Chapter 5 (part I)

    

The National Energy Strategy Emerges (Scathed)

     Summary

( President Bush’s National Energy Strategy (NES) took final shape around October of 1990 during the military lull between Operation Desert Shield – the protection of Saudi Arabia – and Desert Storm, the liberation of Kuwait.

( Department of Energy (DOE) staff, at the bequest of Deputy Energy Secretary Linda Stuntz, gave member agencies of the Economic Policy Council (EPC) Working Group briefing books containing summary analysis of 67 NES options and asked to take positions and vote on each of them. Although the responses from agencies generally opposed most environmentally-friendly measures that might reduce carbon dioxide emissions, some agencies responded in surprisingly un-Republican fashion, including the Department of Commerce, which supported reform of the CAFE laws, a high gas guzzler tax without corresponding rebates for gas sippers, and tax incentives for users of mass transit.

Other issues included: oil import fees, gas taxes, environmental issues, energy diversification


( DOE policy staff considered putting forth a strategic vision, but after hearing EPC concerns and that President Bush was disdainful of what he called “the vision thing,” a more omnibus package of proposals that allowed the president to exercise the equivalent of  a line-item veto was pushed. Chief of Staff John Sununu reinforced this option-by-option decision-making model to Secretary of Energy James D. Watkins. However, Troika members – a term coined during the Reagan era to describe cabinet agencies whose positions controlled final policymaking decisions within the cabinet and usually, but not always,  in the White House – clashed with White House staff over what form the document should take.

 ( Stuntz didn’t want DOE staff crafting the equivalent of a national energy strategy because she thought Troika would favor only the policy options they supported, and that it would seem like central government planning (an un-Republican ideal). Watkins had no problem with the absence of a strategic framework and felt that NES would be rejected by the public and Congress if perceived to be tilting too far in either the direction of conservation or production.


( Unexpectedly, a strategic vision was forced by EPC Executive Secretary Olin Wethington who on his own initiative and without consultation with the DOE, drafted a document he titled “Framework Paper: The National Energy Strategy.” He faxed it to Stuntz telling her it was merely “illustrative.” A battle of wills ensued over NES with Stuntz and Wethington who exchanged numerous policy framework papers and received others from opportunistic agencies and departments taking advantage of DOE’s apparent loss of control.

( On Nov. 16, 1990 a paper transmitted to EPC members called “A Framework for Consideration of Options” contained nothing resembling a strategic vision. Instead, it defined the NES debate by the four key areas of policy to be considered by the cabinet. The essential parts of the paper were instructive for the conceptual terms of reference by which Troika wanted the cabinet to decide national energy policy generally and NES options specifically. In the end, the paper contained a lot of analytical detail and provided to members of the cabinet a concise decision-making tool. It was viewed as a very objective document.


( The following list contains the four key policy areas included in “A Framework for Consideration of Options” paper and a brief synopsis of each issue at hand.


I. Energy Security: Reducing Dependence on Unreliable Suppliers

Issue: To What extent, and by what means, should the U.S. seek to reverse or slow the trend towards increased dependence on insecure energy supplies?


Options for increasing energy security:

1. increase domestic production

2. improve efficiency of markets

3. increase efficiency of use

4. promote production and use of alternative fuels

5. reduce vulnerability to oil market disruptions

II.  Electricity: Enhancing Efficiency of Electricity Markets.

Issue: To what extent, and by what means, should the federal Government seek reform of the statuatory and regulatory regime that governs electricity generation, transportation and use? (electricity is largest growing sector)

Options for enhancing efficiency of Electricity Markets:

1. increase supply competition

2. increase fuel and technology diversity (clean coal, renewables, solid waste energy plants, hydro, etc)

3. enhance and assure efficiency investments


III. Environment: Balancing Energy and Environmental Objectives.

Issue: To what extent, and by what means, can the Nation’s commitment to a cleaner and safer environment be reconciled with the need for adequate supplies of energy at reasonable cost? (Climate change is a major concern here!)

Options for balancing energy and environmental goals:

1. adopt the NES options as a key element of the U.S. strategy for addressing GCC concerns.

2. enhance research to reduce uncertainty regarding climate change
3. impose taxes on carbon content of fuels

4. require energy impact statements from environmental regulations
5. emissions trading markets

6. adopt regulatory changes encouraging industries to minimize waste

7. ensure that regulation of radio-nuclides reflects health impacts


IV. Science and Technology: RD&D, Technology Transfer, Education.

Issue: To what extent should Federal Research, Development & Demonstration (RD&D) priorities be realigned, and by what means should research results be transferred to the provate sectgor, in order to sustain NES and other economic and nvironmental objectives? How should the federal government contribute to improving science and math education?


Options for Science and Tech R&D and Education

1. invest in maintenance of basic research facilities at nat’l labs

2. redirect applied R&D priorities to match NES objectives

3. reform nat’l technology transfer services

4. federally support export of energy technologies

5. expand federal math and science education initiatives

The framework was reluctantly admitted—the interdepartmental process produced a relatively unbiased guiding document.


( The Bush administration’s EPC met on Nov. 19, 1990 to begin the process of determining for the nation a new course on energy. Watkins told those on hand that the president, who would reside over the next two meetings, wanted “energy at reasonable prices, a safer and healthier environment, a strong economy, and reduced dependence on unreliable oil suppliers.” The first meeting was used primarily to eliminate options unworthy of further consideration.

( The second EPC meeting on NES produced a framework paper on energy security that ignored how the U.S. should deal with its eroding oil supply or trade relief from foreign suppliers. Numerous subsequent DOE proposals were brought forth with the most sweeping relating to the suggested development of alternative transportation fuels.

( Most importantly, the second EPC meeting exposed the deep divisions among the president’s principal adviser over their assessment of the political costs and benefits. Although some measures were left unresolved, many controversial issues were resolved, including Artic National Wildlife Refuge (ANWR) and Outer Continental Shelf (OCS), prompting a flood of protest calls to the DOE office.


( The third EPC meeting, which focused on R&D strategy, produced an initial draft summary titled “A National Strategy: Setting the Course on Energy.” It charted a course for reduced vulnerability to oil disruptions, a more efficient and technologically diverse electricity sector, an unconstrained natural gas industry, enhanced environmental quality, and availability of ample supplies of reasonably priced energy to fuel a growing economy. It also played heavily on the Iraq crisis. Overall, the paper incensed Sununu and prompted a contentious next meeting. Against the endorsement of Watkins, who thought the proposal should be forwarded to the president, Sununu said it was unacceptable because it was inconsistent with the administration’s commitment to market policies.


( One media reports the next day read: “Bush’s top economic aides threatened to freeze the entire national Energy Strategy, which Watkins has spent 18 months preparing, until the energy conservation proposals are dropped.” The stage was set for a Dec. 21 meeting with President Bush, who would be left to arbitrate the differences between the Troika and Watkins. 

Stagliano Chapter 5B

No real consensus exists as to what to bring to the President.  Melby of the NSC revises Summary Strategy Paper and defines the contentious provisions of the National Energy Policy:

1. a) Remove the cap on CAFÉ incentives paid to manufacturers. 

b) Expand the use of alternative fuels in industry; “fuel-flexible”

2. Reform the hydro-licensing process to promote hydro.  

Deregulate the licensing of small dams (<5 MW).

3. Phase out federal subsidies to power marketing administrations (PMAs)

(electricity was being sold below cost, which encouraged consumption.)

4. Give the renewable energy tax credit to producers rather than investors ($.02/kW). 

5. Eliminate tax of utility efficiency rebates.  (IRS had been taxing rebates to customers as “income”).

6. Extend appliance efficiency standards to lighting and require labeling for fixtures.

December 21st 1990 the strategies were presented to the President.

· Opposes 1a, 4

· Initially unsure of 5, 6, but eventually opposes  

· Agrees in principle with 2, 3, but fears implementation.  

· Favors 1b 

After President makes his final decision, Watkins appeals, fearing the plan will look unbalanced in favor of the economy, against the conservation.  He suggests including a more modest renewable energy tax credit than the one the president rejected, he had already agreed not to fight the removal of CAFE standards.  President doesn’t accept appeals.

Released to Government Departments. Reactions:

· White House Council on Environmental Quality- not enough conservation strategies.

· Council of Economic Advisors (CEA)-approved of the market reliance, thought it balanced economic and environmental.

· Treasury-approved but thought it needed more of a statement on the role of markets.

· Security Council- didn’t like the mention of Iraq, foreign policy concerns.

· OMB- liked the plan, but believed it made it look like the President’s past reliance was bad. 

· DOJ- likes the market-based approach.  Thinks this will ultimately benefit the environment.  

· Department of the Interior-felt it needed more of a focus on the benefits of domestic oil production. 

President abolished FERC and let DOE take duties.

Announced Energy Plan to the Public on February 20th.  Then up to Congress to legislate.
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