO,
may actually increase when one takes
into account the use of marginal agricul-
tural land and the destruction of forests
to grow crops for biofuels.

Biofuels made from waste agricultur-
a materials are still in the research stage
and may not become economic. Certain-
ly, present biofuel production is uneco-
nomic and depends entirely on govern-
mental subsidies.

Using hydrogen as a transportation
fuel isfeasible in principle, but prohibi-
tively expensive in practice. Its storage,
distribution and handling infrastructure
problems are daunting. Furthermore,
considerable energy islost in producing
hydrogen, no matter what method isused.

The primary hydrogen feedstocks are
methane, which can better be used direct-
ly as a transportation fuel, or the elec-
trolytic dissociation of water. If nuclear
energy is used to produce the electric
power, there may be some reduction in
CO, emissions, but we aready have con-
cluded that is not important enough to
justify hydrogen.

Energy fromwind and solar iscertain-
ly possible, but of little actual value for
supplying large quantities of electricity.
Both methods are intermittent, requiring
standby generation capacity, and they
consume large areas. The electricity they
produce requires subsidiesto be econom-
ic. But most importantly, electric power
generationisnot aproblem sincewehave
essentially unlimited secure coal and nu-
clear power available.

Probably the worst of al the “clean”
technol ogies suggested is carbon capture
and sequestration. Fortunately, CCS is
still in the research stage and may never
come to fruition. It is very costly, con-
suming up to half the electricity pro-
duced. (Note that the use of “clean” in
clean technologies seems to mean “no
CO, emissions” Thischoice of wordses-
sentially mislabels CO, as a pollutant.)

Finaly, we have nontechnological
waysto limit CO, emissions, such astax-
es and cap-and-trade schemes. The two
methods are essentially equivalent, but
politicians don't like to vote for taxes,
which aretoo transparent, so they put the
burden on industry by requiring cap-and-
trade, which forces companiesto passthe
costs along to consumers.

Probably theworst ideaisto have cap-
and-trade with “soft caps,” which allows
politiciansto raise the cap whenever they
believe costs are running too high. One
may think of this as the full employment
act for lobbyists.

A Rational Energy Policy

The nation’s goal should be to make
energy cheap and secure. Lowering en-
ergy costs promotes economic growth
and advances societal goals of greater



prosperity and a safer and cleaner envi-
ronment. A rational policy accepts the
fact that fossil fuels and CO, present no
threat.

A rationa energy policy for the Unit-
ed States must make increased use of do-
mestic coal. Itissecureandrelatively low
cost. Today’s technology allows us to
burn coal and capture almost all the re-
sulting pollution, making coal a“clean”
fuel. (Theword “clean” is often misused
these days to mean low CO, emissions,
but CO, is not toxic, noxious, nor harm-
ful in any way.)

Coal plants have become more effi-
cient at converting Btusinto electric en-
ergy. Aswemovetoward integrated-gasi-
fication, combined-cycle technology, the
efficiencies can approach 60 percent or
higher, particularly when co-generation,
which uses the waste heat, is included.

Nuclear generation, at least in the
United States, hasbeen bedeviled by high
capital costs. But these can be lowered
considerably by streamlining the licens-
ing process and eliminating the delays
that arise from litigation against con-
structing nuclear reactors. Considerable
cost savingsalso can be achieved by stan-
dardization and, most importantly, by
factory production of major components
rather than onsite construction.

There are awide variety of reactor de-
signs available throughout the world:

e Pressurized-boiling water reactors;

e A Canadian design that uses heavy
water;

e High-temperature, gas-cooled re-
actors;

e Pebble fuel, which was pioneered
in South Africa and is finding applica-
tionsin China; and

e Anultrasafereactor of Swedishde-
sign known as PIUS.

All these designs work well, but stan-
dardization would help reduce costs.

Operating costsfor nuclear reactorsare
relatively low. Low-cost uranium is quite
abundant and much nuclear material is
available from the reduction in nuclear
weapons. Nevertheless, fuel prices will
rise as these low-cost sources are depl et-
ed. It istherefore essential to plan for this
eventuality.

Breeder reactors would convert non-
fissionable uraniuim-238 into fissionable
plutonium. Hybrid fusion/fission reac-
tors would use neutrons from fusion or
other sources to achieve the same pur-
pose.

Finally, we havethe possibility of con-
verting plentiful thorium into afission-
able material to serve as areactor fuel.
Theseareall areaswheregovernment can
play an important role in stimulating the

necessary research to take care of needs
for decades and centuries.

Role Of Natural Gas

Natural gas should not be used as a
boiler fuel to generate electricity. This
has come about mainly because of their-
rational desire to reduce CO, emissions.
A rational energy policy would phase out
this use of natural gas and reserveit for
other applications, such as transporta-
tion, whereit can reduce the need for im-
ported oil.

Gas-fired electric generation can be
replaced by much cheaper coal or nuclear
plants. The massive use of wind power,
as suggested by T. Boone Pickens, is un-
likely to be economic and would require
subsidies.

Natural gasisrelatively plentiful and
securein the United States, and addition-
al supplies can be imported by pipeline
from Canada and Mexico. But there is
much natural gas onshore and offshore,
provided Congress removes barriers to
exploration. It seemsirrational to forego
domestic production and import lique-
fied natura gas from insecure sourcesin
the Middle East in tankers that can serve
astargetsfor terrorists. Thisisnot to men-
tion the high costs of liquefying, trans-
porting and regasifying LNG.

Special mention should be made for
handling stranded gas. Perhaps the best
method for utilizing this resourceisto
convert it into synthetic gasoline, di-
methy! ether, or methanol. All of these
are excellent transportation fuel sthat can
lower the need for imported oil.

Research is essential for exploiting
the huge resource of natural gaslocked
intheform of methane clathratesin ocean
sentiments.

Petroleum For Transportation

Oil isanideal fuel because it can be
used for almost every application, from
power production to transportation. The
problem is our increasing rate of imports
and the consequent outflow of dollars.
The remedies are mainly up to Congress,
which hasbeenresisting White Houseini-
tiatives to explore and produce oil from
the Arctic National Wildlife Refuge, and
from other public lands on- and offshore.
Conservative estimates place potential re-
serves as high as 70 billion barrels, worth
$10 trillion at today’s prices.

Besides conventional crude oil, there
are other hydrocarbons that can serve as
transportation fuels from tar sands, oil
shales, and from converting coal to lig-
uids. All these processes are costly, but
may become economic if theworld price
of oil remains high. Such fuels may re-

quire special processing and therefore
new refinery construction.

Finally, Congress can do a great deal
to make domestic oil production more ef-
ficient and secure. The leasing process
can be streamlined. A variableimport fee
can provide a floor to protect domestic
oil pricesto guard against manipulation
by foreign producers.

Congress may aso haveto review the
way in which government manages the
Strategic Petroleum Reserve. It iswell
recognized that the SPR does not provide
specific protection to U.S. consumers,
but that releasing oil simply lowersworld
prices for a short time. A rational SPR
policy would consist of “buying low and
selling high.”

It isvery clear that the so-called en-
ergy crisisin the United States is basi-
cally therising rate of oil imports from
countries that do not share our political
goals of liberal democracy. While true
energy independence probably cannot be
achieved, much can be doneto reducethe
rate of imports, first by increasing do-
mestic production, but also by reducing
demand.

A partial solution for fleet vehicles,
buses and most trucks may be to substi-
tute compressed natural gas, dimethyl
ether, or methanol for gasolineand diesel.
This could be done without raising the
cost of infrastructure appreciably.

The most radical approach isto move
to hybrid-electric and/or plug-in cars. It
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may turn out that families will own two
cars: one for family trips and the other
for in-town commuting, shopping and
similar applications.

Many policy approaches are available
to improve conservation and reduce traf-
fic congestion. Note that all the policy

steps discussed have nothing to do with
“saving the climate” or limiting CO,
emissions. We are simply talking about
improving efficiency, conserving re-
sources, and advancing national security.

Policies that are not constrained by
AGW fears can lower the cost of energy

and thereby advance economic growth.
They also will reduce oil imports and the
need for LNG, providing more security
and improving the U.S. trade balance. Fi-
nally, they would lower urban pollution
and congestion, and provide abetter qual -
ity of life. a



