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SLIDE 1: Title Slide

Good afternoon.

As you can see, I have Magritte’s painting “Clairvoyance” as the theme for my remarks today. It captures the challenge that we face when we try to look into the future. The reason I am here in this retreat is...you. The attendee list includes policy makers and visionaries    -   maybe even a painter.

SLIDE 2: Overview

I’ll begin my remarks talking a little bit about the egg...and the incubator system for environmental technology. I plan to show several lessons learned with examples from our experience.  Finally, I’ll talk about the canvas and a vision for advancing a new system for environmental technology.

SLIDE 1A: PURPOSE and AIM

I think it is important to have a direction. My quest is a System which provides a  “healthy and sustainable environment” for the world

SLIDE 3: Where We’ve Been

In most countries, air environmental policy initially came about as a result of citizens reacting to environmental disasters. They turned to government for help. Typically, government reacted by implementing a command and control program with provisions for monitoring and reducing emissions. –    Prescribing steps to be taken to achieve environmental goals. Under this approach while affected industries may have been asked for input, final determinations as to how environmental goals can be achieved is reserved for the government. 

SLIDE 4: The Big Stick

In our experience most industries resist the initial attempts at regulation. As a result, these industries may be viewed by both government and the public as “the enemy.” Typically, the only incentives found in these policies are negative (fines for violators). In fact, the Office of Enforcement of the US EPA uses the amount of fines collected as a measure of their success.

SLIDE 5: Big Stick Advantages

Command and control has advantages. Tough action and early environmental improvements help appease a people looking for a rapid response. Also, industries know the command and control approach. Some even may initially fear the options that result from a more flexible approach.

SLIDE 6: Big Stick Disadvantages

The disadvantages of the command and control approach outweigh the advantages in the long run.      As environmental accountability becomes more accepted within a society, some industries will begin to see that understanding emissions and working to reduce or eliminating them actually helps profit. Once this happens, these more innovative, visionary companies will find better, faster, and cheaper ways to achieve the same or better environmental results. 

A command and control structure discourages this innovation. For example, mass emission monitoring advancements in the U.S. have been stifled for years due to overly prescriptive EPA opacity methods.

Also, if industries are presented with a prescriptive ---    step-by-step approach to solving environmental problems, they have no incentive to look beyond. Accomplishing the steps becomes the goal.

The result of a “do the minimum” mindset is that environmental innovation and improvement are crippled. 

Not all the eggs hatch.

SLIDE 7: We Found A Better Way

As you may have guessed, we believe there is a better way to approach environmental policymaking to foster innovation and rapid progress.

SLIDE 8: The Better Way

Government policy and regulations should trust and encourage responsible companies.  They can allow flexibility to achieve the outcome.  They can encourage innovation. 

I am sure you could add to my list.  This is not a new concept.  It is an extension on the concept of a system pioneered by Japanese Industry, Dr. Deming and others over the last 50 years.

Government policy and regulations can recognize responsible companies and reward them for finding new ways to exceed environmental goals. 

Performance-based rules and policies can accomplish this.

Let me explain what I mean by “performance-based.” Our experience in the U.S. has shown that most rules and policies tend to be prescriptive.  They define HOW environmental objective are to be met. The US EPA rules define what kind control or monitoring technology is acceptable. It has been difficult to obtain approval to use better technologies. As a result, in the US today, we may be required to use 30-year-old technology with no options. 

Rather than dictate the means to achieving environmental objectives, a performance-based approach defines the objective in measurable terms and provides a way to track progress toward that objective. How to achieve the objective is left to the resourcefulness and creativity of others as done for ambient air standards.

Under a performance-based approach, feedback is critical. Companies as well as the government need to know if they are moving in the right direction.

Environmental decisions are only as good as the data that support them.

Finally, putting accurate but easily understood information in the hands of citizens encourages government to make good decisions.

SLIDE 9: Some Examples

I think we can study and build on success. I have three Success Stories to share.  The first relates to dioxin reductions at municipal waste incinerators.  The second shows how better real-time data has lead to better environmental performance. And finally, how using market forces can resulted in better decisions for the environment.  

SLIDE 10: Dioxin Success Story

SLIDE 11: Incineration with carbon injection

Municipal Waste with baghouse and activated carbon injection

SLIDE 12 US Dioxin Emissions

This slide shows the dramatic decrease in total U.S. dioxin emissions from 1985 to 1999. The dioxin scale is Kg per year. This data is for 106 municipal incinerators and shows total waste stayed relatively level.

SLIDE 13: Amer. Ref-Fuel Example

DIOXIN emissions GRAMS per day from plant burning both municipal and industrial waste in Niagara Falls, New York.

Note the LIMIT.  Why are they so far below it?  Because compliance is not the goal for this company.

Some companies including Engelhard and Osaka Gas are working on catalysts to further reduce dioxin emissions.

SLIDE 15: CEM Data Success Story

SLIDE 16: CEM Data Success Story

Percentage of excursions declines over time.

SLIDE 18: CEM Data Success Story

Better data leads to better control, which in turn leads to better environmental performance. What is not shown is that in most cases emissions are driven far below compliance unless the goal is compliance.

SLIDE 19: Market Based Success Story

SLIDE 20: NOx Budget

This chart shows how the price of NOx credits has declined over time.

SLIDE 21: SO2 Allowances Trading

This chart shows the fluctuations in SO2 allowance prices since trading began in 1994. These prices need to be compared to the general expectation of $2000 per ton prior to the start of trading and the devastating effect trading had on the new FGD supplier market.  The free market found a better way to reduce SO2,    low sulfur coal.

 Notice the increase in price prior to the start of Phase II of the Acid Rain program in January 2000.

SLIDE 22: Moving Into the Future

Many times we hear from policy makers that command and control works.  They point to the improvement over the last 30 years in various environmental measures. And there has been improvement. But strategies that have been successful in the past may not be successful in the future.  This is a lesson that Japanese automakers taught Detroit in the 1970’s and it’s a lesson that environmental policy makers must learn today.

The future is not merely an extension of the past. Successful environmental policy must take into account changes in attitudes and technologies.

SLIDE 23: What’s Changed?

Today’s generation of industry management has grown up with a better appreciation of environmental law and a more heightened sense of environmental responsibility than his or her predecessors. Environmental education curricula are now found in elementary school through college.

Congress and the EPA are finally beginning to recognize the important of market- and performance-based policies. Following up on the success of SO2 allowance trading established as part of the Acid Rain program, plans are underway for NOx trading to reduce that ozone precursor.  On the global warming front, the Kyoto protocol will move ahead with plans for international trading of greenhouse gas emission credits.

To cut through the prescriptive red tape when innovate ideas for environmental improvements are found, the US EPA has launched Project XL. Unfortunately, the program has had a very slow start because of the natural bureaucratic opposition to change.  Many U.S. states are adopting similar programs.

Finally, provisions in environmental law encouraging citizen suits have had a major impact on environmental compliance in the U.S. Government resources can only go so far in identifying and prosecuting environmental crimes. When citizens are educated and empowered, they can be a major force for change.

SLIDE 24: New Strategies for a New Age

· Partnerships

· Performance based incentives

· Measuring success in terms of environmental improvement

· Target zero. Compliance is the minimum

· Quality systems approach

· ISO 14000, continuous improvement

· Better data

· Performance-based methods and standards

Keep the Big Stick in the closet just in case.

SLIDE 25: In Conclusion

· Find companies who “get it”

· Establish environmental objectives

· Provide flexibility and incentive

· Measure progress

· Reward and celebrate success

SLIDE 26: The Old Model

We are divided

SLIDE 27: The New Model

We all work together towards a common purpose

