Environmental Justice

And Pollution Credits Trading Systems

Current Situation:

· Jeremy Bentley is an executive v.p. for West Coast operations of Westco Oil Co.

· He is proud of environmental accomplishments

· Long Beach refinery had reduced emissions.  Oil spills at marine terminal in El Segundo had been reduced

· He was aware of the EPA’s “environmental justice campaign” 

· He was shocked when confronted with the initiatives by the environmental justice movement…they struck at the heart of the evolving system of pollution control in LA and elsewhere in this great country called the US of A

· The credit trading system emphasized attaining environmental goals using the least costly means of abatement.  Achieved goals with least cost to society

· The system is implemented by the South Coast Air Quality Management Board (AQMD)

· AQMD had supported the development of the markets in credits.

· Under one part of the program auto scrap yards could buy high pollution vehicles and receive a credit that they could sell to the AQMD, an eco group, or a company

· July 1997, Environmental groups and advocates for low-income groups, led by Communities for a Better Environment, filed lawsuits seeking to force the EPA to rescind the authority granted to the AQMD and the California Air Resource Board.

· One focus was on the purchase and scrapping of old high pollution vehicles

· One lawsuit was brought against Westco and four other oil companies alleging that residents had been exposed to harmful hydrocarbon emissions because the co.’s violated the federal Clean Air Act by failing to reduce emissions.  Instead many purchased the pollution credit from low cost abaters and they also “earned” credits by purchasing and scrapping 7,400 old cars.  In fact, Unocal operated a subsidiary, Eco-Scrap, that bought old cars for companies that want to earn pollution credits.  Westco was a leading purchaser of pollution credits.

· Another lawsuit by the Center on Race, Poverty, and the Environment, the NAACP, and the Communities for Better Environment alleged that pollution credit system violated the civil rights of minorities, by subjecting their communities to high levels of health-threatening pollutants, and cited Civil Rights Act of 1964, that prohibits discrimination in programs receiving federal funds.

· As the groups and lawyers filed the lawsuits, they also held a press conference

· At the press conference local residents told anecdotal stories of the harmful effects of the pollutants.  They included a fifth-grade girl with health problems all the way up to a 69-year-old lady who insinuated that her daughter had leukemia because of the pollution. 

· The attorney described the credits as the equivalent of “thousands of cars idling at each marine terminal”

· In response, an AQMD spokesman stated that the agency did not believe that emissions were higher than before the pollution credits trading system was created.  And that they were in full compliance with federal law.

· Our friend, Jeremy Bentley of Westco, was faced with moral accusations, lawsuits, and community pressure.  He wanted to

· First, evaluate the moral claims being made

· Then if the claims are morally supported, asses if the claims did warrant a change in Westco’s environmental protection programs.

· Also, he pondered if he should meet with the residents and activists to see if there was a common ground

Environmental Justice:

· Environmental Justice campaign started with concerns raised by activists that the poor and minorities were disproportionately affected by pollution.  Since housing prices were lower near industrial areas, low-income individuals located in those areas.

· 1992, EPA issued a report raising the Environmental justice issue

· 1994, President William J. Clinton issued an executive order directing federal agencies to ensure that public health and environmental programs were nondiscriminatory and provided environmental justice

· Environmental interest groups opposed the use of pollution credits for three main reasons

· Suspicious of using incentive systems to control a social bad

· Preferred uniform command-and-control regulations that forced a direct abatement requirement on all pollution sources and hence would reduce pollution in every locale rather than different levels of abatement across locales.

· Third, more fundamentally they preferred lower emissions than mandated by legislation and the EPA.

· Both President William Jefferson Clinton and V.P. Albert Arnold Gore Jr., embraced both the concept of environmental justice and the use of pollution credits trading systems.

· 1997, US court of Appeals gave individuals the right to challenge state environmental permits.

· The environmental justice movement met with increasing opposition as business groups and members of Congress became concerned about the objectives of the movement and the consequences of the policy.

· The U.S. Chamber of Commerce and the National Black Chamber of Commerce led a campaign to revoke the EPA’s environmental justice program.

· They believed the EPA was exploiting the Civil Rights Act and exploiting the black communities in an attempt to gather a vocal constituency.

· Also believed that it would drive away jobs in minority areas and would hinder attempts by cities to attract businesses to “brownfields,” industrial sites most of which are located in inner-city areas.  

· U.S. conference of Mayors spoke out against the EPA’s environmental justice program.

· Congress also took interest in the EPA program.  

· Appropriations Committee inserted language in the EPA’s 1999 appropriation barring it from taking any new civil rights actions. 

· House Commerce Committee launched an investigation into the EPA’s environmental justice program

Pollution Credits Trading System:

· For decades economist and business leaders had advocated the use of pollution credits trading systems to achieve environmental objectives at the least cost to society

· Systems implemented in the Midwest and Northeast for sulfur dioxide and nitrogen oxides

· Several systems in place in So-Cal to control a number of pollutants

· Other states considering the system

· To further illustrate the system vs. command-and-control approach consider:

· Objective to reduce hydrocarbons by 50% in the oil industry in LA

· Under Command-and-control all pollution sources would be required to reduce their emissions by 50%.

· Under trading system, an emitter with low costs of abatement that reduced its emissions below the number of permits it was allocated could sell its excess permits.  Thus low-cost abaters would reduce their emissions by more than high cost abaters, allowing environmental objective to be achieved at the lowest total cost.

· In designing a pollution credits trading system, an important factor is the geographic region the system will cover.  The basic principle is that the region include those affected by the emissions.

· Two more classes left!

