Principles for cross border emissions trading

WORK IN PROGRESS

Presented to the Joint Advisory Committee on its March 06, 2003 Quarterly meeting in El Paso, TX

CONTEXTUAL BASIS

JAC and border communities anticipate that cross border emission trades will result from the Mexico - US border air quality initiative.  The El Paso Electric project to build brick kilns in Ciudad Juarez, Chihuahua in lieu of making NOx reductions at its El Paso, Texas power plant is sure to be considered in the development of new trades.

The JAC cautions that before the El Paso Electric brick kiln project is viewed as a precedent for cross border emission trading; there is a need for improving the process and scientific - technical calculation for the proposal and for its technical review:

PRINCIPLES FOR THE DEVELOPMENT AND IMPLEMENTATION OF A MEXICO – U.S. TRANSBOUNDARY EMISSIONS TRADING STRATEGY

Use emissions trading only if it enhances environmental performance. The primary goal of air quality regulation is environmental performance.  In well – designed programs, emissions trading can provide a means of achieving both cost reduction and  superior environmental performance. Only programs that are demonstrably designed to meet both goals are appropriate.

Focus on single pollutant trades first. The first priority must be to create transparent frameworks for conducting, with environmental integrity, international trades for a single pollutant (for example, NOx for NOx or SO2 for SO2).  These pose significant and difficult institutional problems, and will provide important learning that will be needed before more complicated transactions such as inter-pollutant trading should occur.

Interpollutant trades must be preceded and guided by comparative health risk protocols.  Once a framework for conducting trades of a single pollutant is established, inter-pollutant trades may be considered, but only with the utmost of caution and explicitly accounting for the differential impact of different pollutants, including on different affected populations. Interpollutant trades must be preceded by the development of health risk and air quality effects protocols that define how a reduction in one pollutant provides equal or greater benefits than reductions in another pollutant, again, taking into account impacts on different affected populations. Regulators must be prepared to recognize pairs or sets of pollutants that are not susceptible to the development of such protocols and refrain from authorizing trading in such pollutants.

For example, a program that allows trading between NOx and VOCs as ozone precursors must rely upon a determination of the precise relationship between the two classes of chemicals in their capacity or potential to form ozone.  For each airshed, an “ozone formation potential” protocol must be developed reflecting the precise characteristics of the behavior of the two pollutants.  Only then can a reduction in one pollutant be substituted for that of the other, since only then will the airshed be left in the same (or better) condition vis a vis ozone formation as it would be if the trade did not occur.

Even more complex – but still absolutely essential – would be the establishment of a precise risk - equivalence protocol before any program could allow trading between pollutants whose health and / or environmental effects were fundamentally different.  For example, trades between particulates and ozone precursors, if allowable at all, should be permitted only if a protocol could be created to characterize and compare the host of factors that determine the effects of different pollutants on human health.  This task must take special care to consider cases in which different pollutants affect different population segments (children, elderly, asthmatics, etc.) in differing ways.

Seek out public participation. Affected communities should be given the opportunity to comment as part of the proposal review process.  Since the effect of emissions trading programs may result in the substitution of one health effect for another and one set of risks facing one population for another, the affected citizens should have a say about any formal actions by the relevant governmental agencies.  As an important component of a meaningful public review in the Paso del Norte area, the Joint Advisory Committee for Air Quality Improvement (JAC) should be consulted.

Environmental Justice. The strategy must not result in disproportionate impacts on segments of the population, especially minority and low-income populations.  In the case of pollutants with localized health effects, like many VOCs that are also hazardous air pollutants, emissions trading may make air quality worse in certain communities by increasing toxic emissions.  Alternatively, trading of hazardous air pollutants may diminish the benefits that a community already overburdened with toxic exposures would have enjoyed under a traditional regulatory program.

