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2 MARSHAM STREET
LONDON SWIP 3EB

01-276 3000

My ref: ‘z,, WS;L\

Your ref :

Dominic Morris Esqg

Private Secretary to

The Prime Minister

10 Downing Street

LONDON

SW1A 2AA 3}/ October 1989

GLOBAL CLIMATE CHANGE

Thank you for your lgttgr of 27 October.

//»I am enclosing as you requested copies of the booklet which will be
launched on 2 November. The launch will take the form of a Press
Briefing by Mr Heathcoat-Amory.

We have made arrangements with the FCO for copies of the booklet to
be available in New York in advance of the Prime Minister’s speech
on 8 November, and for copies to be circulated widely both in the UK
and abroad.
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R BRIGHT =
Private Secretary
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Treasury Chambers, Parliament Street, SWIP 3AG

The Rt Hon John Wakeham MP

Secretary of State

Department of Energy

1 Palace Street

Victoria

LONDON SW1E 5HE 31 October 1989
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GOVERNMENT RESPONSE TO THE ENERGY SELECT COMMITTEE ON THE POLICY
IMPLICATIONS OF THE GREENHOUSE EFFECT d

I have seen Chris Patten's letter of 20 October commenting on the

draft reply which you are proposing to send to the Energy Select
Committee on the policy implications of the greenhouse effect.

On two of the points which he raises, I would prefer that it stays
as originally drafted or follows the wording of the UN General
Assembly speech on which we have written separately to No 10.
There is little doubt that targets for C02 emissions could have a
role to play in tackling undesirable climatic change, but there
are problems. Firstly, different countries start from different
positions and so the ease of reduction is 1likely to vary
substantially between them. They also have very different levels
in diversity of energy reserves which makes reductions in carbon
emissions easier to achieve for some than others. For
reasons, equal targets are likely to be economically inefficiency
in a global sense. The most cost-effective options for reduction
should be taken first which would imply different targets for
different countries. Furthermore, there will be considerable
difficulties in negotiating such targets which may not be
deliverable. There is also the risk that we detract from the
possible contribution that other measures, such as tradeable
emissions permits, might make.

Secondly, Chris Patten suggests that the draft reply adds "The
Government will continue to press for the pricing of fuels to
reflect their full economic and environmental costs". Whatever
view one takes of this issue, I do not think it is appropriate to
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make a public commitment on this now, when we have not discussed
among ourselves the policy implications. It is not clear that we
could implement such a policy in the near future, so including it
in the reply would mean over-committing the Government. As far as
the phasing out of CFCs is concerned presumably this refers only
to those covered by the Montreal protocol? If so we should make
that clear.

Copies of this letter go to members of Cabinet and Sir Robin
Butler.

THE EARL OF CAITHNESS




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary
31 October 1989

oo oy

Thank you for your letter of 24 October giving your Secretary of
State's advice on a request from Jonathan Porritt to meet the
Prime Minister to discuss environmental issues.

The Prime Minister has now decided to take up this invitation
and would like to your Secretary of State to be present when she

sees Mr Porritt. We shall be in touch very shortly to set up a
time.

el YRt

CAROLINE SLOCOCK

Roger Bright, Esq.
Department of Environment




10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary

31 October 1989
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The Prime Minister has asked me to thank you for your letter of
29 September and for your kind words. I am sorry you have had to
wait a while for a reply.

The Prime Minister would be happy to meet you to discuss current
environmental issues, as you suggest. We will be in touch with
you very shortly to set up a time convenient for you.

LZM —-—t Q;/e(/\)/
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CAROLINE SLOCOCK

Jonathan Porritt, Esq.
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David Hope ci ated a paper by the ODA, under cover of his
letter of October, dealing with the idea of paying a service

charge on tropical forest areas. The paper makes a number of
references to energy in its analysis of cost effectiveness.

The data incorporated in the paper appears to have been drawn
from this Department's recent draft interim report to the IPCC
subgroup on Energy and Industry. However, there are some errors
in the use and interpretation of the data. These undermine the
paper's illustrative comparison of the benefits of the proposal
against other means of reducing global Carbon Dioxide emissions.
However, we are concerned that, whatever the validity of the
data, such comparisons are of limited use. It is likely that
there are other steps which could be easier to achieve and less
costly. The IPCC Working Group on Response Strategies will
discuss this question.

We would therefore counsel against pursuing the scheme too
rapidly. An early announcement would have repercussions in the
IPCC process, and would undermine our general line of only taking
action which is cost effective in its own right.

I am copying this letter to David Hope and to the recipients of
his letter.

.
(Ww ArreS
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S HADDRILL
Principal Private Secretary







10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary

27 October 1989

GLOBAL CLIMATE CHANGE

Many thanks for your letter of 25 October with which you
enclosed a copy of the proposed factual booklet on Global Climate
Change which you propose to publish on 2 November. The Prime
Minister has seen the booklet. I should be grateful if you could
arrange for some advance copies to be sent here ahead of the
launch. You will of course also want to ensure that our
representation to the UN have copies available ahead of the Prime
Minister's speech on 8 November. No doubt you will otherwise be
ensuring a wide circulation for the booklet.

DOMINIC MORRIS

Roger Bright, Esq.,
Department of the Environment.
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GLOBAL CLIMATE CHANGE

At their meeting in June 1989 the EC Environment Ministers agreed a
resolution on the Greenhouse Effect which included a call for action
to inform public opinion. DOE has therefore prepared a factual

booklet on Global Climate Change, of which I attach a copy of the
7" fina ra or information.

We propose to publish Micbooklet with appropriate ministerial press
briefing on 2 November. This is in the week preceding the Prime
Minister’'s speech to UNGA on 8 November. The intention is that
interest in the booklet will provide an opportunity to re-focus
public and media attention on the issues involved in time for the
weekend press, and prepare the way for the Prime Minister’s speech
and for the Noordwijk ministerial conference.

ot e

R BRIGHT
Private Secretary
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Caroline Slocock

Private Secretary to

The Prime Minister

10 Downing Street

LONDON e

SW1A 2AA z>94 October 1989
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Thank you for your letter of 4 October, seeking my Secretary of
State’s views on the letter of 29 September from Jonathon Porritt,
Director of Friends of the Earth (FoE), requesting a meeting with
the Prime Minister.

Mr Patten would welcome it if the Prime Minister were able to
respond positively to this request. He himself met Mr Porritt and
his designated successor at FoE, Mr David Gee, with Professor Tim
O'Riordan, who has been advising the group, at the end of September.
The meeting was arranged in order to hear at first hand about FoE’s
thinking on a number of environmental issues, including their
proposals for machinery of government changes to reflect the
importance of environmental concerns.

While FOE’'s views on this and other issues do not coincide with the
Government’s own policies, my Secretary of State nonetheless
considers that Mr Porritt is a serious and decent man who cares
passionately about the environment, and is not a point scorer.

While the Prime Minister would not agree with the measures which FOE
wish to see taken, Mr Patten thinks that she would find a discussion
with him interesting and thought-provoking. My Secretary of State
thinks he is a much more serious interlocutor than any of his peer
group in the environmental movement.

A Sl\ L& { -

Vo g /C%l§ (4%
R BRIGHT - \

Private Secretary
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TO: D J FISK, DEPT OF ENVIRONMENT. FAX NO. 61-276-8355.
FROM: DR P WADHAMS, AT SEA "POLARSTERN". FAX NO 00871-1120543.
URGENT - PLEASE DELIVER TO DR FISK TODAY. 2 pa.-dz,,,

Dear Dr Fisk,

Thank you for your letter of 16 October, transmitting the
Prime Minister’s request for ideas relevant to her forthcoming speech on
global environmental issues to the UN General Assembly. I received the
letter by fax today aboard this ship, and I enclose a reply as follows.

FS "Polarstern". At sea, Antarctic Ocean. 23 October.
Dear Prime Minister,

Thank you very much for your invitation to submit
ideas relevant to your forthcoming speech to the United Nations General
Assembly, My office faxed the letter to me today aboard ship, so please
excuse the haste of my reply.

In the polar regions today we are seeing what may be early signs of
man-induced climatic change. Data now coming in from Halley Bay and from
ifhstruments carried aboard the ship on which I am sailing show that we are
entering a spring ozone depletion which i1s as deep as, if not deeper than,
the depletion in the worst year to date (1987 ). It completely reverses the
rw The lowest recording aboard this ship is 150
Dobson units for ozone total content during September, compared with 300
for the same season in a "normal" year.

In the Arctic we found that in 1987 the sea ice over a large region

—— 9
north of Greenland was significantly thinner than in an earlier survey in
1976, amounting to a 15% loss in average thickness over an area of 300,000
sqﬁcm (twice the area of Great Britain). If not a sign of warming this is
at least a sign of a radical change in the pattern of surface currents,
which normally drive the ice towards the coast of Greenland and pile it
into pressure ridges. In the Antarctic we have not found evidence of
thinning during our present expedition, but our data confirm that the
first-year ice which forms the bulk of the Antarctic sea ice cover is
remarkably thin (only 50-80 cm thick) and so is probably unable to sustain
a significant atmospheric warming without melting.

Sea ice is a thin and delicate skin separating the ocean from the
atmosphere over an area of more than 30 million sq km. It reflects most of
the solar radiation falling on it, so helping to cool the planet’s
surface. If its area were reduced the warming of the Earth would be
accelerated due to the extra absorption of radiation by the ocean. Sea ice
also takes part in a complex set of interactions with the ocean, including
the production of "bottom water” by the sinking of surface water which has
been made more dense by the addition of salt from freezing. This sinking
carries CO2 into the deep ocean. I{f this process were to cease the world
would lose one of its major oceanic CO2 sinks, again accelerating
greenhouse warming.

While the stability of the great continental ice sheets which cover
Antarctica and Greenland is not seriously doubted, there have certainly
been unusual events recently. Both in 1988 and 1987 there were break-outs
of giant icebergs (up to 80 miles long) from the ice shelves in the Ross
and Weddell Seas, carrying away a volume of ice many times that normally
calved in a year from the entire coastline of Antarctica.

The lesson of these polar processes is that an environmental or
climatic changed produced by Man may take on a self-sustaining or
"runaway'" quality because of positive feedbacks which are not weakened by

G
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countervailing restraints. The effects may therefore be greater than one
would expect from the magnitude of the original cause. The change may also
be irreversible: an ice cover once removed may be difficult to

re—establish, just as the creation of new desert by the expansion of the
Sahara may be a process that cannot be reversed.

The polar regions are only one of the "indicator areas" of the world
in which the climatic effects of our interference with the environment may
be detected. But they are especially important because the magnitude of
the warming is expected to be greatest at high latitudes, so that the
polar regions may provide the earliest evidence of significant change
taking place.

I would like to suggest an ide re. A valuable role which we as a
nation could play, in collaboration with the other great scientific
nations of the developed world, would be to undertake the monitoring of
the climate-related processes and changes which are occurring in the polar
regions, in order to take advantage of the opportunity which this early
| warning offers. The job of mofiitoring would be a major one, including work
on th& atmospheric and oceanic circulations, sea ice extent and thickness,
changes in"ice sheets, and as&ociated biological changes. The whole
project could be called a "World Polar Watch", and it would provide unique
| opportunities for fruitful international collaboration, including an

important role for the developing countries of the South. In the Arctic
the work of the World Polar Watch would necessarily be carried out by
developed nations with scientific interests there, perhaps through the
newly-established International Arctic Sciences Committee which would
offer new scope for collaborations involving the USSR. In the Antarctic
the work could be carried out through SCAR (the Scientific Committee for
Antarctic Research) and could involve those developing nations which have
joined the Antarctic Treaty system and SCAR but which at present lack an
inspiring scientific role. Here the World Polar Watch offers a wonderful
opportunity for a genuine unification of effort and partnership between
North and South, with a goal which is important to both.

While working down here for the past six weeks I have been conscious
that even the Antarctic Ocean is not a dead sea of ice, but is itself full
of life - penguins, seals, whales and petre!s. The rest of cur planet, and
the precious life that it contains, may be able to benefit from the vital
information that these regions have to offer,

]

Yours sincerely,
p

Dr Peter Wadhams,

@




The Royal Society
The Norwegian Academy The Royal Swedish Academy
f Science and Letters of Sciences

SURFACE WATER ACIDIFICATION PROGRAMME

Programme Director:
SIR JOHN MASON, C.B., D.Sc., F.R.S., Tel: 01-589 5111 ext. 7203

Centre for Environmental Technology, Telex: 261503, IMPCOL G
Imperial College of Science and Technology, Telegrams: IMPCOL. London SW7

48 Prince’s Gardens,
London, SW7 1LU

18 October, 1989

Dr. D. J. Fisk

Chief Scientist

Department of the Environment
Romney House

43 Marsham Street

London SW1P 3PY
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In reply to your letter of 16 October, this is the best
I can do in 48 hours.

I have just written a more comprehensive review of the
Greenhouse Effect which will be published during the next 3
months. I can send you a typescript if you wish, but you
may find this summary adequate.

I sent the Prime Minister a personal copy of the Royal
Society booklet on the subject, which she has read. It
contained the written evidence we submitted to the House of
Lords Select Committee.

%—-m /J—o\(,g..,‘ez":? '
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PEARCE REPORT

You wrote to me on 6 October about the report by Professor Pearce.

I can assure you that I do not look upon the Pearce Report as a
"philosqQpher’s stone" which will enable us to answer all the
questions raised by environmental issues. But Professor Pearce has
done us a service in opening up the issues concealed in the concept
of "sustainable“development"”. He has raised a number of very
important questions WhHith we must address if we are to continue to
develop a coherent and positive policy on the environment, the
answers to which may lead to some useful general principles.

As you say, our officials must work very closely together on not
only the mattérs raised in the Pearce Report, but also em the
proposed White Paper on the Environment, and will obviously do so
within the work programme which no doubt will be laid_down by the
new Ministerial SUB Committee on the Environment.

—

< . wisWZ COFIES OF THE

CHRIS PATTEN
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GOVERNMENT RESPONSE TO THE ENERGY SELECT COMMITTEE ON THE POLICY
IMPLICATIONS OF THE GREENHOUSE EFFECT

Thank you for your letter of 6 October which covered your proposed
response to the Select Committee.

My first concern is over timing. My Private Secretary has already
told yours that, despite the normal rules for responding to Select
Committees, I think it would be a mistake for your response to issue
before the Prime Minister addresses the UN General Assembly on 8
November. I am also concerned that your response should not issue
before the forthcoming meeting of Environment Ministers in Noordwijk
on 6/7 November.

My second concern is that the draft response does not do enough to
reflect the lead which the: Government has given to international
efforts in this field. I attach some specific drafting suggestions
to strengthen this aspect of the response.

Para 1.9 of your draft addresses the question of targets for the
control of greenhouse gas emissions. We are absolutely right to
resist arbitrary reductions targets in advance of the delivery of
thé scientific evidence toO pport them. But surely we cannot be so
coy as to leave open still the question of whether targets will
ultimately be necessary. All of our pronouncements on the Greenhouse
problem nave indicated that we regard it as a serious matter calling
for urgent international action. It seems inconceivable that any
international agreement will not in future be based on some global
target - probably expressed - in relation to emissions and that
signatories to any agreement will have to make undertakings in
relation to their contribution to meeting such a target. To refuse
to recognise that reality undermines the credibility of our
rejection of the arbitrary targets which are being urged on us.

i




yet" should be 3
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Detailed drafting points are attached.

I am copying this to members of the Cabinet and Sir Robin Butler.

S e S
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Drafting suggestions

Introduction

Para 1. Replace 2nd sentence with:

"The Government has been at the forefront of those who

have identified global warming, and associated climate
changes as one of the most important issues facing the
world today."

Para: 3. Replace middle section of first sentence:

"...and the need to develop responses having the
support of nations all round the world,..."

(It is of course possible for countries to take helpful
initiatives unilaterally where they make economic sense in
their own right and we are committed to doing so: see
comment on line 9),

in line 6: delete "resolve", insert "reduce".

in line 9;: replace existing with "....in the UK's own
energy sector, the immediate pursuit of policies which are
already justified in their own right and which contribute to
an amelioration of the Greenhouse effect." The Government
is already committed to taking these steps and to supporting
research etc

Para 4, delete"preparation" insert *in this
work",

(There is some sensitivity internationally to suggestions
that the UK is secretly preparing a draft convention to
pre-empt discussions. We are nat.)-.

Paizal e b third indent: insert M"more efficient" after
“cleamer™.

Last sentence to read:

"In addition the Government will continue to press for

the pricing of fuels to reflect their full economic
and environmental costs and for amendments to the
Montreal Protocol to secure the full phasing out of
CFC's as quickly as practicable."

Background

Para 1.1 1line 6: delete "but" and start a new sentence,

Para 1.2 The first sentence does not fairly reflect the
Committee's view, it should be redrafted:

"The Government endorse the Committee's view that the
UK is in no sense particularly to blame and that
effective action will need to be coordinated inter-
nationally."




Para 1.5 Second sentence add after "council,"™ who have a .
large and growing commitment to research in this area. In
addition the Department of

delete 3rd sentence.

Para 1.8 delete 3rd sentence.

(It does not help our case which has 0 be based on the 2nd
sentence. )
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Treasury Chambers, Parliament Street, SWI1P 3AG

David Murphy Esq
Private Secretary to the
Secretary of State
Department of Energy
1 Palace Street
Victoria
LONDON SW1E 5HE 16 October 1989

GOVERNMENT RESPONSE TO ENERGY SELECT COMMITTEE REPORT ON THE
POLICY IMPLICATIONS OF THE GREENHOUSE EFFECT

I enclose drafting comments on the reply that you are intending to
send to the Energy Select Committee. Our main concern in
commenting has been to provide a consistent explanation in the
text of when Government action is needed and when the market
solution 1is to be preferred. Our object should be to allow the
market to operate freely unless there is some divergence between
the private and social costs.

Copies of this letter go to the recipients of yours.

MALCOLM BUCKLER
Private Secretary
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NOTE OF DRAFTING COMMENTS
Paragraph 3, line 8 - delete "eventually".

Paragraph 1.2, 1line 2, delete "relatively". . Although UK
production of greenhouse gases is small, relatively, i.e. relative

to other countries, and to our GNP, it is significant.

Paragraph 1.8, delete the 2nd and 3rd sentences. It 1is not
possible to disown commitments the Government made earlier, quite

as bluntly as is done in this draft.

Paragraph 2.7, we were a little surprised to read the strong
endorsement of wood as a fuel. While it is true that increasing
the efficiency of wood burning would be beneficial, substitution
towards wood as a fuel is less obviously beneficial, unless it is

also associated with improved husbandry.

Paragraph 3.2, if the private sector decided that gas imports were
more economic at some point in the next 10 years, we would not
have any objection to the proposal for a connection to the
European gas grid. We therefore suggest deleting "existing UK gas
reserves are sufficient to take us into the next century and" and
replace that with "at current gas prices the need for a European

connection to allow imports in large quantities is not clear."

Paragraph 3.7, please redraft the second sentence to read "These
estimates are being used as the basis for the Department's
resource planning for renewables R&D..." We should not refer to

the public expenditure negotiations at this stage.

Paragraph 3.8, the second sentence is rather strong. And does not
seem to take account of the use of 1land-fill gas, described

earlier in the paper, or of solar panels.
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Paragrph 4.1, the effect of measures to promote energy efficiéﬁcy

on our international competitiveness would not necessarily be
"profound", for example Japanese experience has been positive.
The overall effect on international competitiveness depends on
whether price rises are disproportionately in the traded goods

sector. At the moment we have no analysis of this point.

Paragraph 4.3, delete the second sentence. This 1is inconsistent
with the explanation of the role of markets given in paragraph
5.2. It is important that a consistent framework is presented in
the note in which it is explained that it is only when the market
fails to align prices with true resource costs that Government
action is justified, for example to internalise external costs.
This may involve regulation, but the key point is that Government
has to intervene to set the framework within which market forces
operate freely. A similar point arises on paragraph 4.7 in the
second sentence. Since peoples' rationality is Dbounded, the
Government may need to address divergences between private and

social costs, albeit carefully.

Paragraph - the final sentence appears to be somewhat

rhetorical.
Paragraph 5.4, insert "producers' and " before "consumers'".

Paragraph 5.2 the cross reference to paragraph 3.10 should
presumably be paragraph 4.5.

Paragraph 5.5, please could we refer here to "proposals for fiscal

measures...".

Paragraph 6.3, the final sentence 1is somewhat tautologous.
Significant costs might be economically punitive, but not all
measures beyond those currently being pursued would necessarily be

SO.




MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1A 2HB

Telephone 01-218 2111/3

MO 10/15D | 16th October 1989
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ENVIRONMENT POLICY
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My Secretary of State has noted from your letter of 6fh October
that the Prime Minister plans to set up and to chair a Ministerial
Group to develop future plans towards the environment. He attaches
considerable weight to the environmental dimension of the Ministry
of Defence’s policies, which he believes have an important
contribution to make to the total picture. He hopes, therefore,
that this Department will receive copies of the papers and have the
opportunity to contribute fully as work moves forward though he
would not wish, at this stage, to press to join the Prime Minister’s
Group.

I am sending a copy of this letter to Roger Bright
(Environment) and to Trevor Woolley (Cabinet Office).

&

(B R HAWTIN)
PS/S of S

Caroline Slocock
No. 10 Downing Street
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10 DOWNING STREET

From the Private Secretary 16 October 1989
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GOVERNMENT RESPONSE TO ENERGY SELECT COMMITTEE REPORT
ON THE POLICY TMPLICATIONS OF THE GREENHOUSE EFFECT

Thank you for your letter of 6 October inviting comments on
the Government's reponse. The Prime Minister has seen the draft
and noted it without comment.

I am copying this letter to the Private Secretaries to
members of the Cabinet and to Trevor Woolley (Cabinet Office).

s B o
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CAROLINE SIOCOCK

David Murphy, Esq.,
Department of Enerqgy
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SCOITISH COUNCIL, DEVELOPMENT AND INDUSTRY - INTERNATIONAL FORUM.
28 SEPTEMBER 1989

ENTERPRISE AND ENVIRONMENT: THE REAL AGENDA.

Good morning ladies and gentlemen... it's a pleasure to be able to join

you here in Aviemore for your international forum... thank you for

inviting me.

Let me say at once that I'm both flattered and intimidated by the
prospect before me. Flattered of course, because it's a great honour to
be here... but intimidated by the thought of tackling such a huge
subject - two subjects - as Enterprise and Environment in some 30
minutes... it's a bit like trying to boil down the Book of Genesis into

a catch-phrase.

Perhaps I should start by telling you just what I will try to cover in
the next few minutes. At least then, I shall have the excuse that there

are large parts of the issue that I never intended to cover anyway.

First: I'd like to examine why the subject of the environment - however

you care to define it - is an issue of such significance today.

Second: I want to touch on what for me are the biggest problems at the
global level... and then I want to move on to the question of what we as
businessmen might be thinking about, and doing. And in that respect, I
want to suggest three things: a philosophy, a method and a policy that

could be implemented.




And then I'd like to give you a couple of practical examples of

environmental enterprise from my own company - IBM - showing how we are
addressing some of the problems which in fact all businessmen are

facing.

But before all that: just why did I accept your invitation? I'm neither
professional environmentalist nor scientist, neither do I work in an
industry particularly associated with pollution - although we do have

our share of problems as I shall explain.

So why did I agree to speak, and why did I accept the invitation of the

Prince of Wales to chair the Business in the Environment Target Team?

There are three answers.

I'm a concerned citizen, and a parent who increasingly wonders what sort
of world my son and his family will have inherited when he reaches my

age.

Secondly, I'm Chief Executive of IEBM UK, and as a British businessman I
know that my company depends on a healthy social and economic climate to
continue to thrive, and I recognise that business is becoming

increasingly global as barriers to trade continue to come down.

I also see an increasing appreciation that environmental problems, too,

recognise no boundaries. And I see that the science of economics, the




art of management of which we are all practitioners, and the sciences of

the environment are all moving closer together.

So that as we approach the twenty-first century, we are all coming to

realise that damage to the environmegEJFeans damage also to the social
i i

and economic fabric of society - the fabric of society on which my

business and all your businesses depend.

And thirdly I'm concerned for reasons of enterprise — I see a business

opportunity. The information technology industry has a very special role
to play in helping scientists interpret just what is happening to our

planet and the natural systems which support its life: remote sensing;

geographic and climatic modelling; image processing - these tools and

techniques to gather, process and manipulate information are

increasingly vital to the task of investigating the way our world works.

Those same techniques will be key to the future management of the
world's resources, a task which in the future will demand more
investment if there is to be any prospect of peace and harmony in a

world of more than 8bn in my son's lifetime.

On three levels therefore, I am concerned: as citizen; as businessman
operating under a licence from society; and because of the relevance of

my industry to the issues.

But the issues are so big. Where does one start? And just why is the

subject of the environment so important today?




Quite simply, it's because we know more: because scientists have

experimented and measured and studied, and drawn conclusions. Those
—\—________,A

conclusions have been reported and commented on as never before: the

past year or so has seen quite unprecedented media coverage of

environmental issues.

Some has been factual. Just a couple of weeks ago, 'The Economist'
magazine carried a 28 page survey of envirommental economics called

'Costing the Earth', which included incidentally some 14 pages of

advertising by companies claiming varying shades of greenness.

Some has been controversial: 'Nuclear flasks on local railway' was a
recent headline reflecting a current concern in Edinburgh and the

Lothians.

And predictably of course, some has been entirely dismissive:

"Greenhouse Defect - it's good after all say U-turn scientists". That

was 'Today' newspaper in August.

The concern isn't just reflected in the headlines or on TV. The
European elections demonstrated quite clearly the real concern of the
voters. Never mind that many people may not have been fully aware of the
real implications of the policies for which they were voting; never mind
the politicians who seek to dismiss the trends; never mind the
north-south differences: the fact is that 12 months ago a 15 percent

green vote in the UK was scarcely imaginable.




There's more: you may have seen the survey in 'The Times' which showed
how UK environmental organisations now rival the trades unions in both
membership and annual income... membership has grown from 1.8m in 1980

to 3.8 million today; income has grown from £38m to £163m today.

And just a couple of weeks ago in the Dutch general election, voters had

to decide a question that others all over the world will soon face: how

r——

much are they willing to pay for a cleaner environment?

Even the most shortsighted of ostriches in the stickiest of sand can
hardly fail to recognise that environmental concern is here to stay:

our actual survival is no longer the preserve of alarmists.

"Time" magazine quoted the Book of Ecclesiastes: "One generation passeth

away and another generation cometh: but the earth abideth forever".

Perhaps not...

Until recently we have made the assumption that we - and our descendants
- would be able to continue pursuing the goal of steady economic
progress, of steadily making our lives more camfortable, without
disturbing the equilibrium of the world - without upsetting the balance

of nature.




'In a very short time that comfortable assumption has been shattered'.
That's what Mrs Thatcher said in her speech to the Ozone Conference in

March.

That same technological revolution that produced unprecedented levels of
economic growth and prosperity for the developed world has also produced
immense and growing costs for the planet as a whole: costs in terms of
the degradation of our environment; costs in terms of huge risks to

human health.

That is the challenge we face - the challenge your forum faces.

It is brought about of course by a whole host of individual but

interrelated problems.

The burning of fossil fuels - coal, gas, oil - is building up
carbon-dioxide in the atmosphere, which is thought by many to be
bringing about the gradual warmming of the planet - the conventional
wisdom is that the global mean temperature will rise between 1 and 2

degrees by 2030. If this happens, it will affect the world's

agriculture; it could mean the melting of the ice-caps; it could bring

about a rise in sea levels. No wonder the people of the Netherlands are
concerned - their country is not called the Low Countries for nothing.

But they're not alone: one third of humanity lives within 40 miles of

the sea.

—




Ozone depletion is no less serious. Depletion of the ozone layer -
which filters potentially harmful solar radiation - was first detected
in 1985 over the Antarctic. Earlier this year, a similar effect was
found over the Arctic. It's caused mainly by the release of
chlorofluorocarbons - CFCs - into the atmosphere from industrial
processes, from aerosols and from fridges and freezers. The seriousness
of this problem is reflected by the Montreal Protocol and the Helsinki
Accord which call for urgent reduction in CFC use, and total elimination

by the year 2000.

The scientific evidence on both the greenhouse effect and ozone
depletion is still far from complete. There is a time lag between cause
and effect: the oceans seem to be slow to warm, and CFC gases seem to be
slow to affect the ozone shield. But equally, corrective action will be
slow to take effect: it's said that even if CFC release were to end
today the ozone layer would not return to normal until the second half

of the next century.

I've chosen to discuss only those two global issues because time doesn't

allow me to do more. There are many other important environmental

problems. In many cases they share the common cause of overpopulation.

and poverty,

Today we share the world with about 5bn people. It's predicted there'll
be 6bn by the year 2000; 8bn by 2025. It's thought that population will
stabilise at between 8 and 14 billion during the late 2lst century: and

most of that growth will happen in the third world. The countries which




will house those teeming millions will face - are already facing -

enormous pressures to industrialise. Can they possibly follow our

example when, as we've seen, our activities have already damaged the

world?

I've deliberately skated over the main problem areas. You know what they
are as well as I; it may be that today's papers carry news of more
research which might slightly alter the conclusions, and in any case
there are many books and magazine articles which describe them better

than I can.

But let me make one point about that incomplete list of problems. It's
this: that - melodramatic as it may sound - the fate of the world will
lie to a very large extent in the hands of that majority of mankind we
conveniently term the Third World. We in the UK can talk of global
issues: but we need always to remind ourselves that we're just 1 percent
of the world's population - just 56m people in the whole of the UK; 5m

or so in Scotland.

China alone has 1.2bn people today. As we've so tragically seen this
year, that country faces enormous demands for improved living standards
- for better homes, for cars, for fridges and fly sprays. China has the
means to develop - it has fully one-third of the world's known reserves
of coal. But what effect on the world could the burning of that coal

have? And will all those fridges and fly-sprays use CFCs?




Our national policies won't save the world. But we can set an example:
an example of best practice; an example of leadership. That's of vital

importance... because leadership is sorely needed.

These then are some of the key issues... it's at this point you may be
forgiven for concluding that they're all too big to be solved in

Aviemore on this September day. And you'd be right...

On the other hand you could adopt some extreme views, like the
green-fundamentalists who eschew all industry and dream of a return to a

tribal and pastoral society.
But we are professional managers, familiar with adopting a rational and
objective approach to problems... and so it seems to me there are three

things we should be doing.

First, we should determine the philosophy of our approach.

Then we should choose a method to enable us to respond effectively. And

third we should establish policies which enable us to use that method.

Philosophy; method; policy... and applicable to problems both global and

local.

The philosophy, I would suggest is not hard to find.




It was the Brundtland Report - called 'Our Common Future' - that defined
the concept of sustainable development as "development that meets the

needs of the present without compromising the ability of future

generations to meet their own needs." Or, as the economist Professor

Pearce put it in his report to the Department of the Environment more

recently: "the well-being of today's generation should not be increased

at the expense of future generations."

It is a simple aim and a sensible approach: conservation and development
must exist side by side... the continuing role of industry in creating
wealth, and economic development, are essential if the increasing needs
of the world - and the increasing ambitions of its growing population -

are to be met.

But if the concept of sustainable development can provide us with a
philosophy, just how might we go about ordering our conduct to reflect

it?

I believe we can find a model in the standard approaches of the quality
movement. No doubt many of you are familiar with these: we have adopted

them wholeheartedly within IBM.

In summary, the first requirement is for management commitment. Then the
process moves through training and awareness stages to the pivotal stage
of measurement - the gathering of accurate data to achieve a proper

understanding. In this respect, it's worth noting that the environment




has been poorly served so far: the need for more accurate measurement

must be one of the highest priorities for the future.

Having made the appropriate measurements and obtained accurate data, the
next stage in the quality programme is to assess failure and concentrate
on prevention rather than cure... again, I would argue that this can

equally be applied to environmental matters.

Finally, the quality approach requires continuous and rigorous
measurement and testing, with results fed back to achieve continuous,

incremental improvement.

I have deliberately oversimplified the approach, yet I do believe it is
one which could be applied consistently by large and small companies to

achieve significant results.

But to achieve any results at all, there is a third prerequisite: the

|

establishment of an environmental policy by every organisation, a policy';
" L

that is phrased so that it can genuinely be measured over time.

A philosophy; a method; a policy...

I'd like now to spend a few minutes telling you about some of the things

we have been doing in IBM.

We have had an environmental policy since 1971, and it can be summarised

in these four points:




First, to meet or exceed all applicable government regulations on the
environment in all our locations - let me here remind you that we

operate in some 130 countries in the world.

Second, to set our own stringent standards if and where no government

standards exist.

Third, to use non-polluting and energy-efficient technologies wherever

possible in designing products and processes, on the very simple

rinciple that if you don't generate pollution, you don't have to manage
P p S pswee > —

it.
»\________/
And fourth, to help govermments and other industries develop solutions

to environmental problems wherever our knowledge and experience might be

helpful.

Let me show you how this policy is being applied, first at the global

level.

I mentioned earlier my conviction that information technology would play
an increasingly important part in measuring and managing the
environment. It was IBM UK that led the initiative last year to make

what is probably the largest-ever corporate donation to an environmental
A/,———-——x_’—-—"——"\..

cause. £3.6m worth of data processing equipment and the latest software
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was donated to the United Nations Environment Programme's Global




Resources Information Database - called GRID. It'll be used in Geneva

and Nairobi, with smaller machines in 15 African countries.

This is a complete geographic and environmental information system,
which converts data gathered by satellites and other sensors into map

form, which is then made freely available.

Data about the geography, geology, vegetation, population and so on, can
be assembled and overlaid to give a complete picture. National
governments, international bodies, institutions and universities can
create an environmental data base to help them understand what is
happening in any region or country. And increasingly, GRID is becoming

an important tool for economic planning in developing countries.

Reinforcing our commitment to the study of environmmental science, in
August IBM Europe announced a £10m investment programme for our
Scientific Centre in Bergen, making it the international centre for

IBM's work in environmental and sustainable development activities.

Now let me give you an example of a specific application of our policy.

Ever since they were first discovered, the electronics industry has been

a large user of CFCs. Worldwide we in IBM use about 6000 tons a year,

although we do recycle about half.

Since the Montreal Protocol, we have been gradually reducing our use of

CFCs with the aim at first of eliminating them completely by the year




2000. I'm pleased to say that we've made good progress: within the last
month we've declared our intention to phase out all CFCs in IBM

worldwide by 1993.

CFCs are used for many different purposes. Their elimination requires

many different approaches.

At IBM Greenock our people have made especially good progress. For
instance, we did use CFCs for cleaning machine covers, and replacements
for such uses were not too difficult to find - even good old-fashioned

soap and water has been found to be effective in some circumstances.

But other uses require great ingenuity - and heavy investment. For
instance, one use at Greenock is to clean solder flux from printed

circuit boards.

Replacing CFCs with a water-based cleansing process has involved an
international effort to develop an appropriate water-soluble flux, and
the local development of a multi-stage water-jet washing process and
high-speed drying techniques, using a complex arrangement of nozzles to

direct warm air between and beneath electronic components.

So it's a matter of great pride for me that I can tell you that from the

middle of next year at the latest - apart from use in closed-circuit

refrigeration plant - all CFCs will have been eliminated from IBM

Greenock.




That's a success story I'm proud of. But I must add a word of caution.
As I said, CFCs are used for many different purposes and their total
elimination will not happen overnight. The development of new products
which don't require CFC cleansing, the design of new processes and
replacement cleaners, all this will inevitably take time and will

require heavy investment. But it can and must be done.

Having now mentioned our Greenock plant, let me give you another example

of concern at the local level.

Many of you will know that the Spango Burn runs through our Greenock
site, and that we have taken great care to protect it through all the

development which has taken place.

Our Corporate policy requires that environmental impact assessments are
carried out before we acquire or dispose of a site. Such surveys result

in, for example, all chemical storage tanks having secondary containment

facilities, capable of holding one and a half times the tank capacity in

the event of leakage. Similarly, all chemical stores and processes are
designed to segregate chemicals into small batches to minimise hazards

fram spills.

And all our chemical stores must conform to three rules: they must be

accessible; they must be inspectable; and they must be testable.




Simple rules... though they do of course cost money to implement. But
what is the eventual cost of, say, a spillage, campared with the cost of

making a tank accessible... of inspection... and of testing?

Allow me one more example, this time concerned with energy conservation.

Our energy conservation policy was established in 1975, and it's now

used to set overall targets. The most recent target for us in the UK was

set in 1985, and was to reduce our energy requirement by 20 percent by

the end of this year.

B c—— sl

Our programme to achieve this has been broken down into roughly two
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parts: the easy things, and the difficult things.
= e
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The easy things really are easy: switching-off lights and air

conditioning when they're not needed; installing relatively sinple

energy management systems. For instance at our head office in

Portsmouth, the office lights are all switched off at 6pm every evening:
this isn't to encourage people to go home! Anyone still working can turn
them back on, but in areas that aren't occupied they stay off till the

next day.

The more difficult things are those which tend to be more expensive, so
they have a longer pay-back period: for example, the installation of
high-frequency lighting, increased insulation, building management

systems, and so on.




But the combination of measures we've taken has enabled us to beat the
Corporate target: by the end of '88 our compound savings amounted to 22

percent, and that'll add up this year to £2.6m.

I hope those examples of the working of our policy serve to demonstrate
how environmental concern can be converted into environmental action. It
seems to me that the adoption of similar responsible and thoughtful

policies shouldn't be too difficult for any business, large or small.

Let me now turn very briefly to the Business in the Environment Target
Team that I mentioned earlier. Our first meeting isn't until October,
and I don't wish to pre-empt that. But I believe one of the areas we
must examine closely is how we might help to develop a pattern of
responsible environmental behaviour that businesses could adopt,
building on examples of best practice that we can already see emerging.
Clearly, there are many possibilities to be examined: the assignment of
environmental responsibility at board level; environmental statements in

annual reports; the publication of policy; involvement of employees;

obligatory environmental assessments prior to land development and so

on.

But I hope the Target Team will also want to examine carefully the whole
area of environmental economics: when we use man-made assets or
equipment or buildings we're careful to write-off that use as
depreciation. But we have always made use of our natural resources -

coal, fish, the rain-forests, the rivers, the atmosphere - as if they




were free, when in fact they serve the most basic of economic functions:

they enable us to live.

However much the Target Team does achieve, I am sure it will help to

raise awareness of the issues facing us all at every level in industry.

A philosophy; a method; a policy...

Ladies and gentlemen, you have many eminent speakers to hear:

specialists in their respective areas, and with insights of great value

on many aspects of the subject. I hope I have been able to provide a

backcloth for their contributions.

In all this there is a single certainty: that our continued survival
will require us to accept immense changes, and we shall need to look
with fresh eyes and with new insight at many of the aspects of life we

have always taken for granted as unchanging.

This change in attitude provides huge opportunities for enterprise,
because the new form of economic growth - sustainable growth - will
demand new products, new methods of production, new services, new means

of monitoring... in fact an entirely changed approach to business.

Many companies are already exploring ways to benefit from the new
environmental enthusiasm. Some have seen a marketing opportunity for
environment-friendly products. Others have realised that they have

skills and techniques and expertise which can be sold to companies which




desperately need them. Yet others are realising that they cannot afford
to do nothing: Tom Burke, Director of the Green Alliance is talking good
business sense when he says that 'Good people don't like working for a

company with a bad environmental image.'

The great challenge for the businessman is that these matters transcend
the boundaries we are most familiar with... the national boundaries -
does industrial development here lead to industrial pollution there?...
the econamic boundaries - does GNP growth here mean a reduction in total
non-renewable resources everywhere?... and the time boundaries - does

this quarter's growth shorten mankind's existence on earth?

This, ladies and gentlemen, is the real agenda... it is not enterprise
and the Scottish environment... it is not enterprise and the European

environment... it is enterprise and the global environment.

We have only one world. It is not disposable.

Nothing could be more apt than your title today... we must have

enterprise and environment... or we shall surely have neither...

Thank you.
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10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary

15 October 1989

SURUATY

CLIMATE CHANGE: FOREST SERVICE CHARGES FOR CARBON IOCK-UP

The Prime Minister has considered the paper enclosed with
your letter of 13 October which examines the idea that Britain
should take the lead in proposing that the International Commnity
should pay a service charge on existing tropical forest areas in
developing countries.

The Prime Minister agrees that some further work should be
done on this scheme but is fairly sceptical about it. She thinks
it most unlikely that we could arrive at conclusions in time for
her to put forward a well thought out proposal in her speech to
the United Nations General Assembly. At the most, she thinks
that she may eventually be able to propose a pilot scheme for a
handful of countries. The Prime MInister has noted that it will
probably be a better use of money to offer to pay for forest
management in a particular area.

I think, therefore, that it would be right to do further
work with all due speed: and if it was possible to achieve
interdepartmental agreement on a pilot project before the Prime
Minister's speech to the UN General Assembly, well and good. But
we should not regard the speech as a deadline by which a proposal
has to be put forward at all costs.

I am copying this letter to Bob Peirce (Foreign and
Commonwealth Office), Roger Bright (Department of the

Environment), John Gieve (HM Treasury), Andy Lebrecht (Ministry
of Agriculture, Fisheries and Food) and Trevor Woolley (Cabinet

Office).

C. D. POWELL

Myles Wickstead, Esq.
Overseas Development Administration
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PRTME MINISTER

TROPICAL, FORESTS

You recall that Alan Walters came up with the idea that the

industrialised countries should pay an annual rent per hectare

for existing tropical forests, to give developing countries an

—p

incentive to stop deforestation.

The idea has now been examined by the Cabinet Office Climate
Change Group under Rlchard Wllson. Their report is attached,

together with a minute by Lynda Chalker, and notes by the Policy
Unit and the Cabinet Office.

i

There are a number of practical questions:

how do you determine the rent? The answer is that, to
R T e

provide an incentive, it has to be enough to exceed the

value of the land in alternative use. The upper limit would

befeet by reference to the cost of reducing carbon dioxide

emissions by an equivalent amount by other means.

what do you rent? The choice is between renting the entire
forest area in a particular country, or only that part of it

a——

at risk of being destroyed. The cost of the former is

obviously a lot more than the latter. But if you rent only

selected areas, then the other areas are more likely to

—————

become a target for deforestation: and the whole business of

v

identifying the at risk areas would be cumbersome and

contentious.
PORS-GIL.

how do you avoid a rip-off? The simpler the scheme, the
more likely the developing country to make hay at our
expense, without doing much to control the rate of
-~ o0 AUCR IO oMol M =2
deforestation. There would have to be a system of
performance contracts, with a steep rate of penalty if

Conslrve i
forests were not in fact pressured.

how do you monitor whether the forests are actually being

conserved and there is no surreptltlous deforestat10n°
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Experience so far with satellites is not very good.
Monitoring on the ground would be difficult and would raise

questions of sovereignty.

can developing countries actually control what happens

anyway? Some of them - eg Zaire - would find it very

difficult: they do not have pucﬁ’idea of what is happening

in the remoter parts of their territory.

can we afford it? It depends what we undertake. The
estimate is that if we (United Kingdom) rented 7 per cent of

the global area at risk, it would cost us £25 million a

. —————

year. Over 7 per cent share of a scheme covering all

P

E}opical forests would cost us £500 million within a year.

would developing countries accept a scheme? Well certainly
you could not force them, and some might see it as
infringing their sovereignty.

would other industrialised countries join a Scheme? They

e ———————

might: but there are other ways to help eg through direct

bilateral aid for forest management: and the countries with
ey e =

tropical rainforests are not all the most deserving in

traditional aid terms.

All these are questions which need further thought. For now, the
\wAmain question is: do you think there is enough merit in the idea
”

to warrant further work, to keeg o?en the possibility of your

roposin ivsche e at the forthcoming UN General Assembly?
ST e ﬁ’ R

The argument is that you could present it as a major new

initiative, which would earn us a great deal of political credit.
That is no doubt true. At the least you could propose_a pilot

\//écheme for a handful of countries with which we have cf:§§E§Enks
- Ghana, Belize, Cameroon, Nigeria .

On the other hand:
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-k/y/we have a good record on tropical forestry already, and you
o

an make much of this in the UN speech. You don't have to

ave an idea.

Vv

the scope for spending an awful lot of money, much of which
would be misapplied by corrupt and/or incompetent
governments, is pretty considerable.

But I would have thought it was certainly worth further work,
before we reach a decision either way. We need an initiative for

your UN Speech.

Agree to further work?
=)
€ N1

C. D. POWELL
13 October 1989
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OVERSEAS DEVELOPMENT ADMINISTRATION
ELAND HOUSE
STAG PLACE LONDON SWIE 5DH

Telephone 01-273 0409

From the Private Secretary

Charles Powell Esqg
10 Downing Street
London SW1A 2AA 13 October 1989

QoS (: LK(XJA\LH)
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As you will know the Cabinet Office Climate Change Group chaired
by Richard Wilson has been considering Sir Alan Walters® ideas
that Britain should take the lead in proposing that the
international community should pay a service charge on existing
tropical forest areas in developing countries. The objective
would be to encourage the governments of those countries to take
effective action to conserve forests and thereby reduce carbon
dioxide emissions. The Prime Minister asked to be kept informed
of progress. I enclose a copy of the latest paper prepared by
ODA officials in the light of Cabinet Office discussions.

It is intended that the Prime Minister’'s speech at UNGA on 8
November should focus upon the environment. The FCO and DOE have
been asked to coordinate the drafting of the speech. Mrs Chalker
is convinced that the speech should include a substantive passage
on the importance of conserving and managing tropical forests,
both for limiting global climate change and achieving sustainable
development in many poorer countries. She believes that we have
already secured considerable credit for our forestry initiative
and that we should continue to build upon it.

The issue now is whether the Prime Minister wishes further work
to be done to develop Sir Alan’s proposals with a view possibly
to the Prime Minister including it in her UNGA speech. Ministers
would need to agree collectively that a scheme were viable and
how the public expenditure consequences would be handled.

Mrs Chalker has commented that Sir Alan’s basic idea is
disarmingly simple. It involves renting forest areas in order to
give developing country governments an incentive to reduce
deforestation. The incentive to conserve forests should not
exceed the cost of locking up an equivalent amount of carbon
dioxide through increased energy efficiency. Developing
countries could decide for themselves whether the amount on offer
was sufficient to compensate them for the opportunity cost of

/maintaining
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maintaining forest areas rather than allow them to be cleared for
other, mainly agricultural, purposes.

Mrs Chalker has three main concerns. First any scheme should not
involve substantial deadweight expenditure which a government
would receive, even if it took little or no effective action to
reduce deforestation. She observes that the simpler the scheme
the greater the danger of substantial deadweight expenditure.

She believes that we should learn from our recent experience,
particularly in Africa, in supporting economic policy reform. We
have provided balance of payments support only on the basis of
strict conditionality and continued good performance.

Secondly, Mrs Chalker is concerned that in many parts of Africa
and Asia it is simply not within the power of governments to
reduce deforestation in the short term. As is the case with much
environmental degradation deforestation is closely related to
rapid population growth, putting ever increasing pressure on
marginal lands, and rural poverty. In these circumstances it is
difficult to see how we might achieve forest conservation without
tackling the underlying problems. The answer lies in achieving
progress on two fronts simultaneously: agricultural development
and sustainable forest management.

Thirdly, it would be very difficult to monitor changes in forest
areas in the way required under the scheme.

Mrs Chalker is anxious that the Prime Minister’s speech contains
something new on forestry. She is content that, if the Prime
Minister wishes, officials should do further work to see if, at
least for part of the developing world, Sir Alan’s idea could be
developed to complement longer term assistance. Mrs Chalker
believes that the UNGA speech provides an ideal opportunity for
the Prime Minister to put fresh political impetus behind the
Tropical Forestry Action Plan and to reinforce Britain’'s
commitment to mobilising our tropical forestry expertise which is
highly regarded internationally. Mrs Chalker has suggested that
the theme of this part of the Prime Minister’s speech should be
the recapitalising of the world’s tropical forests.

I am copying this letter to Bob Peirce, to the Private
Secretaries of Ministers whose departments are represented on the
Cabinet Office Group on Climate Change, and to Sir Robin Butler.

Yn WD DA R \L/\ /

( / S "‘(_vu; x(\ \'k/f‘\i)x :

D J HOPE
(Private Secretary)
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CLIMATE CHANGE

FOREST SERVICE CHARGES FOR CARBON LOCK-UP

INTRODUCTION

! it This paper develops a proposal from Sir Alan Walters to
pay annual service charges to developing country governments
to encourage the conservation of their tropical forests.
Sir Alan Walters  proposal supercedes Sir James Goldsmith’s
earlier proposal involving debt: Sir James appreciates
o The objective is to reduce the build up of carbon
dioxide (the main greenhouse gas) 1in the atmosphere by

maintaining and enhancing the stabilising influence of

tropical forests. The paper considers the potential costs

and benefits of such a scheme and its feasibility.

e Tropical forests are under continuous pressure from a
variety of sources. Sir Alan’'s idea 1is a simple one:

Britain should lead the international community in offering
to pay an annual rent per hectare on existing forest areas
in order to provide an incentive to developing country
governments to change their policies and programmes in a way
that would help conserve forest areas. A sufficient
incentive should be that the rent exceeds the value of the
land in an alternative use (mainly agriculture). An upper
limit on what we should be prepared to pay to avoid

deforestation would be the cost of reducing carbon dioxide

emissions by an equivalent amount by other means.
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DESIGN

3, The largest areas of tropical forest are concentrated
in a small number of countries, including Brazil, Indonesia
and Zaire. However, areas of vulnerable forest exist 1n
virtually every tropical country. Although the individual
areas may be small their aggregate impact is large.
Equally, in the key countries concerned, the majority of

their forests are not immediately at risk of destruction.

4, In designing any scheme based upon a rent per hectare,
it will be important to decide whether we would offer to

rent the entire forest area in any country, or only that
part of it that is considered to be at risk of being
destroyed. Those areas at Ggreatest risk will, by
definition, have a higher opportunity cost in an alternative
use. Highly inaccessible areas in the middle of large
forest areas are usually not at risk and for the time being
have an alternative use value close to zero. If a uniform
rent per hectare were adopted which was a sufficient
incentive for governments to protect the areas at risk, the
cost of a universal approach would be many times larger than

for a targetted approach under which only areas designated

as being at risk were included. Only if we could devise a

scheme by which the rent per hectare reflected the
opportunity cost of individual forest areas would the costs

of a universal and targetted approach be similar.

5 There is likely to be a trade-off between realising the
potential benefits and the degree to which a scheme is
targetted. The more a scheme focussed only upon areas of
high risk the greater the 1likelihood that other areas

currently not at risk would be deforested instead.

6 The incentive to conserve forest areas would be the

avoidance of a decline in rental income over time if
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deforestation continues. Developing country governments
would have an incentive to conserve only those forest areas
whose opportunity cost in other uses (ie mainly agriculture)
was less than the rent they would receive. Provided the
rent was no more than the cost of locking up the equivalent
amount of carbon in other ways, forest land with a higher
value in another use would still be cleared, releasing
rental payments that could be used to lock up carbon in

other most cost effective ways.

7, Any scheme based upon renting forest by the hectare
would involve making substantial payments to developing
country governments, whether or not, at the margin, forests
were conserved. Furthermore, 1f the annual incremental
income loss from continued deforestation was small in
comparison to the total rental income received (as might be
the case with a universal scheme) not only would much of the
expenditure be deadweight, but it might detract from the

incentive to take effective action against deforestation.

8. One way of reducing deadweight expenditure would be to
offer to rent a forest area en bloc for a given initial
annual sum which could be much less than would otherwise
need to be the case. The contract would provide for a
reduction in the annual rent more than proportionate to the
rate of deforestation, thus continuing to provide the
incentive to conserve forest areas. This would still

involve some deadweight expenditure.

9. While a targeted scheme may be easier to monitor it may

prove more difficult to establish and administer. What

constitutes an area at risk would need to be defined more
clearly for operational purposes. For each participating
developing country it would be necessary to delineate the
forest areas at risk. Not only would there be scope for

honest differences of opinion between professionals, but
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there 1s 1likely to be considerable haggling between
governments. Furthermore, over time, the areas at risk
change. A targetted scheme would need to be tailored to the
circumstances of each country, and as far as Britain is
concerned this could most easily and effectively be done in
countries where we have traditional 1links, eg Belize,

Cameroon, Ghana and Nigeria.

10. The only way to eliminate deadweight expenditure would
be to enter into a performance contract with a developing
country government. Funds would only be paid to the extent
that a country succeeded in reducing the rate of
deforestation below current levels. The nature of the
necessary contract may be difficult to negotiate but would

be essential to provide the incentive.

11. Assuming that a scheme were successful in providing a
sufficient incentive for governments to reduce or halt
deforestation, it would need to continue either until such
time as other non-forestry measures had been taken to reduce
the threat of global climate change, or until developing
countries had an alternative incentive and the means to

manage their forests on a sustainable basis.

BENEFITS

12. The primary intended benefit of the scheme would be in

reducing atmospheric carbon dioxide through sustaining

carbon lock-up. Depending on tree density and other
conditions the amount of carbon fixed in fast growing trees
can be as high as 26 tonnes per hectare per vyear. When
forest land 1is cleared (other than by commercial 1logging
operations) much of the wood is burnt or left to rot (both
of which lead to rapid emission of the carbon dioxide)
rather than converted to 1long-lived products. Rainforest

destruction at present levels contributes about 20% of
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annual carbon dioxide emissions. It 1is therefore a
significant contributor to the build up of greenhouse gases
in the atmosphere. Figures on deforestation in developing

countries are given in Annex 1.

13. Mature natural forests lock up substantial amounts of
carbon but are not significant net absorbers of carbon from
the atmosphere. Absorption by growing trees 1is roughly
matched by emissions from decaying ones. Emissions are much
reduced by harvesting mature trees and using the timber in
long 1lived ways (in which the carbon 1is stored) 1like
construction and furniture. Managing tropical forests 1in
this way, with appropriate protection, regeneration, and
planting, can turn then into net absorbers of carbon dioxide
for a sustained period. Sustainable management of forests
for the benefit of the 1local economy and the global
environment is the objective of the Tropical Forestry Action

Plan and ODA's Forestry Initiative.

14. There would be other potential benefits from reducing
deforestation. While they do not relate to climate change

directly, they are potentially important for other reasons:

a) tropical forests form a natural reservoir which
contains at least half of the world’s species of
plants and animals, about which we know very
little. Taxonomists estimate that only one-fifth
of forest species have even been properly
classified. Preserving forests would provide
extra space within which this biodiversity could

flourish. Conversely destroying forests would

risk making extinct species of which we are not

aware, but which could be of major scientific
value. Most pharmaceuticals, for example, have

natural origins.
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forests provide a number of important resources
for people 1living at subsistence level in
developing countries. These include food, basic

tools, and components for building.

forests provide environmental benefits to
surrounding areas, including retaining soil,
controlling rates at which watersheds drain,
modifying local rainfall and temperature

FlncEtuations.

d Lpms Any scheme should therefore be seen as complementary
to longer term measures to help developing countries manage
their forests on a sustainable basis. Whether the potential
benefits of the scheme could be realised in a shorter time
frame depends crucially as to whether governments have it
within their power, and have the institutional and financial
capacity, to reduce deforestation within their countries
prior to longer term measures taking effect. This 1is

discussed in Section F below.
COSTS
16. The scheme would provide for annual retrospective

service charge payments to governments, once monitoring

reports had been verified. The level at which that payment

might be set would require negotiation with the governments

of the beneficiary countries.

17. The maximum we should pay is the cost of locking up
carbon in alternative ways. This will depend upon the
extent to which one seeks to reduce carbon emissions. The
Department of Energy estimate that a 20% saving in energy
consumption is possible in Britain with existing

technologies through investments which are financially
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viable and therefore involve no net cost to the economy.
This is equivalent to about 35 million tonnes of carbon per
year. This amount of carbon could be locked up in forests
by reducing deforestation by 250,000 hectares a year. e
similar levels of energy savings could be achieved globally
(and there 1is considerable scope to increase energy
efficiency in many developing countries) the reduction in
the level of carbon emissions that would otherwise take

place would be equivalent to about three quarters of the

present level of carbon emission from forest destruction.

18. Further ways of reducing carbon emission from power
generation would require incurring economic costs, and
include switching further to non-thermal power generation.
Department of Energy scientists have suggested that the
ultimate cost of preventing emission levels increasing with
economic growth would be about £20 per tonne of carbon. On
this basis, sustaining one hectare of climax rain forest as
an alternative would merit an annual rental in the range
£160-£240. Until we have a clearer idea of what costs we
would be prepared to incur domestically to reduce carbon
emission, it 1is difficult to say how much we should be
prepared to pay to conserve forests purely for carbon

lock-up.

19. For a scheme to be effective in reducing deforestation
the rent must exceed the opportunity cost of retaining land
as forest. It is difficult to place an agricultural value
on land, not least because it will vary very considerably
from area to area. In some parts of the developing world
there is a private market in land which provides a basis for
assessing land values. Sir Alan has noted that in parts of
Latin America land being cleared for agriculture has changed
hands for about £30 per hectare. This would imply an annual

rental of only #3 a hectare per year.

RESTRICTED




RESTRICTED

20. In many parts of the developing world, however, land is
little traded, so that price data is not available. In many
areas of Africa and Asia the main pressure on forests comes
from increasing numbers of poor people needing forest land
for largely subsistence purposes. We estimate that in the
wet tropics such farmers may achieve an annual income
equivalent to as little as £50-£100 per hectare,
representing the return to both land and labour. One could
in theory rent the land as forest for less by compensating
farmers for not encroaching further into forest areas. But
it is difficult to make a general estimate of the loss of
income to a rural community as a result of increasing
numbers of people continuing to farm the same area of land,

with declining fallow periods and soil degradation.

21. We also considered what the opportunity cost of land
might be under modern cash crop farming. Reliable
information on actual returns to land under these conditions
would require much more work. However the analysis of World
Bank and other project reports provides an indication of
expected, and therefore possibly optimistic, annual rental
values. They range considerably from £25 per hectare
(Indonesia); £38 (Ghana coaoa); £62 (Cameroon); " e
(Costa Rica); to #£108 per hectare in Brazil. These high
values may not only be optimistic, but will tend to reflect
prospective values for that land most suited to agriculture.
Less valuable 1land would not have been selected for
agricultural development. Against these values should be
set the benefit of forest land, which is tentatively put at

£10 per hectare.

22. The cost of any scheme would also depend on the

delineation of areas at risk. Rates of destruction vary, as

shown in the Annex, but are lower in countries with the most
forest. We estimate a figure of 0.8% per annum provides a

reasonable approximation. The area at risk of destruction

RESTRICTED




RESTRICTED

is greater, as where one plot is protected, adjacent areas
will then become at risk. A minimum estimate of the area at
risk on this basis could be at least 5%, which represents at

least 120 million hectares globally.

23. The maximum cost of any scheme 1is entirely in our
hands. At only #3 per hectare, a targetted rental per
hectare scheme (covering 5% of tropical forests) would cost
£360 million annually. If, as part of an international
effort, we rented 7% of the global area at risk, consistent
with our relative economic strength in the OECD, the cost to

HMG would be #£25 million annually. A universal scheme

(covering 100% of tropical forests) would cost the UK #£500

million a year, assuming a 7% share. It is very unlikely
that this rental would provide a sufficient incentive to
affect rates of deforestation. Using returns to land as
indicated in paragraph 21, a targetted scheme could cost in
the range #2-#10 billion annually, with a cost to HMG of
£140-£700 million per annum.

Hiie MONITORING

24. It has been proposed that satellites could be used to
monitor such a scheme. The use of satellites for this
purpose 1is unproven. They could not show areas where
selective commercial logging had taken place. Nor would
they necessarily detect clearance from some areas of
shifting cultivation, which is widely practised.
Significant advances to overcome these constraints in the
near future would require a concerted effort on accelerated
research into forest satellite monitoring in the tropics.
In the meantime extensive ground truthing would be required
to check the present position in areas at risk. We have
consulted the World Bank, who agree that while satellite
monitoring is a useful tool it is not sufficient on its own.

A Swedish survey of forests in the Philippines using
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satellites showed discrepancies of up to 50% in any given
area compared to a German survey using aerial photography
and ground truthing. Satellite monitoring is however

expected to improve significantly over the next five years.

25. Ground truthing on a global scale would be
prohibitively expensive. It would also drain scarce skills
that might be better deployed in assisting forest management

directly.

26. Some recipient countries might be sensitive to the use
of satellite monitoring. Images taken in sufficient detail
for monitoring purposes could reveal military installations.
Such constraints would need to be overcome with diplomacy -
but we would clearly not agree to pay a service charge to a
country until it had unambiguously agreed to any satellite

monitoring and ground truthing we considered necessary.

Monitoring of the methods used to achieve conservation might

be required to ensure that we did not reward countries which
had taken extreme measures against their population to

conserve forests.

ECONOMIC AND SOCIAL CONTEXT

27. The causes of deforestation need to be considered as
part of an assessment of the feasibility of the scheme. At
the simplest level it 1is possible to depict two broad
models. In one the primary cause 1is population growth
leading to severe pressure on forest lands. This pressure
is exacerbated by the degradation of existing agricultural
land which forces people to seek new land. This model
applies to much of Africa and parts of Asia. For this
model, it would be necessary to develop alternative
livelihoods for those who would otherwise destroy forests if
such a scheme were to achieve its objectives. Even 1if

governments were able to protect those parts of their
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forests which are currently at risk, it 1is 1likely that
pressure would increase in other areas. It is likely that
it would be more effective and cost effective to devote

resources directly to activities which take the human

pressures off forests rather than paying governments to

guard existing forests.

28. A second model is where the primary cause of
deforestation 1is commercial logging or ranching where
governments either tolerate or in some cases positively
encourage destruction intentionally or otherwise by the
policies and programmes they adopt. This might apply to
parts of Latin America and some areas in Asia. Here there
is scope for encouraging governments to adopt policies to
reduce deforestation which might be effective. However it
is not clear that in all cases this approach would be cost

effective.

Overseas Development Administration

October 1989
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Area (Closed Annual Rate of Average Annual
Forest and other change in area change in area
Woodland) per cent thousand hectares

million hectares

World

All developed
Countries

of which: UK
All developing

countries

of which those where deforestation is greater than 300,000 hectares a year:

Afraica

Cote d'lvoire ,
Nigeria

Zaire

Indonesia

Thailand

Central and
South America

Mexico . ~1.3%
Argentina - - 3.5%
Brazil . : - 0.5%
Colombia -1.7%

Ecuador -2.3%

These ten developing countries account for about two thirds of the estimated

total deforestation in developing countries.
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GLOBAL CLIMATE: FOREST SERVICE CHARGES

I understand that Mrs Chalker will be minuting the Prime Minister
tonight with a progress report on the forestry aspects of

climatic change.

- 4 Her minute will cover a paper by ODA officials which has
been discussed in the interdepartmental group which I chair. The
paper builds on the proposals put forward by Sir James Goldsmith
and subsequently developed by Sir Alan Walters for a scheme under
which developed countries would pay service charges or rents to
developing countries for the preservation of their forests. The
aim would be to give the Governments of the developing countries
concerned an effective incentive to reduce or halt deforestation,

and make a contribution to mitigating the greenhouse effect.

3l The main question at this stage 1is whether the Prime

Minister wants more work to be done on the scheme, to keep open

the possibility that it might form part of her forthcoming

speech to the United Nations General Assembly. If so, the Prime

Minster will want to ask Mrs Chalker to commission further work
and make detailed proposals which she can consider later in the
month.

NATURE OF THE SCHEME
4. The scheme which is emerging from official discussions would

have the following main elements.

i Each developed country partcipating in the scheme would

identify developing countries with forests which were at
S—

» She——
risk but could realistically be protected. It would offer

to enter into agreements with the Governments of those

countries for the preservation of specified areas of

forest.
CONFIDENTIAL




CONFIDENTIAL

ii. In return for preservation of the forest, the developed
country would offer annual payments of "rent" or "service
charge". The size of the payment needs further work but
would probably be arrived at by negotiation, subject to
certain rules of thumb: for example, we would not want to
pay more than would be required to achieve a similar
reduction in carbon emissions by a different route.

iii. The annual payments would be subject to a steep rate of
penalty if the relevant forest was not in fact preserved.
For example, if 5% of a forest area was believed to be at
risk, 20% of the payment might be abated for each 1% of
forest destroyed. This would give recipient Governments a
strong incentive to take effective measures against

deforestation.

iv. Compliance would be measured by an agreed programme of
satellite monitoring, backed up by ground monitoring as
necessary. Payments would be made in arrears for each year,

when the monitoring data were available.

v. There would be a minimum of other conditions on the
money. It might be necessary to impose humanitarian
conditions, to ensure that recipient governments did not
take repressive measures against local populations. But
there would be no conditions, for example, on the use to
which the payments were put: that would be a matter for the
recipient.

POSSTIBLE ANNOUNCEMENT

B This scheme envisages a concerted programme by a number of

developed countries. But any announcement at the United Nations

would need to concentrate on what we were prepared tog?o. The

Prime Minister naaht want to say that the UK proposed to seek

agreements with a number of developing countries with which we
CONFIDENTIAL
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have existing relationships, and that we hoped other developed
countries would follow our lead. We could not be certain of a
favourable response, but a bold lead of this sort might offer the
best chance of getting one and would establish us in a leading

position internationally.

MAIN ISSUES
6. The Prime Minister will want to consider whether to make
such an announcement part of her speech to the General Assembly.

Some of the key issues are:

) the absence of the strings, for instance on the buying

of British goods, commonly associated with aid.

ii. how the scheme would relate to the existing Tropical
Forestry Action Plan (TFAP). That programme provides

specific aid and assistance to third world countries to
develop their capacity for sustainable forest management.
The new scheme might be presented as a holding measure,
complementary to the longer term aims of TFAP.

iii. how third world governments might react to the scheme.
The important point here is that no country would be obliged

to enter into an agreement if they did not want to.

iv. how other developed countries might react.

Public expenditure implications

¢ P A scheme would have public expenditure implications. Some
fairly substantial figures (several £100m per annum) have been
mentioned in official discussions but they could be offset in
part at least by reductions in other parts of the aid budget.
They are anyway based on the assumption that the UK would want to
enter into agreements in respect of 7% of third world forests
(roughly our share of developed countries' GDP) and that we would

need to pay the net economic costs of 1leaving potential
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agricultural land under forests. These assumptions are probably
too pessimistic. The real issue is what deal we could negotiate
with third world Governments, and it seems likely that they would
accept lower payments than have been assumed. In any case there
is no need to enter agreements for a full 7% of forests at the

outset.

8. The best approach might be to set aside whatever budget we
could afford and seek to negotiate deals which provided the

greatest possible benefit within that 1limit. Since payments
3

would be made in arrears, no expenditure 1s now likely to be
incurred before 1991/92 at the earliest. Nevertheless the costs
of the scheme would probably need to be considered in next year's
Survey at the latest.

CONCLUSION

9. The Prime Minister will want to consider Mrs Chalker's
minute and the ODA paper in the light of these considerations and
decide whether she wants further work done towards an
announcement in her speech to the General Assembly. The final
decision could then be taken when she gets back in the light of
further work .

N

®
R T J WILSON

13 October 1989
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PAUL GRAY 12 October 1989

GLOBAL WARMING - FORESTRY

We should receive a minute for the weekend box from the

ODA setting out a scheme which Britain could lead. Although

the timing is tight, it would appear possibleAEBr the Prime

N ————————————
Minister to make some specific statement at her UN speech

on 8 November.
m

The present proposal was born at a dinner conversation

between James Goldsmith and Alan -ﬁ;lters. I introduced

S

them in order to test out Goldsmith's idea of linking third

world debt retirement to forestry conservation. Walters

was opposed to identifying any specific mechanism, such

R Y . . »
as debt retirement, but agreed with Goldsmith's fundamental

tennet that tropical forests have a global economic value.

It is therefore appropriate for developed countries to pay

something for their maintenance. Both were sceptical of

the value of many present aid programmes and would prefer
to see the aid budget targetted on specific objectives such

as this.

The only real lever we have over the tropical forests is

that over 80% of them are in countries which require first

world aid in some form. Why not aim at a percentage of

ad- = od<ho environmentafly dependent, starting with the

Walters' mechanism for tropical forests? The ODA are nervous

of the proposal because it goes ag;inst their philosophy
e S

of handing out money without strings attached. The Treasury

.’-———-——f .
will also be concerned that this must not become some open

ended commitment for additional unquantifiable funding.

CONFIDENTIAL
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A major strength of the Walters' proposal is that it

recognises that there is an upper 1limit to the economic

value of forest conservation based on the costs of other

- o

wE?Ef’SE fixing carbon. For example, increased fuel

efficiency will reduce the amount of fossil fuels which

are burnt thereby leaving unburnt carbon in the form of

coal, o0il or natural gas. The marginal cost of this extra

a——

efficiency defines an economic limit to the marginal value

e ——
of an acre of rain forest. It is the recognition tha% this

limit exists which makes the Walters' proposal an

economically sensible market-related one. It does not

espouse the views of the extreme greenists who believe that
tropical forests, or indeed any form of non human 1life,

must be preserved whatever the cost to mankind!

On the basis of GDP share, the UK might take the initiative
for say 7% of rain forests. This could relate to a specific
country or countries, possibly in Africa, where we have
established 1links. The important thing is that we would

announce the initiative before other countries and it would

be with a time 1limit. There would therefore be extreme

pressure on otherﬁﬂaeveloped countries to follow suit and
establish their own rain forest initiatives. The Prime
Minister would also steal a major political march by being

8 e

GEORGE GUISE
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CABINET OFFICE
Qd0o019 70 Whitchall London swia 2as  Telephone 01-3% 270 0320

File Ref: ST 140/3 !

Mr J M M Vereker

Department of Education and Science
Elizabeth House

York Road

London
SE1 7PH 10 October 1989

I am replying to your letter of 6 October to John Fairclough. He
is in the USA this week, but I have been able to speak to him.

E(ST) (O) DISCUSSION ON EVIRONMENTAL ISSUES

Because your office had been in touch last week in connection with
the timing of the E(ST)(0) discussion on environmental issues,
before he left John reviewed the possibility of changing the
meeting date but did not wish to do so. It is unsatisfactory if
you or another scnior collecague cannot attend due to commitments
elsewhere on 9 November; and I accept there is a need to consult
with the Research Concils and that this will take time. In these
circumstances we could agree that the absolute deadline for receipt
of a DES paper for the meeting is Friday 27 October - but this
depends on other contributions arriving by the earlier date. I
hope that this relaxation will give you the leeway necessary to
produce your paper.

The discussion will continue the dialogue begun at the E(ST)(O)
meeting on 16 January by providing an update on progress over the
last year and on departments plans for the future. Account will be
taken of the new Ministerial groups. It is not the intention at
this stage to come to flirm declsions on rescarch priorities.
Resource constraints wlll, of course, affect the final outcome on
that score.

I am copying this letter to other members of E(ST)(0).

T p, b

C R WALKER




10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary , / 10 October 1989

I attach a copy of a letter the Prime
Minister has received from Dr. M.K. Tolba
of the United Nations Environment Programme
in Nairobi.

I should be grateful if you could provide
a draft reply to this letter, to reach me
by 24 October, please.

I am sending a copy of this letter and

enclosure to Bob Peirce (Foreign and Commonwealth
Office).

(CHARLES POWELL)

Miss Kate Bush
Department of the Environment




2 MARSHAM STREET
LONDON SWIP 3EB

01-276 3000

My ref:

Your ref :

The Duty Clerk

10 Downing Street
LONDON

SW1A 2AA

a
7 October 1989

D()C)f i \Ber Q\L

As discussed with one of your colleagues yesterday, I now enclose a
letter from Dr Tolba, Executive Director of the United Nations
Environment Programme to the Prime Minister which was sent to this
Department in error. We will of course provide any advice which the
Prime Minister requires on this letter.

KATE BUSH
Private Secretary
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Prime Minister

ENVIRONMENTAL POLICY

I have now seen Chris Patten's minute to you of 27 September and the

comments of Kenneth Baker and Nick Ridley.

I would also support his proposal for a }fgi_tg__}_’gper and look forward to
being involved in its preparation, particularly in respect of the
programme for the future - which will inevitably be the focus for media
interest.

7

I tend to share Kenneth Baker's reservations about the suggested "State

of the Environment" report, especially if community-wide comparisons are

to be made. In those circumstances there is always a danger of selective

figures being taken out of context to the Government's disadvantage. I
believe that this is a matter which deserves further consideration and
I would suggest that no commitment be given in the statement to the

Party Conference.

I am copying this minute to Cabinet colleagues and Sir Robin Butler.

Scottish Office
OI October 1989
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GOVERNMENT RESPONSE TO ENERGY SELECT COMMITTEE REPORT ON THE
POLICY IMPLICATIONS OF THE GREENHOUSE EFFECT

You are aware that a response is due to the Energy Select
Committee's report when Parliament returns. I attach a draft, an
earlier version of which was circulated for comments to
interested Departments, including your own. My Secretary of
State has approved the broad thrust and tone of the draft, and
would now be grateful for the views of colleagues.

We would welcome comments by Monday 16 October please, to allow
us to submit the final version to the Committee by the middle of
that week.

I am copying this to the Private Secretaries of Cabinet
Colleagues and to Trevor Woolley.

2 SY

DAVID MURPHY
Private Secretary




GOVERNMENT OBSERVATIONS ON THE SIXTH REPORT FROM THE HOUSE
OF COMMONS ENERGY SELECT COMMITTEE (SESSION 1988-89) ON THE
ENERGY POLICY IMPLICATIONS OF THE GREENHOUSE EFFECT.

INTRODUCTION

1. The Government welcomes the Select Committee’s report as
a valuable contribution both to raising the level of public
awareness of the implications of global warming and to the
national and international debate on the issue itself. The
Government fully endorses the view that the threat of global
warming and of consequent climate change is among the most
important issues facing the world today. If the changes
which some have predicted come about, no individual country
or region will be untouched or able to isolate itself from
other countries’ problems. It represents, therefore, a
truly global challenge, and one in which all countries will
need to co-operate more than ever before. ;

2. The Committee’s enquiry has illustrated that, although
there is a good deal of agreement about the roots of the
greenhouse problem and the way it could lead to significant
climate change, there remains a wide range of uncertainty
about the extent and timing of that change, and almost no
real information about the detailed regional climate changes
which might follow rises in average global temperature.
Global warming may mean changes in sea levels, in the extent
and distribution of rainfall, and consequently in patterns
of land use, including agriculture. These changes could, at
the worst, have devastating effects on the world’s geography
and ecosystems, and on human economic, social, and cultural
life. No single solution seems likely to solve the problem
of climate change: a mixture of responses - in energy
supply, energy use, and the use of other resources, will in
all probability be needed.

3. It is against that background, of major scientific
uncertainties, and of the need for any response to have the
support of nations all round the world, that the Government
must frame its policies and consider the way forward.

Action is needed in a variety of areas - scientific research
to resolve the uncertainties; in the political arena,
international agreement on the seriousness of the problem
and, eventually, agreed international action; and, in the
UK’s own energy sector, the pursuit of policies which will
ensure that the problem is not made worse. The Government
is already committed to taking those steps which are clearly
sensible at the present time, and supporting research and
other action which will lead to great®r umaerstanding of the
proBIem and more soundly-based response strategies in the
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future. These actions cover the responsibilities of a
number of Government Departments, all of whose contributions

will be needed.

4. The basis for international action will come from the
activities of the Intergovernmental Panel on Climate Change
(IPCC), organised under the United Nations Environment
Programme and the World Meteorological Organisation. The
IPCC, whose membership embraces a wide range of. nations,
including some from the developing world, has embarked on a
wide-ranging programme, examining the causes, effects, and
possible responses to global warming. The UK is playing a
major role in this work, which will, amongst other things,
produce better data on which to base future decisions. The
UK has also independently proposed at the United Nations a
Framework Convention on global warming (which the Committee
has welcomed), and is taking a leading role in its _.
preparation.

5. The Government agrees with the Committee’s view (Para2é6
of the Report) that the UK and other developed nations
should set an example to the rest of the world, to
demonstrate the seriousness of its intent. On the domestic
front, the Government is pursuing a number of policies in
the nergy sector which will help to deal with the potential

threat of global warming:

- programmes for support for energy effibiency‘and
research into renewable sources Of energy’; i

new requirements for for nuclear and rehewables
elements in the electricity supply system, under the
Non-Fossil Fuel Obligation;

new incentives for improved efficiency of electric
power generation, arising from the privatisation of
that industry:;

- support for research into cleaner coal combustion.

These policies are considered in more detail in the
following paragraphs of the Department’s response to the
Committee. In addition, the Government’s support for global
reductions in emissions of chlorofluorocarbons (CFCs) will
also have major benefits in reducing their contribution to

\t:>the greenhouse effect.

6. The Memorandum below sets out the Government’s detailed
response to the Committee’s Report. The headings and.
paragraph references correspond (unless otherwise indicated)

M Goserpn|to those in the Report.




1. BACKGROUND

1.1 The Committee briefly explains the origin of the
Greenhouse Effect, and its possible implications, and
considers, in broad terms, some of the responses which might
be made. In general, the Government agrees with the
Ccommittee (and much of the mainstream scientific community)
that the subject needs urgent attention: but, in the energy
sector, the priority is to pursue actions which, while
justified in their own right, will also assist in dealing
with the greenhouse problem.

1.2 The Government endorses the Committee’s recognition of
the relatively minor role of the UK in the production of
greenhouse gases on the global scale (Para 4). The.
Committee notes (Table 1) that Carbon Dioxide (CO:)
emissions are generally thought to be responsible for about
half of the postulated warming, although such estimates must
be treated with caution, since there is as yet no definitive
method of distinguishing man-made warming from the various
natural cycles. As a later section of the Report explains,
there are a number of other greenhouse gas emissions,
resulting from a wide variety of human activity -~ commerce,
industry, leisure; and some of the non-energy related ones
(such as Chlorofluorocarbons - CFCs) may be more readily
amenable to control without significant change to lifestyles
or to economic activity than are emissions from the energy
sector. 1 e

1.3 The lack of firm scientific data on the possible extent
and effects of global warming makes it difficult, at this
stage, to define the appropriate response to meet a problem
whose scale is as yet uncertain. Much scientific work is in
progress into the mechanisms and interaction of the oceans,
the atmosphere, the biosphere, and the geosphere; but this
will take many years to attain any degree of
comprehensiveness. Clearly, it would not be right to wait
for 20 years or more, until work such as the World Ocean
Circulation Experiment is complete: we might then, as the
committee suggests, find ourselves beyond the point of no
return. But more data is clearly needed, and it is expected
that the preliminary work of the Intergovernmental Panel on
Climate Change (IPCC), in which the UK plays a major role,
to be reported in its interim report due in 1990, will
provide further and expert assessment of impacts and
possible responses to allow future policy to be more soundly
based than is possible at present.




1.4 Para 12 also discusses the possibility that there may
be both winners and losers among countries as a consequence
of global climate change. The Government agrees with the
committee that it would not be sensible to base our approach
on the possibility of some national or regional benefit for

the UK.

1.5 The Committee suggests (Para 20) that much more money
should be devoted to R&D into global warming, ahd that only
governments can be expected to fund or co-ordinate this.
Research in this area has moved into higher gear, and the
vast bulk of the science is international. Although, within
the UK, responsibility for this work lies mainly with the
Department of the Environment and the Research Councils, the
Department of Energy joined quickly with the Department of
the Environment to find the funding necessary to help set up
the IPCC’s Working Group I (on the science of the effect).
For such work, funds can be found at short notice, and to
the extent needed - more money for this particular project,
for example, would not mean any material improvement in the
work produced. Much of the energy-related research being
undertaken by the Department of Energy (ie renewables,
nuclear, energy efficiency, and clean coal combustion) is
providing the basis for future emission-curtailment systems,
so that response strategies can be initiated more quickly,

if they are required.

1.6 The Committee suggests that the UK and its EC partners
should devote a sum equivalent to an arbitrarily specified
proportion of GDP into global warming R&D (Para 22). While
the Government accepts the need for developed countries to
provide adequate funding for such Ré&D, it does not accept
that such funding would necessarily be related to some
arbitrary proportion of GDP. Effective research requires a
bottom-up pressure of sensible ideas, and cannot simply be
called into existence by allocating large R&D funds. UK
expertise in global environmental research lies in well-
defined areas; and it is important that research should
remain focussed and goal-oriented, rather than simply expand
to mop up all the funding available to 1L,

1.7 The Government welcomes the Committee’s recognition
(Para 25) of the seriousness of its intent in relation to
the international community, in the proposing of a Framework
Convention on global warming. The UK is setting an example
to other countries in the systematic way in which it is
approaching both the science and the technology of the
threat: on the science front, we are supporting and
expanding the relevant areas of our national expertise (eg
modelling, oceanography); while on technology our continuing
support of the nuclear option, extensive promotion of




renewables technologies, the push to repeal the EC Directive
on gas burning, and support for tropical forestry
initiatives, are all clear positive leads which we hope
others would follow. S

1.8 There are, as the Committee recognises, a number of
difficulties with the conclusions of the Conference
Statement of the Toronto Conference on the Changing
Atmosphere (Paras 27-39), which proposed a 20% target for
reduction in CO. emissions. These conclusions were
arbitrary, and without substantial scientific rationale.

The Conference Statement containing them was drafted with
little regard to the discussion which took place during the
conference, which did not formally agree it or adopt it; and
the statement was issued some time after participants had
dispersed. In any event, such simple percentage targets may
not be the best approach, since the circumstances and
development of particular countries vary; such targets could
have quite different implications for neighbouring
countries, let alone those in different continents, and
provide no real indication of commitment. The evidence
given to the Committee illustrates the wide span of views on
the technical practicability of the proposed Toronto
targets; and some of the witnesses mentioned too that large
social, as well as economic, changes might be required.

1.9 The Government notes the view of the Committee that
targets will be a useful measure to judge progress in
combatting global warming. The present difficulty is that
there is no clear, agreed objective (other than the broad
one of reducing the threat of global warming), and targets
and intermediate "milestones" cannot properly be set.
Through the work of the IPCC we may discover whether, and to
what extent, emissions targets might be a useful part of a
response. The work of the IPCC, with its United Nations
base, its wide range of participation (including countries
from the developing world), and its deliberate concentration
on proper scientific appraisal, will provide a more thorough
and comprehensive view of impacts and responses than was
possible at a single event such as the Toronto Conference.

2. CARBON DIOXIDE AND OTHER ENERGY-RELATED GREENHOUSE GASES

Hydrocarbons

2.1 There are still great uncertainties about the
guantities of hydrocarbons emitted from various sources.
Restriction of such emissions, apart from methane, (ie
evaporation from petrol tanks, industrial processes,and
solvent evaporation) is more relevant to the control of




tropospheric ozone, and will probably be developed for that
purpose. Tropospheric ozone is a minor contributor to the
greenhouse effect, and will be controlled for its direct
phytotoxic and health effects. Methane control measures are
possible through a number of initiatives, including the use
of landfill gas and coalbed gas for energy purposes.

Landfill gas

2.2 The development of the UK landfill gas resource is one
of the key elements of the Départment of Energy’s renewable
energy R&D programme. The Department has played a pivotal
role in the development of this technology, through both its
landfill gas R&D programme and nine demonstration projects
funded under the Energy Efficiency Office’s (EEO)
demonstration programme, which has been particularly
sucessful at stimulating commercial application of the
existing technology. There are now 30 commercial projects in
operation with another 28 at the planning and construction
stage, utilising Tandfill gas for heating and electricity
generation. It is expected that a significant number of
other schemes will be drawn up over the next few years as
awareness of the economic and environmental benefits of
landfill gas extraction become more widely known.

2.3 The R&D programme is developing the technology further
to extract the maximum benefit and utilise the resource to
the fullest extent. 29 advanced projects (in addition to
those at 2.2 above) are under way or planned, with a
contractual commitment of over £5 million. e

2.4 A detailed technology transfer plan is being developed
for landfill gas, which will further aid the promotion and
uptake of the technology. The results of the Department’s
R&D programme in this area are being disseminated via
conferences, technical workshops, seminars etc. 1In
addition, a comprehensive range of promotional literature is
now available, directed both at lay public audiences, to
raise general awareness about the prospects for landfill gas
and other renewables, and at target professional audiences
in particular market sectors, to stimulate greater interest
in the development of these technologies. These activities
will intensify over the next year or two.

2.5 The Non-Fossil Fuel Obligation (NFFO), which is an
important part of the Electricify Act 1989, will also
provide an enhanced opportunity for the development of
landfill gas for electricity generation. There are now
around 14 sites generating electricity from landfill gas,
with an installed capacity of around 18MW. This is expected
to increase to over 26 sites, with an installed capacity of




around 50MW, by 1991. An example of current interest in
this area is that shown by NORWEB, who co-sponsored a study
by ETSU of landfill gas possibilities (with the "renewables"
tranche of the NFFO specifically -in mind), and have
initiated discussions with Local Authorities and private
waste disposal companies with a view to setting up joint
ventures to exploit landfill gas, which could, in time,
provide perhaps 15-20 MW capacity.

Oxides of Nitrogen

2.6 While, as Para 45 notes, there are emissions of
nitrous oxide (N20) - which is a powerful greenhouse gas in
its own right - from power stations, most N2O is believed to
be of natural origin, and only a small proportion comes from
energy facilities. Emissions of nitric oxide (NO) and
nitrogen dioxide (NO.) - which do come largely from power
stations and transport, and are known collectively as NO, -
are only indirectly relevant to global warming, although
they are involved in the formation of acid rain. Their main
greenhouse impact is in the production of tropospheric
ozone, and will be controlled as a secondary consideration
for that purpose, the prime consideration being to reduce
acid deposition. The Government recognises the need for
vigorous controls in this area, and is committed to NO..
emissions standards for new generating plant, to substantial
cuts in emissions from existing plant, and to a freeze on
total emissions, as a result of its agreement to the EC
Large Combustion Plant Directive and the UNECE NO,. Protocol.

The Carbon Cycle and Forestry

2.7 The Committee suggests (Para 49) that the Government
reassess the possibility of energy forestry as a means of
producing energy. On behalf of the Department, the Energy
Technology Support Unit (ETSU) has recently reviewed the
potential of wood as a_fuel, and a report will be published
shortly. The main conclusions of the report are:

- wood fuel from forestry wastes can already be
supplied to small scale industrial users,
predominantly in rural areas. With further
development and improvement, the market could be
widened;

energy forestry, both single stem and coppice
plantations, can supply wood at £2.00/GJ if developed
and managed by farmers;




simple market penetration models have been used to
show that, by the year 2000, the economic potential
for wood from conventional forestry could be 0.64 -
1.23 Mtce per annum;

short rotation forestry could have a short term
economic potential of 0.09 - 0.19 Mtce per annum. By
the year 2050 this potential could have risen to 0.42

- 2.09 mtce per annum.

As part of the Department’s biofuels R&D programme, over 35
projects with a contractual commitment of over £7 million
are under way or planned on forestry. These include pilot
scale trials, and projects aimed at reducing the uncertainty
in the economics and potential contribution from forestry,
with the R&D covering both the supply and use of wood as a
fuel. The programme is being undertaken in close
collaboration with the forestry industry.

2.8 A further review will be undertaken once the results
of the present and planned R&D work are available. All the
results of the Department’s forestry programme will be
widely disseminated and promoted, both to the forestry
industry and to potential users of fuel wood in industry and

commerce.

2.9 The impact of improvements in forestry and wood use in
the UK will, however, be limited, due not least to the
relatively small amount of woodland remaining here. Of far
greater moment is the need to maintain tropical forests,
which have a role of global importance in the recycling of
Cco. and in the maintenance of genetic diversity of plants
and animals. The Overseas Development Administration (ODA)
is responsible for UK policy in this area. Its aims are to
support efforts to arrest the destruction of rainforests; to
direct more UK overseas aid to encourage the wise and
sustainable use of forest resources in developing countries;
and to encourage additional forestry research. This
involves assistance to many developing countries (eg
cameroon, Ghana, Indonesia, Nepal), with increasing aid
expenditure on forestry as part of a new initiative
announced by the Prime Minister in October 1988. The first
results of this initiative include an offer of up to £40
million of new aid to India for forestry projects (and
developement of CFC-free strategies) and the package of
measures to assist Brazil announced by the ODA following the
then Minister’s visit there in July 1989.




Flue Gas Decarbonisation

2.10 Flue gas decarbonisation is a theoretical option for
the reduction of airborne CO., by removing it from flue
gases and disposing of it in some other way. As the
Committee notes, this is a very difficult problem, not
simply from the point of view of the technology, which has
only been tried in small-scale plant; but also because of
the problem of disposing of the large quantities of the CO:,
of the order of 5-6 million tonnes annually for each GW of
baseload coal-fired power station. The Department has
commissioned, via ETSU, studies on the costs of extracting
CO-. from flue gas with a view to using it for enhanced oil
recovery and/or injection into depleted North Sea gas wells
- these being options which offer reasonable prospects of
low leakage back into the environment. The Department will
continue to keep under review technological options in this
sector.

3. CHANGING THE FUEL MIX

Greater use of Natural Gas

3.1 The Government agrees with the Committee that increased
use of natural gas for power generation would help reduce

the potential greenhouse problem (Para 68), and welcomes the
Committee’s endorsement of its stance on the EC Directive on
the burning of gas for power generation. '

3.2 The Committee recommends (Para 69) that the Government
consider favourably any proposition for joining Great
Britain to the European gas grid. Existing UK gas reserves
are sufficient to take us into the next century, and the
need for a European connection to allow imports in large
quantities is not seen as a priority. As and when such a
development is proposed, it would be considered in the usual
way; but it must be for the market to come to a view as to
when such a connection might be necessary.

Hydrogen

3.3 The Government accepts the recommendation of the
Committee (Para 73) that the potential benefits of hydrogen
be reviewed, and is undertaking such a review with ETSU
which should be completed in 1990. However, for any impact
on CO. emissions to accrue from the use of hydrogen, it must
be produced (usually using electricity) from a non-fossil
source, and, in the UK, these are relatively limited, apart
from nuclear or the electricity-generating renewables. 1In




many uses, the electricity used to produce the hydrogen is
likely itself to be the more versatile and efficient fuel.

3.4 The Department is aware of the the joint
canadian/German/EC initiative mentioned by the Committee
(Para 73), which is intended to demonstrate the transport
infrastructure needed for bulk hydrogen, and its use in
vehicles. The gas is to be produced in Canada from
hydroelectric sources and shipped to Germany for use in
conventional power generation and a public transport bus
fleet. While there may not be much new technology involved
in the proposal, it should help to illustrate the economics
of long-distance transport of hydrogen and its use in
sectors such as transport. The Department will keep in
touch with developments on the project.

Nuclear Power

3.5 The Government shares the view of the Committee that
nuclear power on its own cannot provide the answer to global
warming, but that it can make an important contribution to
reducing CO. emissions from power generation (Para 82). It
notes that the Committee intends to investigate fast reactor
research in the light of increasing concern about COa
emissions and the long-term viability of traditional
fission. The Department will, of course, be giving evidence
to this enquiry.

Renewables

3.6 The Committee recommends (Para 90) that "the Department
should undertake further thorough analysis of the renewable
energy sources which could be deployed over the period to
2025 in the UK.." and that "funding of renewables should be
increased substantially so that technologies are brought
nearer to exploitation." The most comprehensive review of
the potential of the UK renewable energy resource was
undertaken in 1988, and the results published as Energy
Paper 55. Existing programmes are developing the technology
and enabling substantial estimates of potential to be
produced on an ongoing basis. From time to time, as data
become available from the programme, updated estimates will
be made and published.

3.7 Energy Paper 55 also included, for the first time, a
detailed breakdown of the financial resources required to
develop the UK renewable energy resource over the next ten
years. These estimates are being used as the basis for the
Department’s bid for resources for renewables R&D as part of
the annual Government expenditure cycle, and will be
reviewed from time to time, as more information from the




programme becomes available. For 1989/90, the provision
represents a 10% increase in the budget over that for
1988/89. Over £50 million is earmarked for expenditure on
renewables R&D over the next three years. It is expected
that the existence of the tranche of the Non-Fossil Fuel
Obligation reserved exclusively for renewables will provide
further impetus to the private sector to invest in relevant
R&D, and will give a considerable boost to the prospects for
generation from renewable forms of energy in the UK.

3.8 The Committee also suggests (Para 90) that the analysis
of renewables should take into account "the advantage of
their environmentally benign nature®". It should be borne in
mind that no energy production is environmentally benign, or
even neutral - there is always some impact, which changes
the environment in some way. It is true that renewables may
have some advantages in the context of the greenhouse
effect: but they still have a local, or even regional,
impact. The obvious local effects are visual intrusion,
noise, and effect on land values: but it is less easy to be
certain of the cost of such things as the long term effect
of changes to bird habitats, or of the potential costs of
changes to local underground water tables as a result of a
Severn barrage.

3.9 Proper assessment of environmental factors associated

with different energy sources is, however, an important
Eopic, Tor wnich methodologies have not yet been fully
developed. For this reason, at the request of the
Department, ETSU placed in June 1989 a contract with
Newcastle University to develop a methodology for assessing
the external costs and benefits of energy technologies, and
which can be applied across the whole spectrum of such
technologies. This work follows on from the pioneering work
of Olaf Hohmeyer, whose book "Social Costs of Electricity
Production”, published by the Eufopean Commission, was an
important first step in the quantification of external costs
of electricity production, covering atmospheric pollution,
major accidents, land use, noise, landscape values,
employment, depletion,public costs, and subsidies. The
first report from Newcastle University is due at the end of
1989.

Coal

3.10 The Government welcomes the Committee’s agreement
(Para 93) that coal is by far the largest source of fuel
resources, both in the UK and in the world, and that we
cannot turn our back on that fact. The important issue,
then, is to seek cleaner and more efficient ways of burning




that coal so as to reduce the amount needed to produce
power, and thereby to reduce emissions of CO-.

3.12 The Committee mentions the "Topping Cycle", which is a
new development which avoids the temperature limitations of
the fluidised bed process and enables full advantage to be
taken of advances in gas turbine technology. The prime
purpose of the "Topping Cycle" programme at Grimethorpe is
to take advantage of the existing facilities to test the
advanced hot gas cleaning systems which are essential if the
full potential of the system is to be realised. A
commercial plant would use fluidised bed combustion to
consume partially reacted coal from the partial gasification
stage; but for this programme, the facility will burn coal
to generate hot dusty gases, and the temperature of the
gases leaving the hot gas cleaning stage will be raised to
the operating level for modern gas turbines by the firing of
propane gas as a supplementary fuel. This high temperature
gas will be fed to an experimental gas turbine through the
hot gas cleaning system. In this way, the ability of the
cleaning system to protect the gas turbine will be assessed
under conditions similar to commercial operation.

3.13 Detailed discussions between the Department and
British Coal (BC) have been taking place since January 1989,
with attention focussed on the technical basis for the
advanrages claimed for the Topping Cycle and the level of
private sector support which might be obtained. These
discussions culminated in the Government’s decision to
provide additional funds for this work, and the Secretary of
State’s announcement on 24 August of up to £8 million
Government support for the £16 milliom Topping Cycle
development. BC is confident is confident that the balance
of the funding can be found mainly from private sector
sources.

3.14 European Community support amounting to around £3.5
million has been secured by British Coal for R&D on the
partial gasification stage and other components of Topping
Cycle R&D being carried out at their Coal Research
Establishment, and BC will seek further such support
whenever the opportunity arises. The Government’s
assistance will help bring Topping Cycle technology to the
point where support for a prototype power plant can be
sought from the new Community "Thermie" programme which is
expected to start in 1990.




ENERGY EFFICIENCY

4.1 The Government agrees that energy efficiency measures
have great potential for containing CO. emissions (Para
102); as the Committee found, however, there are different
views on how that potential can best be realised. There is
evidence that energy efficiency has in the past been
substantially boosted by price rises (particularly in the
1973 and 1979 fuel crises), but the related effects on the
| economy suggest that price rises as a means of promoting

| energy efficiency would have profound effects on our
international competitiveness.

4.2 In this context, the Committee asked the then Secreary
of State, Mr Parkinson, about the relative energy efficiency
performances of the UK and Japan (Q.510). While the Report
notes the difficulty of making accurate assessments of
countries’ comparative performances (para 106), it is
instructive to consider the impact of Japanese fuel prices.
Modelling the effect of such prices on UK energy
consumption, using the price elasticities of demand
incorporated in the Department’s energy demand model, the
UK’s energy intensity for 1987 would fall from the 0.43
shown in Table 25 to 0.31, compared with 0.26 for Japan
(this calculation excludes consequential effects on the
economy of the massive price rises). It is clear,
therefore, that a large part of the difference between
current energy intensities in the UK and Japan is
attributable to higher Japanese energy prices, which in turn
are due particularly to their lack of indigenous energy
resources; we have not attempted to quantify the
contribution to the remaining difference of obvious factors
such as ambient temperature and dwelling space per head, but
they suggest that the underlying levels of energy efficiency
would be much more similar if UK prices moved to Japanese
levels. As a more direct and local comparison, the UK’s
energy ratio has improved considerably in recent years
against other Member States of the EC, and has been
improving twice as fast as the EC average.

4.3 The Government believes in the full market pricing of
fuels as fundamental to promoting efficiency in the economy
and safeguarding international competitiveness. The
efficient working of the market will promote energy
efficiency more effectively than Government intervention,
however well intentioned. The Government’s role is to
stimulate the market for energy efficiency goods and
services, and to tackle barriers (especially lack of
information, but also institutional barriers) to the free
play of market forces.




4.4 The Report refers to an apparent relegation of energy
efficiency initiatives in the Department’s priorities (Para
104). As Mr Parkinson made clear in his evidence to the
Committee, the EEO’s work has moved on to a new phase, from
general advertising and subsidies to focussed dissemination
of authoritative information and advice. This is not a
relegation of priority; the Government’s response to the
4th Report of the Committee sets out the funding changes in
detail - and explains that they will not adversely affect
progress towards the national improvement in energy
efficiency of 20% over ten to fifteen years from 1983.

4.5. The Government agrees with the Committee’s view that
there are market imperfections in the energy efficiency
field (para 107), and the EEO’s strategy is directed to
improving the operation of the market. Through the Best
Practice programme, the EEO will enable people to work out
how efficiently they use energy, compared with others in
similar situations; it will establish what are the most
effective existing and new technologies and energy
management techniques in each sector, and disseminate them
widely; and it will help the development of new methods of
improving energy efficiency. The Government is confident
that the work of the Regional Energy Efficiency Officers
will ensure that the Best Practice programme reaches the
right decision makers at all levels of industry and
commerce. In the public sector (para 109, 112), Mr
Parkinson announced on 20 July the framework for a campaign
within Government Departments to achieve savings rising to
£45 million per year (15% of their current energy bill) in
five years; this includes the appointment in each
Department of a Minister with specific responsibility for
energy efficiency.

4.6 The anomalies in the new tariff structure for gas
(recorded in para 110) were drawn to the attention of Ofgas
who discussed it with British Gas. The Government was glad
to learn that British Gas are considering a revision of
their tariffs to remove this disincentive to energy
efficiency. :

4.7 The Report urges a review of strategy and a higher
profile and pro-active stance in the promotion of energy
efficiency (para 111), a mixture of regulation, penalties
and incentives (para 113) including a mandatory labelling
system for appliance and domestic buildings (para 115), and
incentives to encourage the installation of energy
efficiency measures (para 118). The Government believes
that, since energy efficiency makes financial sense as well
as being environmentally important, it is generally
unnecessary to set regulations or to give people other




taxpayers’ money to do what they know to be in their own
interests. The Government has recognised, through the Homes
Insulation Scheme, support for Community Insulation
Projects, and its proposed new Home Improvement Scheme, the
special position of low-income households, and it continues
to recognise this fact.

4.8 The Government welcomes measures designed to reduce
market barriers to the take up of cost-effective energy
efficiency measures. Under a voluntary agreement concluded
early this year, virtually all manufacturers of domestic
electric appliances in Western Europe are now providing
standard energy consumption information in harmonised form
for those appliances which are major consumers of
electricity (dishwashers, washing machines, tumble driers,
refrigerators, freezers, ovens); in addition, all
electrical appliances are marked with their maximum rate of
consumption - for appliances such as fires or lamps this is
the same as average consumption, effectively an energy
label. In this context it is not apparent what benefits
would be gained by a mandatory scheme. Also, the trade in
domestic electrical appliances is well developed, with many
major manufacturers operating from bases in different
countries and selling electrical models in different
markets: the energy consumption of appliances sold in the UK
is generally similar to those sold elsewhere. Special high
efficiency freezers are insulated to withstand periods of
power failure up to 48 hours and are not cost-effective in
terms of energy saving alone - it is the general reliability
of electricity supply in the U.K. which makes them
unmarketable. The EEO has commissioned a comprehensive
survey of the energy efficiency of appliances, covering the
various options for facilitating rational choice by
providing energy information in various ways, including
energy labelling.

4.9 As with appliance labelling, the Government supports
the development of home energy audits and labels, but does
not regard a mandatory regime for labelling domestic
buildings as appropriate. In particular, compelling
householders to spend sizeable amounts of money (up to £200)
in this way is not justifiable, and a public subsidy is not
an acceptable alternative. The Government is continuing to
encourage the development of commercially-based home energy
labels.

4.10 In relation to transport (paras 121-124), the
Department of Transport is concerned with energy efficiency
and has promoted improved energy efficiency in road
transport by providing publicity and information about the




financial advantages of fuel saving to vehicle owners and
operators. This includes:-

- twice yearly publication of official fuel consumption
figures for new cars available in the UK. These
booklets which are available in showrooms enable new
car buyers to compare different models on the basis
of results from standards tests;

advice, included in the above booklets, on which cars
can use unleaded petrol and on driving operation and
maintenance techniques to enable motorists to make
the most of their petrol;

in collaboration with the EEO, publication of a
booklet "Energy Efficiency in Road Transport" which
gives advice to commercial vehicle operators on ways
of improving fuel economy.

Account is also taken of fuel efficiency in policies on
control of emission of carbon monoxide, hydrocarbons,
nitrogen oxides and diesel particulates. In Europe the
Government has championed an approach to regulating these
emissions which would allow the most fuel efficient engines
to be used. A European Community Directive now sets state-
of-the-art emissions standards for new small cars. These
standards will take effect in 1992, and will probably entail
the use of three-way catalysts. The Government welcomes the
Directive. It will pave the way for tighter standards for
all sizes of car, and enable manufacturers to plan their
production with those limits in mind. However, while
controls involving the use of three-way catalysts will
significantly reduce emissions of carbon monoxide,
hydrocarbons, and the oxides of nitrogen, they will do
nothing to reduce emissions of CO.. This is a serious
omission. In the development of the roads programme, and
specifically in the recent Roads White Paper, one of the
major objectives is to relieve traffic congestion and hence
to improve road transport energy efficiency. Congestion is
a major cause of poor energy efficiency, as well as costing
industry and motorists dearly in terms of time lost.

4.11 A key Government objective is to investigate the
options for reducing the amount of fuel burnt by vehicles.
These include many of the options mentioned by the Open
University in their evidence to the Committee. They have
been given added significance by the concern over global
warming from CO- emissions. The European Community is
committed to looking for ways to reduce these emissions.




4.12 Fiscal incentives (Para 123), both in relation to
company cars and to vehicle excise duty, are a matter for
the Chancellor of the Exchequer, who bears such questions in
mind. '

4.13 The Government agrees that there are unresolved
environmental questions concerning the burning of aviation
fuel at high altitude (Para 124). High altitude pollution
monitoring is very costly, but Warren Spring Laboratory is
about to embark on a study of aircraft emissions which will
include measurements of the greenhouse gases, CO. and N2O at
ground levels, and computer modelling of effects at
altitude.

4.14 The Government notes the Committee’s general welcome
for its policy in regard to Combined Heat and Power (Paras
125-129), and will continue to encourage the economic
implementation of CHP, and work towards the identification
and elimination of barriers which inhibit such development.
Section 47 of the Electricity Act places a duty on the
Director-General of Electricity Supply to keep CHP under
review.

4.15 The Committee recommends (Para 131) the development of
methodology for conservation supply curves. The Government
has been aware for some time of the approaches described,

and the arguments for the development of such methodology.
It is interesting as a concept, but in practice there are
difficulties in ascribing values to the variables in any
model (for example, if demand for energy falls, the exact
fuel type and timing of the reduction may be as important
its volume); for this reason, it is not likely that
conservation supply curves can be a reliable predictive
tool.

5. THE MARKET

5.1 The Committee suggests (Para 134) that market
mechanisms unaided would not produce an adequate response
global warming, and that it would like to see "..market
forces in favour of moderating demand fortified by the
fiscal system, regulatory measures, and incentives." The
Government has made it clear (Baroness Hooper’s evidence,
Question 139) that it does not regard concern for the
environment and the operation of free market mechanisms as
incompatible. Many free markets operate within a range of
given parameters which are set by government intervention,
such as regulations on health or safety. But for such
intervention to come about in a realistic and useful way, it
is first necessary to understand quite well the problem




which is to be overcome and the appropriate means of
resolving it: this is difficult, in the present state of
knowledege, with the greenhouse effect.

5.2 Current and future energy prices are likely to continue
to encourage the efficient use of energy. It is recognised
that there are external costs associated with energy
consumption which are not fully taken into account by market
mechanisms; and the Department is taking steps (Paragraph
3.10 above) to provide a methodology to allow this to be
done. However, when that knowledge is gained, and the
parameters for appropriate action set - by regulation if
that should prove necessary - it is expected that market
mechanisms would provide the most efficient means through
which a response to global warming can be made. The ability
of market mechanisms to force innovation and to influence
the behaviour of producers and consumers alike should not be

underestimated.

5.3 The Committee recommends (Para 136) "..that the
environmental costs and benefits of all energy technologies
should be at the forefront of the Department’s thinking in
future.." The need for proper analysis of environmental
impact is recignised - although, as already mentioned, the
methodology does not yet exist for a precise quantification

of environmental impact, especially in global terms. The
Department’s Energy Paper 54 "Energy Technologies for the
United Kingdom: 1986 Appraisal of Research,Development, and
Demonstration" included an initial assessment of the
environmental impact of each of the technologies considered
(spelt out in detail in the Background Papers, published as
ETSU-R-43). That assessment did not take account of global
warming; but it will be reviewed, incorporating the new
environmental impact methodology when that is available.

The Department has powers under the Electricity and Pipeline
Works (Assessment of Environmental Effects) Regulations 1989
to require the production of an environmental impact
assessment before granting consent to new large-scale power
sources: this allows due consideration of the environmental
effects of new plant, but, if tighter national emissions
standards are eventually to be required, that would be
covered by existing (or revised) legislation on air quality.

5.4 The Committee recommends (Para 138) that "..energy
saving be included in the non-fossil fuel component of
electricity supply.." and that "..something akin to the non-
fossil fuel requirement must be introduced to secure the
full take-up potential of CHP." The primary aim of the Non-
Fossil Fuel Obligation is to achieve security of supply
through diversity of fuel inputs. Energy efficiency and
fossil fuel CHP schemes do not fulfil this aim, and have




therefore not been included in the obligation. Electricity
from CHP schemes, where the fuel source is non-fossil,
contribute to diversity in supply, and will be able to count
towards the obligation. As diversity has a cost, it is
necessary to legislate to ensure that it is maintained.
Measures which improve efficiency, however, such as CHP and
energy efficiency, benefit those who implement them. There
is no need to legislate for proposals which are in the
consumer’s own interest to implement. ;

5.5 The Committee accepts (Para 141) that a simple carbon
tax would create problems of acceptability on the grounds
that nations would be affected to different extents by
virtue of their energy sources rather than their energy
consumption, and recommends that the EC should examine the
feasibility of fiscal measures which would reflect the costs
of global pollution caused by energy production of all
types. Such measures would reflect transboundary costs, and
not those specific to the nation where the energy production
is taking place. It may be that fiscal measures of this
kind could arise out of the work that the IPCC is carrying
out at present, and which ranges much wider than the EC.

The Government will give serious consideration to any
recommendations from that forum on this aspect, taking into
account both internal and transboundary effects.

6. CONCLUSIONS

6.1 The Committee says (Para 146) that it would be
inexcusable if pusillanimity and the inability of
governments to plan long term allowed irreversible global
warming to occur. The Government fully agrees: the question
is what, at the present state of knowledge and international
consensus, are the sensible courses of action. The
Government has already been able to settle on a number of
policies which will help with the problem. Further
information, eg from the IPCC, will allow this process to

continue.

6.2 The Committee accepts (Para 147) that the present
uncertainties surrounding the scale, pace, and consequences
of global warming are such as render unjustifiable the
immediate introduction of expensive or draconian penalties
for CO. emissions. It recommends the setting of emissions
targets because the "insurance premia" required to achieve
them are so modest - although much of the evidence presented
to the Committee suggested that the Toronto target of 20%
reduction, used for illustrative purposes, would be very
difficult indeed to achieve and would even then take many
years. The Government believes that, at this stage, the




adoption of targets would be premature, in the absence of
adequate information.

6.3 The Committee acknowledges that the Government had been
in the forefront of UN activity on climate change (Para
149), and looks for early action to accelerate the adoption
of energy supply and demand measures which are inherently
economic and which would reduce CO. emissions. The
Government is pursuing a number of such measures already.

To go beyond this, at significant cost to the UK, in the
absence of agreed international action, would be both
economically punitive and unlikely to have any significant
global impact.

6.4 The Committee expresses concern at changes in the
Department’s R&D budget, and recommends that this should be
substantially increased. Recent developments in the
Department’s budget have been explained to the Committee.
The Committee is to conduct a separate enquiry into the fast
reactor. Expenditure on renewables is rising, and the
Govrnment has announced, as already noted, a substantial
increase in expenditure on clean coal combustion research.
These areas of research are both ones which carry large
potential benefits in terms of global warming.

6.6 Against a background at the time of media speculation

and rumour, the Committee recommends (Para 154) the
retention of the Department of Energy, to provide a coherent
overview across all sectors so as to deal with the likely
problems ahead. The Prime Minister has announced that the
Department will continue as a separate entity at least for
the life of the current Parliament. It should, however, be
borne in mind that the Department of Energy is only one of a
number of Departments in this particular area: other
important roles are played by the Department of the
Environment, the Ministry of Defence (via the
Meteorologiocal Office), the Foreign and Commonwealth Office
and the Overseas Development Administration, and the
Ministry of Agriculture, Fisheries, and Food.

6.7 As noted at the beginning of this Memorandum, the
Committee’s enquiry and Report have performed a valuable
service in helping to expose the debate on the greenhouse
effect to a wide audience. It is encouraging to note that,
overall, the Report agrees that the Government is generally
doing the right things; and that the Department’s programmes
- in their support of nuclear power, renewables, and clean
coal combustion - are aimed in the right directions to help
combat the threat of global warming. In an area beset with
so much uncertainty, there is clearly room for some
divergence of views on how quickly and how far to react.




Both the Committee and the Government recognise the great
importance of this issue, and the Government will continue,
through its support for work via the IPCC and elsewhere, to
devote great attention to resolving the uncertainties and
developing policies to combat the problem.




Ministry of Agriculture, Fisheries and Food
Whitehall Place, London SW1A 2HH

From the Minister

PRIME MINSTER

ENVIRONMENT POLICY

Chris Patten copied to me his minute to you of 27 September

seeking your agreement to publishing a White Paper on the

Environment in the early Autumn of next year and to announce this

at the Party Conference.

There is a clear need for the Government to continue and indeed
reinforce its publicity on the very real progress we have made in
this area. I shall certainly be making this an important element
of my own publicity campaign over the coming months. There is of
course, a close inter-relationship between many of the policies
which are of concern to DoE with those of my own Department. i

therefore welcome Chris Patten's assurance that there will be

close consultation should the decision be taken to proceed with
the White Paper when we shall no doubt have some points to make.
It would also be helpful for there to be similar consultation on

any announcement that might be made at the Party Conference.

/I must say




I n., say that I do share Ken Baker's hesitations about a

periodic '"'State of the Environment'" report. I have no objections

ED issuing such reports as and when they may suit our purposes.

/But a firm commitment to issuing them on a regular basis could
___,,——’—'——-‘-ﬁ

lead us 1into difficulties YEEEE~ it might be wise to avoid.

Should any such report be issued, however it would be important

that my Department should be fully involved in the preparation.

I am copying this letter to Cabinet colleagues and

Sir Robin Butler.

JOHN GUMMER

Minister of Agriculture
Fisheries and Food

( October 1989
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10 DOWNING STREET

LONDON SWI1A 2AA
From the Private Secretary
MR. WOOLLEY
CABINET OFFICE

ENVIRONMENTAL POLICY

The Prime Minister was grateful for Sir Robin Butler's note of

3 October about Mr. Patten's minute of 27 September. You will have
seen the letter I have sent to DOE recording the Prime Minister's
reactions to the Secretary of State's proposals and her wish to
establish a Ministerial group. I also circulated the list of
members which was proposed by Sir Robin. You will also wish to
know that she has confirmed that she would like the official
interdepartmental group chaired by Richard Wilson to continue to
support ministers in identifying issues on Government policy.

AR

CAROLINE SLOCOCK
6 October 1989

CONFIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG
01-270 3000

é October 1989

Rt Hon Christopher Patten MP
Secretary of State for the
Environment

Department of the Environment
2 Marsham Street

LONDON

SW1P 3EB

Dear W%‘ Shae,

I undertook at our meeting on 7 September to let you have some
comments in writing on Professor Pearce's report on sustainable
development. I attach a note by my officials.

The Report - and some of the material which accompanied its
release - conveys the impression that sustainable development is
an operational concept. Regrettably, this does not stand up. As
parts of the Report honestly admit, there are severe difficulties
in the valuation of environmental regsources and impacts; often,
they cannot even be quantified. This means that Taudable-sounding
objectives such as measuring sustainable income and taking account
of it in decisions are, in practice, unlikely to be achievable in
the foreseeable future.

A related point is that the so-called "integration" of
environmental concerns into economic decision-making may be much
more difficult than the Pearce Report appears to imply. We have
to be .very careful —mot _to r3ise fatse expectations. I fully
endorse taking account of environmental concerns; I also endorse
making use of market mechanisms wherever these are possible,
feasible and consistent with our policy on other issues such as
taxation. But far-reaching integration of many aspects of
environmental and economic decision making is likely to prove
impossible.




The references to taxation, although in general terms, raise very
difficult issues, both practical and political. It is very
important not _to encourage any assumption that future policy is
directed towards the introduction of pollution taxes. For one
thing, that simply is not the case at present. 'And although I
should be happy to consider any specific proposals put to me, I
have to say that there would need to be very forceful arguments
for going down this road to offset its potential disadvantages.
For introducing necessarily arbitrary pollution taxes would
represent a considerable departure from our taxation policy
hitherto. And, of course, to introduce any ollution tax
unilaterally would merely disadvantage UK industry vis a vis its
overseas competitors, without making any significant difference to
the greenhouse effect. I am grateful that you have avoided giving
credence to such speculation in your comments on the Report. That
said, I agree it would be useful for your officials to do some
work on marketable permits and pollution charges.

I understand that you and your officials are currently considering
how to take forward Professor Pearce's work, beyond a recognition
that the issues raised need to be pursued in the OECD and UN
contexts. It will be important that the Treasury and indeed other
interested departments are fully involved in this. Before further
work is undertaken I should like there to be a thorough discussion
between our officials, and then for you and I to agree on any
future work programme. And it goes without saying that, if
colleagues agree to your proposed White Paper, I should expect the
Treasury to be fully involved in that too.

I am copying this letter to the Prime Minister.

FWQ NIGEL LAWSON

4 i
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OFFICIALS' COMMENT ON THE PEARCE REPORT

The Pearce report has raised awareness of the need for
incorporating environmental factors in economic decision-making.
It puts a helpful case for conducting careful analyses of
environmental factors and ensuring that they are put in an
economic context. It is also a useful review of the available
techniques for the monetary estimation of environmental values.

However, the Report's conclusions underplay the substantial
practical difficulties in valuing environmental resources and
integrating environmental and economic statistics. The text does
acknowledge a number of the problems of valuation - for example,
those entailed in environmental accounting, such as the
arbitrariness of quality standards. But the Report is
over-optimistic about problems such as measuring welfare losses
due to pollution and depreciation in the natural resource base.
Such statistical exercises can absorb considerable amounts of
skilled resources, to little practical benefit. A related cause
for concern is the wide range of answers likely to be generated in
an attempt to value such environmental resources as forests and
wetlands - reflecting probably inevitable difficulties with such
techniques as contingent valuation. In this regard, the authors
note that "much more work is required to adequately explain" the
variability between willingness-to-pay and willingness-to-accept
valuations. The Report points to our relative ignorance in these

areas.

Perhaps inevitably for a report with such a wide sweep, there is
little that appears to be operationally useful for policy
formulation. This is implicitly recognised in the

recommendations, which are mainly for further research.

Turning to the recommendations themselves, the high priority ones
for the preparation of statistics are unpromising. "Sustainable
income" 1is an elusive concept, and it is not clear which of
various alternative definitions, if any, should be adopted. Yet

CONFIDENTIAL




they have radically different implications. "Integrated
economy-environment statistics" would be very costly to produce
and of doubtful value in practice, given the enormous margins of
error to which they would be subject. It is 1likely to be more
productive to focus on major environmental problems (such as
global warming and acid rain) case by case, and work through their

particular economic linkages.

A second group of recommendations proposes feasibility studies of
the use of charges, taxes and marketable permits in selected areas
of poliution control. While it might be useful for the Government
to do some work on marketable permits and pollution charges, along
the 1lines suggested by Professor Pearce, no encouragement should
be given to the presumption that future policy is somehow already
directed towards the introduction of pollution taxes.

The remaining recommendations are unlikely to have major economic
implications in the short term. Some of these (eg work on how
past growth has affected the environment, and on the idea of
'importing sustainability') are for academic research rather than
for Government action. Some, such as investigating the effects of
the energy and agriculture sectors on the environment, or revising
Treasury guidelines, are activities which are in any case in hand
to some degree. And some are simply not workable. For example,
the recommendation that, for each public expenditure "programme"
(not defined) "environment capital in the aggregate" should not be
reduced, turns on there being an operational measure

environmental capital. Even if this were the case, which it

not , it is far from clear that this recommendation would

desirable.

To conclude, there is clearly a case for paying more attention

environmental costs and benefits and the Report is helpful in
raising awareness of environmental issues and their 1link with
economic decision making. It is a useful contribution to a
developing debate. But however theoretically sound many of the

Report's arguments may be, it is preferable for Government to

CONFIDENTIAL
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support work which is likely to generate outcomes which are useful

in practice. The most cost-effective approach is likely to be to
tackle specific environmental issues on their own merits rather
than 1look for new comprehensive policies based on some overall
philosophy of "sustainable development".




10 DOWNING STREET
LONDON SW1A 2AA 6 October 1989

From the Private Secretary

CONF IDENTIAL

c%gJ (aogfff.

ENVIRONMENT POLICY

The Prime Minister was grateful for vyour Secretary of
State's minute of 27 September. She has also seen the Chancellor
of the Duchy of Lancaster's minute of 3 October, the Secretary of
State for Trade and Industry's minute of 4 October and the
Secretary of State for Energy's minute of 5 October.

The Prime Minister welcomes the proposal to publish a White
Paper on the environment, which she notes he would 1like to
publish in the autumn of next year; and she agrees that the
Secretary of State should announce this at the Conservative Party
Conference. The Prime Minister considers it important that the
White Paper should be eminently readable and should have a strong
scientific base. She thinks that it should be accompanied by
updated version of the environmental leaflets issued by your
Department, which she notes have been well received.

To coordinate the work of Departments in developing future
policy towards the environment, the Prime Minister plans to set
up and chair a Ministerial Group, details of which are attached.
She suggests that Mr Patten should now circulate a more detailed
policy paper to colleagues in advance of further work.

Your Secretary of State also suggested that a periodic
"State of the Environment" report should be launched next vyear
with the White Paper. The Prime Minister would not want any
public commitment to do so to be given before we have a clearer
idea of what such a report would look 1like. She would not
therefore wish this to be announced at the Conservative Party
Conference, as your Secretary of State proposes.

I am copying this letter to the private secretaries of
members of Cabinet and to Trevor Woolley (Cabinet Office).

s %\:\mﬁfj/
g O e

CAROLINE SLOCOCK

Roger Bright Esqg.
Department of Environment

CONFIDENTIAL
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MINISTERIAL SUB-COMMITTEE ON THE ENVIRONMENT COMPOSITION

Prime Minister

Chancellor of the Exchequer

Secretary of State for Foreign and Commonwealth
Affairs

Secretary of State for Trade and Industry

Secretary of State for Health

Secretary of State for Education and Science

Secretary of State for Transport

Secretary of State for Energy

Secretary of State for the Environment
Minister of Agriculture, Fisheries and Food

Terms of Reference:

"To develop future policy towards the environment."
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Prime Minister
ENVIRONMENT POLICY

I have seen Chris Patten's minute of 27 September. I agree
entirely with him that publication of a White Paper along the
lines he proposes will enable us to present all our environmental
achievements and policies in a coherent and convincing fashion.

Publication in time for the World Cllmate Conference in October

—

next year will establish our credentials for 1nf1uen01ng the

direction of that Conference's thinking.

—

I welcome Chris's offer of consultation over the content of the
White Paper. Many aspects will be of direct interest to my
Department, including the successful promotion of unleaded petrol

R emem——

and the question of nuclear waste. It will be partlcularly
1mportant to ensure that no damaging uncertainties are raised in
the minds of investors in the run-up to flotation of the new

electricity companies.

I am copying this to Chris Patten and recipients of his minute.

Saprs

Secretary of State for Energy

— th
_\j October 1989
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10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary ' 4 October 1989

I enclose a copy of a letter the Prime
Minister has received from Jonathon Porritt
of Friends of the Earth.

I would be grateful for your Secretary
of State's views on what response the Prime
Minister should make to this invitation,
which she will want to consider at our next
diary meeting on 30 October.

(CAROLINE SLOCOCK)

Miss Kate Bush,
Department of the Environment.




the department for Enterprise

PRIME MINISTER

ENVIRONMENTAL POLICY

In his minute to you of 27 September Chris Patten proposes
publication of a White Paper on the Environment in the early
autumn of next year and, to coincide with this, publication of

the first of periodic 'State of the Environment" reports.

I support the proposal and the suggestion of an announcement
at the Party Conference. As Chris says we need to ensure that
our good record on the environment is better understood and
appreciated nationally and internationally. We need to
demonstrate our commitment to the environment and how, for
example, as a Government, we are acting on the need for the
environment to be integrated in economic and industrial

policies consistent with Rrundtland.

A White Paper next year would help, building on the recent
efforts to which Chris refers and the presentation of our
policies and record during the passage of the Environment
Protection Bill. It would also help my department in its

efforts to encourage increased business awareness and action

on the environment, in particular in setting environmental




(5]

the department for Enterprise

policy in a forward-looking framework. This will help
businesses plan their own responses to the increasing

pressures for higher standards.

I am copying this letter to Cabinet colleagues and

Sir Robin Butler.

N R

4 October 1989

DEPARTMENT OF TRADE AND INDUSTRY

PE2ACM




PRIME MINISTER
ENVIRONMENTAIL POLICY

You agreed vyesterday that Mr Patten could announce the

publication of a White Paper at the Party conference; and noted

that he was keen that there should be real drive in all

departments to contribute to new thinking. A Ministerial group

which you would charr was suggested You commented that you
thought that thlS was not necessary but said that you would set
one up if Mr Patten wishes. I have relayed this message to Mr

Patten[ QHB*EBhEIEEE_EBat he thinks it would be useful to have a

Mlnlsterlal Group, partlcularly Jife you would chalr 1% AS  Sir

Robln Butler mentloneaﬁln his mlnute to you, Mr Patten would also
llke Mr Wilson in the Cabinet Office to continue to chair an

PRSI

1nterdepartmental group of officials to support Ministers.

Sir Robin suggested membership of the Ministerial Group as
attached. He proposed that other Ministers with an interest
might be called on an ad hoc basis. He also thought you would

PR DR

want to consider whether the Lord President and the Chancellor of

the Duchy of Lancaster should be included.

We have now received further letters of support for the idea of a
White Paper from the Secretary of the Energy and Trade and
Industry (attached). ST e

Content:

- to chair a Ministerial group on the environment; /Cw

- to the membership proposed by Sir Robin; or do you want to

also involve the Lord President and Mr Baker? /Vo

- to retaining the official inter-departmental group chaired

by Richard wWilson? “f

: [ AD
Caroline Slocock l e
4 October 1989

f"
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CONFIDENTIAL

Ref. A089/2512

PRIME MINISTER

In his minute of 27 September the Secretary of State for the
Environment proposes that the Government should issue a White
Paper on environment policy in about a year's time together with
a "State of the Environment" report; and that he should make an
early announcement, probably at the Party Conference, of the

intention to do so.

2 This proposal stems from your discussion with Mr Patten on
14 September. You will probably wish to agree, perhaps making
the point that the White Paper would need to have a strong
scientific base, be eminently readable and be accompanied by
updated versions of the various environmental booklets which the

Government has published.

3. Mr Patten raised with me last week the machinery for
———
carrying out this work. He is concerned that there should be a

real drive in all departments to contribute new thinking to
*

environmental policy and wonders whether you would be prepared to

—_—
chair a Ministerial group to Kkeep progress under review. I
— e mamatl

promised to put this to you.

4. In case you wish to constitute a formal Ministerial group I
attach a list of possible members and terms of reference. Other

departments with an interest (for instance the Department of
Employment) could be invited to attend as necessary. You would
also need to consider whether the Lord President and the

CONFIDENTIAL
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Chancellor of the Duchy of Lancaster should be members.

o

5 e Whether you wish to convene a Ministerial group or proceed
by ad-hoc meetings, you might wish to invite Mr Patten to

circulate a paper setting out in more detail the areas where he

thinks policy might be devéloped. This could form the basis for

a Second Reading discussion before work is put in hand.

ey

6. Mr Patten also told me that he would welcome it if the
Cabinet Office were to continue to co-ordinate a group of

officials to support Ministers in identifying the issues on

environment policy. i i) o yoﬁ agree I will ask Mr Wilson to

continue with his group.

—

[ RB.

ROBIN BUTLER

3 October 1989
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Chancellor of the Duchy of Lancaster

PRIME MINISTER
ENVIRONMENT POLICY

I have seen Chris Patten's minute to you of 27th September in
which he recommends publishing a White Paper on the Environment
in the early autumn of next year. I would strongly support this,
it seems to me to be well timed and I think he will need several

months in order to get this into good shape.

It is important to pull together all the various initiatives that
we have taken in such a complicated area so that the public are
much more aware of what we have achieved in the last ten years.
In addition to this, there will be measures that we will take in
the forthcoming Bill, and no doubt other proposals for further
developments in the future. The White Paper should also cover
the extensive research into environmental matters by the various

Research Councils.

I hope that the White Paper will be presented in a really

attractive way, so that it can get a very wide coverage.

I am a little less enthusiastic about a periodic 'State of the
Environment' report. We must ensure that this does not become a
rod to be laid heavily on our backs. I have in mind the annual
report of the HMI con the state of Education. ainly the White
Paper could itself be a 'State of the Environment' report, but I
think we should be very wary of announcing any regular series of
publications. This may well enflame expectations, some of which

we might have some difficulty in meeting.

I am copying this minute to Cabinet colleagues and Sir Robin
Butler.

«3f10ctober 1989
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PRIME MINISTER

ENVIRONMENTAL POLICY

The Secretary of State has minuted you (Flag A) proposing:
- that he should announce at the Party Conference the
publication of a white paper on the environment in the

autumn of 1990;

- that he should also announce an intention to launch next

- . . "’-—.—_—
year a periodic "State of the Environment" report.

E————

He also mentions in passing the follow up to the Pearce report
———————

and the need to update the Government's environmental leaflets.
I also attach a minute from Sir Robin Butler (Flag B) suggesting:

- that you should stress that the White Paper should have a

strong scientific base, be eminently readable and
_—-—"'\-——-—-\,’——_—‘—'

accompanied by wupdated versions of the environmental

St T
leaflets;

- that the Secretary of State should circulate a paper

setting out the policy in more detail before further work is

set in hand;

————
- that the Secretary of State would 1like there to be
machinery to ensure there is a real drive in Departments to
contribute to new thinking; and proposing the membership of

a Ministerial group if you thought that appropriate.

Mr Baker has minuted you (Flag C) giving strong support to a
White Paper but expressing doubts about a regular State of the

Environment report, lest it become a hostage to fortune. He




<

would prefer the White Paper itself to be such a report.

Carolyn Sinclair also advises (Flag D) caution on the State of
r‘_—___ﬁ

the Environment report. She suggests that a public commitment

should not be given until it is clearer what would be involved.
But she doubts whether EC pressures for the annual publication of

statistics would in any case be easy to resist. Carolyn also

helpfully sounds a note of caution about the follow-up to the
Pearce Report, which raises complex 1issues which need to be

explored across Departments.

Do you agree:

\///4/E6 an announcement of a White Paper at the Party
c

onference for publication in the autumn of the next year;

- to stressing that it should be eminently readable, have a
strong scientific base, and should be accompanied by
updated leaflets;

v///4 to asking Mr Patten to issue a more detailed policy paper

in advance of further work;

U“y_ to setting up a Ministerial Group with the membership
e e e

proposed by Sir Robin (and calling on other Ministers as

required but not including the Lord President and Mr Baker);

- and stressing the need for this group to look particularly
carefully at the follow up to the Pearce report;

- to expressing caution about the "State of the Environment"
report and giving no commitment to publishing one annually
until this has been looked into further.

Caroline Slocock ::

3 October 1989




CABINET OFFICE
7 Whitchall London SWIA 2AS Telephone 0120 Q259

From John W Fairclough FEng
Chief Scientific Adviser

w0240

Dr D J Fisk

Chief Scientist

Dept of the Environment

Room A 314

Romney House

43 Marsham Street

London SW1P 3PY 2 October 1989

Dear David,

E(ST)(O) DISCUSSION ON ENVIRONMENTAL ISSUES

A year ago the Prime Minister's speech to the Royal Society
signalled Government concern about 'green' issues. In April,

the Prime Minister's seminar on Climate Change confirmed the
importance of this area of research and indicated that we

should build on existing organisations and research strengths.
Since then there has been a developing public and political
awareness of a broad range of environmental matters and I
believe that it is timely for E(ST)(0) to again consider overall
activity on environmental issues and Departments' future plans.
I would like to do this at the meeting on 9 November.

You will recall that in January the Committee took a look across
the board at Departments' interests in environmental issues, and
the science and technology aspects of their developing plans and
priorities. The aim then was for the Committee:

- to satisfy itself that a cpherent approach was being developed;

- to determine the need, if any, for greater coordination at
national level;

- to agree the UK input to EC and other international programmes.




I believe that we all found that exercise helpful and I would now
like E(ST)(0) to review the progress over the last year. In the
light of the conclusions of the Prime Minister's seminar I feel
that the above three headings are still important and that we
should use these as a basis for gathering information.

Accordingly I am inviting you and copy recipients, in particular
John Rae, Ron Bell, John Vereker - on behalf of the Research
Councils - and Geoffrey Pope to submit papers (no more than four
pages if possible) to the meeting, highlighting progress over the
last year on environmental matters and outlining plans in hand
for future work. I should be particularly interested to learn of
progress made in achieving greater coordination at both
Departmental and Research Council level.

Other Departments are welcome to submit papers if they wish to do
so. All contributions should reach the Secretariat by Wednesday

18 October.

Yours sincerely,

JOHN W\FAIRCLOUGH

Circulation: full E(ST)(0)
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ENERGY POLICY EFFECTS OF GREENHOUSE EFFECT: DRAFT PAPER FOR IPCC

My Secretary of State's predecessor minuted the Prime Minister on
19 May to describe the work which the UK had proposed should be
carried out within the work programme of the Intergovernmental
Panel on Climate Change (IPCC) on practical options for limiting
the emissions of energy related greenhouse gases. This work will
be a contribution to the major report on the consequences of the
greenhouse effect which will be prepared by IPCC towards the end
of next year.

The relevant IPCC working group has asked for an interim report
from countries and I attach a summary of the working document my
Secretary of State approved for submission. Final reports from
countries are expected to be submitted towards the end of the
year and the intention is for this Department to improve the
analysis and extend it to cover other cases (eg in renewables).

I am copying this to the Private Secretaries to those Ministers
who received copies of the minute of 19 May.

DAVID MURPHY
Private Secretary




WORKING DRAFT: SEPTEMBER 1989

REPORT FOR IPCC ENERGY AND INDUSTRY SUBGROUP

UK COUNTRY STUDY

SUMMARY

1.1 This report responds to the remit agreed at the May meeting
of the subgroup for countries to prepare reports on possible
options which they consider relevant to reducing emissions of
energy related greenhouse gases in the period up to 2020, and the
costs associated with such options.

1.2 After reviewing the past pattern on CO2 emissions in the UK
(Chapter 3) it develops energy scenarios for the UK's energy
sectors based on assumptions about possible economic growth and
world energy priCES“proviaEGﬁtq~the;{Ekvfarmuseuiahall'
participating country studies (Chapter 4). These scenarios are
used to provide the basis for examination of the impact of
different options for reducing CO2 emissions. -

.

1.3 The report then considers (in Chapter 5) some examples from
a range of different options to assess their impact on CO2
emissions and possible costs:-

- 19 energy efficiency concentrating on the domestic
sector and CHP

nuclear power
renewable energy (concentrating on wind)
removal of CO2 from flue gases

the increased use of gas in electricity
generation.

It also considers the effects of increases in cost of energy and
the contribution of methane emissions in the UK to the greenhouse
effect and options for reduction of this (Chapter 6).

1.4 As the report is interim and incomplete, we are able at this
stage only to draw partial conclusions:-

TP energy efficiency can play a major role in
reducing CO2 emissions without additional cost, but the
achievement of the savings depends on the actions of a
large number of individual consumers which the
Government's influence is limited;




expanded nuclear Power programmes could_also

e CO2 emissions without very great economic
penalty - but of Course there are other non-economic
difficulties; %

renewables can'play a cost_effective role in
reducing CO2 but their contribution is likely to be
lim Y a very small proportion of total co2
emissions; j

the removal of co2 from conventional coal fired

power ‘stations could also play some role in reducing
Co2 emissions, but the costs are very high and the need
to build up experience .of such plant could limit the
scale of its.gontribution,j"‘< :

. there is consideéable Scope for saving C02

. emissions in the early years by a rapid increase in the

-w;ya,u#!‘k_uy’,-.‘_n ‘e 3
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The Right. Hon. Margaret Thatcher MP Friends of the Earth
10 Downing Street

London

SW1

29th September 1989

Dear Mrs Thatcher,

It was a great privilege to meet you on Monday at the Good
Housekeeping Awards Ceremony, and I felt immensely honoured to be
in such distinguished company. Thank you too for your own kind
words.

I hope you don't mind me seizing the opportunity to ask whether
it might in any way be possible to snatch half an hour of your
time to hear more of your thoughts on how best to address some of
today's environmental issues.

Your contribution to this crucial debate has been very
significant, and we are greatly encouraged by your own personal
efforts to keep environmental issues so high up the political
agenda.

I would much appreciate the chance to share some ideas with you.

Yours sincerely

/fm\wé\;q»m%

Jonathon Porritt
Director

g

HELP THE EARTH FIGHT BACK

26-28 Underwood Street London NI 7)Q Telephone 0l 490 1555 Fax Ol 490 088/

Friends of the Earth Limited Registered in London No. 1012357 Registered office as above Vat No. 242 3265 87
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CONFIDENTIAL

PRIME MINISTER 28 September 1989

ENVIRONMENT POLICY

1. Chris Patten has minuted to you proposing

(1)

to publish a White Paper on the Environment in

the early autumn of 1990; and at the same time

to issue the first of a series of reports on

the "State of the Environment" in the UK.

He would like to announce both publications at this year's

Party Conference.

White Paper

This would include:

(a)

a statement of the Government's overall philosophy

on environmental matters;

factual material including success stories and

problem areas;

a list of the Government's actions (eg Wildlife
and Countryside Act, creation of a single Pollution

Inspectorate);

pointers to the future, including global issues
such as climate change, the Government's ideas
on economics and market mechanisms, and the need
to integrate environmental considerations into

economic and industrial policy.

CONFIDENTIAL
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CONFIDENTIAL

Comment

The idea of a White Paper which would spell out the Government's

approach to the environment and list its achievements is

a good one. Because the subject is diffuse, and the many
environmental pressure groups so active in their criticisms,
a comprehensive statement of the Government's actions and
views is badly needed. The Department of the Environment's
excellent booklets "Environment in Trust" go some way to
meeting this need, but they do not have the authority of

a White Paper.

There is one point to note on the proposed scope of the
White Paper. Chris Patten suggests setting out the Government's
ideas on economics and the environment. This is Pearce

Report territory.

The messages in the Pearce Report need very careful thought

€g

Pearce argues that the Brundtland Commission view
that it is not necessary to trade off environment
and development is simplistic. Some trade-offs will

need to be made.

He also argues that if we value the environment,
we must be prepared to see prices adjusted to reflect

the environmental costs of production.

Environment policy is going to cost more if we are
really serious about controlling acid rain and global
warming.

These messages raise two questions:

(a) Are we - and other countries - prepared to pay

the higher prices implied by the Pearce proposals?

CONFIDENTIAL
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Even if we are, can we work out acceptable ways
of "pricing" the environment; and would we be prepared
to accept mechanisms such pollution taxes and tradeable

pollution permits?

Policy on these matters cannot be made by the Department

of the Environment alone. They must draw in others - particularly
the Treasury - at an early stage in formulating the Government's

views (let alone setting them out in a White Paper).

State of the Environment Report

Chris Patten appears to have in mind a jazzier presentation
of the kind of material we publish in the "Digest of Environmental

and Water Statistics".

Comment

Chris Patten's proposal could be useful. It would show

that the Government felt that it had nothing to hide. As
with all regularly published statistics, there is a risk

that the figures could at times be a rod for the Government's

own back. Against this

the figures are mostly published already, albeit

obscurely;

the pressures to collate and publish environmental
statistics in the EC will be hard to resist (Chris

Patten does not think we should even try).

Timing

But though the benefits of periodic reports (probably annual)

on the environment will almost certainly outweigh the risks,

CONFIDENTIAL
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you may not want Chris Patten to announce the decision to
launch "State of the Environment" reports until we have

a clearer idea of what they would look like. Announcing
the White Paper alone should make quite an impact at the

Party Conference.

Conclusion and Recommendations

Agree that Chris Patten should publish a White Paper

on the Environment in about a year's time;

But stress that the line on environment and economic

policy will need to be considered and developed collectively;

Agree that Chris Patten should prepare "State of

the Environment" reports; but

Ask him to delay announcing this until we have some

idea of what such a report would look like.

CAROLYN SINCLAIR

CONFIDENTIAL
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PRIME MINISTER

ENVIRONMENT POLICY

I seek your agreement to the Government publishing a White Paper on
the Environment in the early autumn of next year; and to my
announcing this at the Party Conference.

The environment is now prominent in both the UK and on the
international political agenda. We are under heavy pressure to do
more, in an area where it is clearly impossible to satisfy the
extremists. Contrary to much public opinion both here and abroad
our record is a good one, and great efforts have been made in recent

months to publicise it - for example through the ‘Saving the Ozone
Layer’ Conference and the ‘Environment in Trust’ leaflets. But

inevitably our commitment to sound science and economic sense can
. ——————————— e el

all too readily - though wrongly - be represented as foot dragging.

e ey,

In the short term I am confident that the general policies we are
pursuing will enable us to get our message across effectively. I

have in mind particularly the forthcoming Environment Protection
——_____.._‘

Bill, which will give us a good Parliamentary platform; the

follow-up to Professor Pearce’s report on the economics of the

environment; and our global activities especially on climate change.

We must also, in the coming year, keep our environmental leaflets -
which have been well received - updated.

But having now taken stock of where we have got to, I am convinced
that we must work towards a more comprehensive presentation of our
policies if we are not to be unnecessarily upstaged by our
opponents. I believe that we must make a rational and coherent
statement of policy, which would enable us both to set out our
achievements and to develop a programme for the future. Such a
statement would be an ef?isifve Parliamentary instrument, would
spike one of the Green lobby’s guns and might serve - depending on
how things develop and subject to other legislative priorities - as
a precursor to further legislation.




I would see a White Paper setting out:-

the overall philosophy of the Government on environmental

policy (sound science, good economics, precautionary

approach where necessary, polIluter pays principle,

sustainable development, separation of requlator from
regulated, wish to build on existing institutions);
/——-‘
factual material on the current state of the environment,
with particular reference to success stories and problem
—

areas;

a clear account of our achievements so far (eg. wWildlife

and Countryside Act, Her Majesty’s Inspectorate of
Pollution, North Sea Conference, Large Plants Directive,
cleaning up car exhausts, integrated pollution control,
waste policy, litter, water privatisation, National Rivers
Authority);

some pointers to the future (eg. global issues such as
ozone 1a§EF*EHE’ETIHZZZ_E§ZBge, commitments already in
European Directives, our ideas on economics and market
mechanisms, the need to integrate the environment into
economic and industrial policy, the role of the consumer
and of the individual).

In terms of timing, there is a lot of work to do if this is to be
the substantive document I have in mind. It would be sensible to
give ourselves time for policy development and consultation with
the many colleagues who, I recognise, are closely interested.

This points to publication about this time next year, which would
also fit well with completion of the passage of the Environment
Protection Bill through Parliament. But I believe that I should
make an early announcement of our intention to issue a White Paper
in order to maintain the political initiative, although of course
I would want to do it in such a way so as not to pre-judge or




pre-empt decisions which are the prime responsibility of other
colleagues. The Party Conference is the obvious platform from
which to make such a statement of intent.

I suggest that at the same time it would be right to announce an
intention to launch next year - probably for publication at the

same time as the White Paper - a periodic "State of the
TN\ T —
Environment" report. This will fit in well with the current EEC
dis€tussion on a EUuropean Environment Agency to collate
Environmental information on all the member states. (In my view
we have nothing to lose and much to gain from a comparison of
- - . : rEE

community-wide environmental data which we would insist should be

Collected on a strictly uniform basis.) 1In preparing our own
Environmental statement, we could build upon the excellent but low
key annual Departmental "Digest of Environmental and Water

%Eggiﬁiigﬁ", perhaps expanded to provide an appropriate science

base for the assessment. We would of course need to look closely
at the balance between a White Paper and a first environmental
report.

I am copying this minute to Cabinet colleagues and Sir Robin
Butler.

CHRIS PATTEN
Z‘?September 1989




10 DOWNING STREET

LONDON SWIA 2AA
From the Private Secretary 25 September 1989

() QL/
”j/?/’
PUBLICATIONS ON INTERNATIONAIL ENVIRONMENTAIL ISSUES

The Prime Minister was most grateful for your Secretary of
State's minute of 21 September and for a sight of the two
publications being published to coincide with the United
Nations/Economic Commission for Europe Workshop.

I am copying this letter to Stephen Wall (Foreign and
Commonwealth Office), John Gieve (HM Treasury), Neil Thornton
(Department of Trade and Industry), Stephen Haddrill (Department
of Energy), Clive Norris (Department of Employment), Stephen
Crowne (Department of Education and Science), Brian Hawtin
(Ministry of Defence), Roy Griffins (Department of Transport),
Shirley Stagg (Ministry of Agriculture, Fisheries and Food),
David Crawley (Scottish Office), Stephen Williams (Welsh
Office), Stephen Leach (Northern Ireland Office), Myles Wickstead
(Overseas Development Administration), Malcolm Buckler (Paymaster
General's Office) and Trevor Woolley (Cabinet Office).

A

PAUL GRAY

Roger Bright, Esq.
Department of the Environment




PRIME MINISTER

I enclose two useful publications on international environmental

issues. We are putting them out this week to coincide with a United
—— D e U S

Nations/Economic Commission for Europe Workshop we are hosting at

SéTEEBn Park which will examine public awareness of environmental
issues. The Workshop, which will be attended by representatives of
some EE,ESEESEEE_EQEEiééiPn for Europe countries as well as
organisations like the OéCD, is planned to make an important
contribution to the Ministerial Conference on Sustainable
Development that the Norwegian Government is to hold in Bergen next
May.

The leaflet 'One World’ is part of our successful Environment in

——

Trust series. It will be widely circulated in this country,
particularly to schools, and of course abroad.
e —————————————————

P — i

"Sustaining our Common Future" is a report on the progress made in

the UK towards implementing the recommendations of the World

Commission on Environment and Development in the Brundtland Report.

It 'demontrates clearly the many concrete steps we are taking towards
putting the environment and in particular sustainable development at
the heart of our policies.

Copies of the letter and enclosures go to John Major, Nigel Lawson,
Nicholas Ridley, John Wakeham, Norman Fowler, John MacGregor,

Tom King, Cecil Parkinson John Selwyn Gummer, Malcolm Rifkind,
Peter Walker, Peter Brooke, Lynda Chalker and also to Malcolm
Caithness (who played a major part in the preparation of these
documents) and Sir Robin Butl

)

CP
:ZJ September 1989
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78 UNITERRA NAIROBI ©.0. Box 30552
«5» 333930 or 520600 Nairobi, Kenya
Fax (2542) 520711

22068 UNEP KE

14 Septemebr 1989

Dear Mr. Permanent Representative,

As Dr. Tolba told you during the meeting he held with you

and affirmed during the Permanent Representatives meeting, he

has now written to the Summit leadership, and the letter for your

Head of Government is attached.

Dr. Tolba would be most grateful if you could transmit

Yours sincerely,

o
—
Donald W. Kaniaru
Chief, Office of the
Executive Director

Sir John R. Johnson, KCMG
High Commissioner
Permanent Representative
Permanent Mission of the United Kingdom
of Great Britain and Northern Ireland to UNEP
Bruce House
Standard Street
Nairobi
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72 UNITERRA NAIROBI P.O. Box 30552
«5= 333930 or 520600 Nairobi, Kenya
Fax (2542) 520711

Xl 22068 UNEP KE

Your Reference 14 September 1989

Our Reference

Your Excellency,

I have the honour to refer to the Economic Summit held in July 1989
in Paris and the Economic Declaration resulting therefrom.

I congratulate most warmly the Summit leadership for devoting so
much time to global environmental issues. Your wisdom and vision in this
regard, which we trust will be translated into action soon, will go a
long way to save our human environment for present and future generations.

UNEP has been and continues to be deeply involved in most of the
environmental issues the Summit Declaration addressed, and we are at the
service of the Summit countries and the world at large to attain the
goals outlined in the Declaration.

While I am not immediately familiar with the mechanisms the Summit
countries will use to carry out the Declaration's proposals, it seems
clear that the Economic Summit countries have a unique opportunity to
contribute substantially to resolving the critical environmental issues
before the world community.

I would like to propose that the Seven Summit countries and the EEC
convene soon (preferably before the end of November 1989) a meeting of
their Ministers of Environment, preferably in conjunction with Ministers
of Foreign Assistance, to develop specific measures to translate the
words of the Declaration into effective action, as appropriate, at the
national and the international level.

I would suggest that meeting might take up in the first instance
the issues of climate change, ozone layer depletion, biological diversity
and tropical forests. In addition to specific actions that
industrialized countries might take jointly to address critical problems,
the Ministers might also consider how to assist developing countries to
play their role in addressing these problems.

H.E. Mrs. Margaret Thacher
The Prime Minister
United Kingdom




‘-u'ted Nations Environment Programme — Programme des Nations Unies pour I'environnement

L

Could the Summit governments working together plot new directions
for the world, for example, in achieving energy efficiency, reducing
carbon dioxide emissions, developing alternative sources of energy and

transferring technologies to developing countries?

The international community would benefit immensely if the Summit
countries with their tremendous economic weight in the world moved
swiftly to shape the Economic Summit Declaration into concrete action
programmes.

On our part, I pledge UNEP's readiness to co-operate closely in the
above exercise.

Accept, Your Excellency, the assurances of my highest consideration.

Mostafa K. Tolba
Executive Director
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10 DOWNING STREET
LONDON SWI1A 2AA
11 September 1989

From the Private Secretary

PRIME MINISTER'S SPEECH AT THE UN GENERAL ASSEMBLY

Thank you for your letter of 7 September about the
arrangements for the Prime Minister to address the UN General

Assembly in the autumn. I think that the Prime Minister would
be content with what you propose, although it is difficult to
make firm plans until we have a date for the State Opening.

C. D. POWELL

J. S. Wall, Esqg.,
Foreign and Commonwealth Office

RESTRICTED
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Prime Minister's spegch at the UN General Assembly WA fﬁi

Your letter of ugusgkgo Kate Bush recorded the Prime ddbtlno

Minister's willingness in principle to address the General
"Assembly this autumn on environmental issues, subject to our

finding a convenient date after the Lord Mayor's Banquet (Bbh*-LJP
(13 November) and the State Opening of Parliament (7 or GAN; cg'
14 November). The Environment Secretary has undertaken to

provide an outline for the speech and Sir Crispin Tickell o\ H"\.Q
will make a substantial contribution to the draft.

wain :

We have consulted our mission in New York about dates and

what other functions the Prime Minister might undertake while

cise is there. Their advice is:

'that the Prime Minister can address a plenary session of

the General Assembly at a time of her choosing. Such a
speech would, however, normally be delivered in the

morning (which is also best for the British media - but
might require the Prime Minister to fly over the night
before). It should also, if possible, take place soon
after 14 November (when environmental discussions in the
Assembly will still be at an early stage) and between
Tuesday and Thursday when attendance Is likely to be fuller;

the normal protocol is that the Prime Minister would also
pay calls on the President of the Assembly and the Secretary
General. The latter (to whom Sir Crispin has spoken about
all this) has offered to give a lunch in her honour
afterwards;

Sir Crispin suggests that it would be a nice touch if
(assuming she spoke in the morning) the Prime Minister
could attend a brief working meeting of the Ambassadors of
the Five Permanent Members of the Council. This would
underline very clearly the importance we attach to the work
of the Five. He has also offered to give a reception in
her honour in the evening, or on the evening before if she
arrives then, including prominent UN figures and leading
members of the UN environmental and scientific community.

I would be grateful for your reaction to all this. It would

be particularly helpful to fix a date for the speech soon so
that we can begin making detailed arrangements.

C D Powell Esqg Private Secretary




CABINET OFFICE
70 Whitehall London SWI1A 2AS Telephone 01-2%

RESTRICTED

w0207

MR POWELL - No. 10 8 September 1989

INTERNATIONAL ENVIRONMENTAL ISSUES.
N

Lot

Having seen your minute oéngfJuly to Stephen Wall, I warmly

welcome both the Prime MinMister's continuing interest in this

most important international issue and the proposal that she

might make a speech to the UN in November.

2. With respect to the requirements for environmental research,
you will be aware of cases made for extra money in the PES
advice from the Advisory Board for the Research Councils and in
DoE's PES bid. In addition, the recent ACOST advice on National
Priorities endorsed current activities on monitoring, data
collection and modelling but emphasised the need for more basic
science to provide better information in the chemical and
biological mechanisms. Indeed, the public awareness and concern
about global environmental issues has derived largely from
scientific discoveries.

3. I support the cases for ERS2, a climate change centre and the
World Ocean Circulation Experiment which should be funded
through re-prioritisation of other less important research.
However, in addition to these new expenditures, it might be
opportune to reconsider our overall financial support for
environmental research across Departments.

4. The suggestions on the economic side are sensible but actions
need to be dovetailed with scientific research and
opportunities. The latter of course range further than
environmental research, covering such areas as alternative
energy sources, energy efficiency and substitution of products
such as chlorofluorocarbons.

5. I am copying this minute to the recipients of yours.

JOHN W FAIRCLOUGH
Chief Scientific Adviser
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Prime Minister's speech at the UN General Assembly
=70

Your letter of 28~August to Kate Bush recorded the Prime
Minister's willingness in principle to address the General
Assembly this autumn on environmental issues, subject to our _
finding a convenient date after the Lord Mayor's Banquet
(13 November) and the State Opening of Parliament (7 or
14 November). The Environment Secretary has undertaken to
provide an outline for the speech and Sir Crispin Tickell
will make a substantial contribution to the draft.

PAUAL. X4 Ul o W

We have consulted our mission in New York about dates and L—gh)

what other functions the Prime Minister might undertake while al.

she is there. Their advice is: 1} 1
that the Prime Minister can address a plenary session of / .AJZ/
the General Assembly at a time of her choosing. Such a J
speech would, however, normally be delivered in the 0 R
morning (which is also best for the British media - but | [
might require the Prime Minister to fly over the night a.bJutundb
before). It should also, if possible, take place soon —_—
"after 14 November (when environmental discussions in the Uetd wud
Assembly will SE;;l be at an early stage) and between b S
Tuesday and Thursday when attendance s likely to be fuller: =

. : T WM;°‘~
the normal protocol is that the Prime Minister would also
pay calls on the President of the Assembly and the Secretaryljluudj
General. The latter (to whom Sir Crispin has spoken about
all this) has offered to give a lunch in her honour é;uid,\ Leais

afterwards; —
e i i U;-)J‘WW

Sir Crispin suggests that it would be a nice touch if gtu:o~3
(assuming she spoke in the morning) the Prime Minister
could attend a brief working meeting of the Ambassadors of
the Five Permanent Members of the Councfl. This would dasede
underline very clearly the importance we attach to the work
of the Five. He has also offered to give a reception in ~
her honour in the evening, or on th i before if she .
arrives then, including prominent UN figures and leading Aﬁ*’ZWL
members of the UN environmental and scientific community.,<”mt~&
O~
I would be grateful for your reaction to all this. It would
be particularly helpful to fix a date for the speech soon so
that we can begin making detailed arrangements.

G Braphe tah_

(J S wall)
C D Powell Esq Private Secretary
10 Downing Street RESTRICTED
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Treasury Chambers, Parliament Street SWIP 3AG \\~'*

Miss Kate Bush
Private Secretary to the

Secretary of State for the Environment
Department of the Environment

2 Marsham Street
London
SW1P 3EB

3| August 1989

deooy Kakce

NEW POLLUTION CONTROLS - PUBLIC ACCESS TO INFORMATION 2
Thank you for copying to me your letter of 18 August to Caroline
Slocock enclosing a copy of the'draft consultation paper on public
access to pollution control -information, which your Secretary of
State intends to publish this week.

We are content for the paper to issue, but wish to register a few
points on the resource implications section (paragraphs 24 and
25) . This says that the proposal should add little to the costs
of those firms which are subject to IPC. You may need to prepare
a compliance cost assessment to inform Ministers' decisions. On
the resource implications for the enforcing authorities arising
from maintenance of registers, we note that the costs will be
reflected in the proposed system of charging operators for
authorisations. We are satisfied that charging a reasonable fee
to a member of the public for a copy of a register qualifies as
negative public expenditure and can therefore be offset against
the cost. But it is less certain if income from charging
operators for authorisation will in practice be treated as revenue
or negative public expenditure, and this may need to be considered
further before firm proposals are put to Ministers.

Copies of this letter go to the Private Secretaries to members of
E(A),to Bob Peirce (Foreign and Commonwealth Office), Colin
Walters (Home Office), John Colston (Defence) and Trevor Woolley
(Cabinet Office).

MISS C EVANS
Private Secretary
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The Rt. Hon. Nicholas Ridley MP
Secretary of State for Trade and Industry

Ms Kate Bush Department of
Private Secretary to the Trade and Industry
Secretary of State 1-19 Victoria Street
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NEW POLLUTION CONTROLS : PUBLIC ACCESS TO INFORMATION -
CONSULTATION PAPER

Thank you for sending me a copy of your letter of 18 August to
Caroline Slocock.

I can confirm that my Secretary of State is content for the
consultation paper to issue.

Copies go to the recipients of your letter.
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CLIMATE CHANGE: A SORT OF US/ussk summrr  \ ' AN

You may remember that I wrote to you on 25 May about the @§
US/Soviet Sundance Summit,now re-christened the Greenhouse Glas st ©
Symposium, about the problems of global climate change. The
Symposium took place at Sundance near Salt Lake City from
23 to 26 August. The initiator and patron was the actor
Robert Redford, who presided over what turned out to be a remarkable
event: I enclose a press report in yesterday's New York Times
which gives something of its flavour. i

2 Most remarkable of all was the participation. As you will

see from the list I enclose, the participants came from a spectrum
which included US and Soviet scientists at one end, and high ranking
politicians, think-tankers and senior business representatives

at the other. There was also a thick envelopment of media-persons,
who followed us round, even into the working groups, with notebooks,
microphones and trailing television equipment. It thus became a
substantial media event with good coverage on national radio and
television throughout. The outcome was a letter to President Bush
and President Gorbachev, and a report on the conference with
recommendations for future action. The final touches were being
given to both the letter and the report at the end, and none of

us received them before we left. But I will let you have copies

in due course.

3. As inmost American symposiums of this kind, the participants
looked as much to the media as to the substance of the issues.
The Symposium was poorly organized, wasted a lot of time, dodged
most of the hard issues, and failed to intermesh with current
concerns, difficulties and continuing work of governments. The
speakers were often self-congratulatory, prolix, self-important
and sentimental. Throughout I thought the Soviet participants
were somewhat harder headed than their US counterparts. Yet the
bringing together of all these diverse people and their opinions
made it an interesting and valuable occasion, and the three
foreigners present (Maurice Strong of Canada, Noel Brown of UNEP
and I) all felt honoured to have been present.
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4. If the purpose of the Symposium was to raise consciousness

of the problems of global climate change, it more than achieved
this result. Of the US scientists, Carl Sagan (of Cornell
University), Jim Hansen (NASA) and Stephen Schneider (of the
National Center for Atmospheric Research) were the stars.
Politicians included Senators Bradley, Wirth and Heinz, and
Congresswoman Claudine Schneider came from the House of
Representatives. The US Government was poorly represented by
Michael Deland (Chairman of the Council on Environmental Quality

in the White House) who, although sensible and skilful, is only

two or three weeks into his job; and by Bruce Gelb (the Director
of the United States Information Agency) who knew little about the
subject or its international implications. On the Soviet side, the
stars were Roald Sagdeev (of the Soviet Academy of Sciences and

a People's Deputy), and Kakimbek Salykov (Chairman of the Supreme
Committee on Ecology and Rational Use of Natural Resources, and
also a People's Deputy). They were well supported by the Soviet
Consul-General in San Francisco (representing the Ambassador

in Washington), and Elvira Orlova (from the Space Research Institute
in the Soviet Academy of Sciences). A refreshing aspect of the
Symposium was that the Russians as well as the Americans spoke
with many voices, most of them irreverent. If Salykov was the
somewhat stiff bureaucrat, Sagdeev ranged freely in all directions,
and Boris Grushin (of the National Public Opinion Research Center
of Social Economical Issues) was almost embarrassingly frank

about Soviet shortcomings.

L It is not easy to generalize from three days pretty intensive
discussions, but I will make a brief attempt. On the American
side, there was a general feeling that although President Bush

was amiably inclined to take action on environmental problems

(in line with his campaign commitments), he needed galvanizing,

and that this Symposium, with public opinion to be mobilized

behind it, represented the best way of doing so. There was a marked
tendency for the Americans to see the world as divided into two:
the Americans and their new found friends the Russians; and the
non-industrial countries who needed to be understood, educated

and brought up to the mark. There were lots of calls for

US/Soviet leadership, and an astonishing measure of ignorance of
what was being done by other industrial countries and the
international community generally through the United Nations. Much
emphasis was laid on common US/Soviet interests, the attachment

of each country to land, sea and space, and their future role

in world management. Much sentiment but little practical thought
was expressed about the problems of the non-industrial world, and
how to bring along such countries as India, China and Brazil.
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6. The Russians responded rather than initiated throughout.
American generosity can be overwhelming, and I think the Russians
felt it to be so. They also spoke about common interests,
attachment to the land and the rest, but they were notably
realistic about the difficulties, and their commitment . to action
at home to cope with environmental problems was muted and
non-committal. I have little doubt that they were more conscious
than most Americans that,by most reckonings, the Soviet Union
is,in terms of its industrial base, the most polluted and
polluting country in the world. Bruce Gelb (USIA) showed me
privately a report from the US Embassy in Moscow about the state
of the Soviet environment, which made dismaying, if not horrifying
reading. I should be most interested to see the report the Soviet
participants make to their own Government! When I referred in the
winding-up speech of the Symposium to the need for both the

United States and Soviet Union to get the right inter-agency
mechanisms in place at the top of their respective Administrations,
I got strong and evidently heartfelt support from the Soviet
participants in the debate which followed.

g You may well wonder about my own role at this US/Soviet
junket. I should first say that British influence was evident
throughout: from copious reference to the British scientific
contribution from such bodies as the University of East Anglia

to a video message to the Symposium, listened to with much respect,
from Jim Lovelock in Britain. It fell to me to chair a plenary
session on the international aspects of the problem, to make the
final winding up speech, to remind the Symposium at regular
intervals that the United States and the Soviet Union did not

and should not run the world between them, and to help with the
drafting of the final documents (at least I think I eliminated
some of the nonsense although I have yet to see the final result).
I also took the opportunity to put across the British point of
view to the thronging media-persons, including the BBC, and you
may see the result before long in Britain.

8. Obviously one of the most interesting aspects of the

Symposium was the opportunity it gave in a spectacularly beautiful
place in the Rocky Mountains, to chat over meals and elsewhere

with a lot of interesting people. I will not bother you with a

lot of records, but you may find the attached note of my discussion
with Roald Sagdeev worth reading. I found him a fascinating

and many sided person. I gather that I just missed him during

my visit to Moscow in early July. As Rodric Braithwaite

well knows, he is one of the most productive Soviet scientists
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with wide knowledge of the West, and now, through his election as

a People's Deputy, with a voice in national affairs. After hearing
him I cannot help wondering whether the Soviet Union really counts
as a super power except in the military sense: as someone recently
said to me, Moscow is Lusaka with a nuclear capability.

9% One final reflection. Having chaired the plenary session on
the international aspects, I felt not for the first time what a strong
position we as British occupy in this debate. There was the

Prime Minister's speech to the Royal Society, the London Conference
on the ozone layer, the Prime Minister's seminar of 26 April,

our role in the Intergovernmental Panel on Climate Change, and the
proposals which fell to me to put in New York on 8 May. 1In short
we are right at the front of this debate. If we are, as I hope

to stay there, we must continue to have ideas, work out the
implications at home, push things along internationally, and
generally retain the initiative. Let boldness be our friend.

Crispin Tickell

Sir Antony Acland GCMG KCVO
WASHINGTON
with all enclosures
Sir Rodric Braithwaite KCMG
MOSCOW

Sir Terence Heiser KCB
Permanent Secretary, Dept of the Environment

T P Lankester Esqg
Permanent Secretary, Overseas Development Administration

bcec: Charles Powell Esqg \/
10 Downing Street
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ANNEX: BREAKFAST WITH ROALD SAGDEEV AT SUNDANCE, UTAH ON
26 AUGUST 1989

I had breakfast with Roald Sagdeev (of the Soviet Academy
of Sciences and a People's Deputy) on 26 August.

2 Sagdeev said that the Soviet Union had such horrendous
internal problems that we could virtually rule out its

,full participation in the world economic system for decades.

The country had been going in the wrong direction for so long
that no-one knew what the right direction was. Communism no
longer had the support of most of the population. The difference
was that now people realized there were alternatives. But

how to go for them was beyond people's knowledge and experience.

3s We discussed the situation in Europe. Sagdeev said that

he feared a kind of Soviet slide towards a special relationship
with the Federal Republic. Apart from the current Soviet
fascination with the United States, the Germans loomed largest
in the Soviet mind, and were now doing more than any other
country to invest, trade and otherwise take interest in the
Soviet Union. This could not but affect the position of

East Germany, and he saw an evolution towards German
reunification. This wou cause g _major upset tn the balance of

power not only ip Europe but in the world at large. For
these reasons Sagdeev said that he thoug 1t 1mportant that
both the United States and the Soviet Union should retain

troops in Europe, perhaps of symbolic rather than practical size,
to help maiptain political stability. We then discussed the
role of theEE3?35533‘C3ﬁﬁﬁﬁff9‘$ﬂ'ﬁ!1ping to anchor West Germany
in the Western economic system, and the possible destabilizing

effects of the Eastern European countries, with their
various mutual antagonisms, recovering genuine independence.

4. Sagdeev's view of the world was bleak. We were heading

for a major environmental catastrophe, above all in his own
country, and he did not think that anyone had yet got the

measure of the problems facing us. But cheerfulness would keep
breaking in. He told a good story about how one of the leading
Soviet climatologists Budyko had asked him to sign a joint letter
to President Gorbachev to point out that global warming might
benefit the Soviet Union by opening up the frozen northern tundra
to cultivation. Apparently Sagdeev expressed deep scepticism,and
then asked: "What about the United States?" Budyko replied that
it would become like the Sahel. To which Sagdeev replied: "Then
where would we get our grain?" Signficantly he refused to sign
the letter.

28 August 1989 Crispin Tickell
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Summit of Sorts on Global Warming

By ROBERT REINHOLD
Special to The New York Times

SUNDANCE, Utah, Aug. 26 — Top
Soviet and American scientists, envi-
ronmentalists, policymakers, industry
leaders and artists today urged Presi-
dent Bush and- President Mikhail S.
Gorbachev of the Soviet Union to form
an “‘environmental security alliance”
to reverse what they fear could be a
catastrophic warming of the planet.

The gathering urged that the super-
powers promote energy-efficient tech-
nologies and phase out production and
use of chlorofluorocarbons no later
than the year 2000. The group said the
countries should ‘‘substantially re-
duce” carbon dioxide emissions, re-
duce the loss of forests and promote
tree planting worldwide. Participants
asked that the two leaders appeal di-
rectly to their citizens to help.

The joint letter avoided specific
goals to achieve a compromise be-
tween the Soviet and American partici-
pants and within the American contin-
gent, even though some participants
had wanted specific numerical and
time goals on cutting emissions. But it
represented the most concerted Soviet-
American action yet over fears that the
emission of industrial chemicals into
the atmosphere is causing a worldwide
warming trend, or ‘greenhouse ef-
fect.”

Meeting Has Festive Side

“Soviet and U.S. scientists agreed
that continued buildup of greenhouse
gases at present rates will insure that
global temperatures rise before the
middie of the next century above any-
thing in human histary,”” an accompa-
nying report stated. The report said
disruptions in agriculture’ and rising

A partial accord
is reached on the
environment and
the future.

|sea levels would cause ‘‘massive refu-

gee problems.”

‘The recommendations came at the
end of an unusual meeting of 11 Soviet
and nearly 200 American conferees at
this remote ski resort, where the issues
of global demise were debated in rustic
elegance over racks of fire-cooked
salmon and barbecued chicken. It was
the largest direct meeting between
Americans and Russians on the warm-
ing trend.

““The issue of global survival should
be elevated to the level of nuclear sur-
vival,” said Roald Z. Sagdeev, a power-
ful Soviet academician with the Space
Research Institute in Moscow.

A growing number of scientists
share the opinion that the gases,
mainly carbon dioxide, methane, ni-
trous oxides, and the inert industrial
gases known as chlorofluorocarbons,
trap sunlight reflected by the earth and
will raise average temperatures world-
wide from 3 to 8 degrees Fahrenheit.
Some scientists fear that this green-
house effect will cause flooding of
major cities and catastrophic loss of
forests.

For three days in the rarefied atmos-
phere of Robert Redford's Sundance
resort in a spectacular central Utah
canyon, the air hung heavy with talk of
environmental refugees and of nations
tuined into “‘ecological hostages.”

The meeting, dubbed ‘‘greenhouse
glasnost” by its sponsors, was the Sun-
dance Symposium on Global Climate
Change. It was organized by the Soviet
Academy of Sciences and the Institute
for Resource Management, founded by
Mr. Redford, the actor who has long
been interested in environmental
issues.

Little Skepticism on Trend

While some scientists remain skepti-
cal that the earth is really warming,
few participants here share that view.
Mr. Redford said the time for study
was over, and that the conference was
meant to be a way of ‘“passing the
baton from data base to action.”

““We are not here to debate the phe-
nomenon,” said Terrell Minger, presi-
dent of the institute. “We are here to
debate the response to it.”’

Whatever the climatic implications
of the greenhouse effect, it has
spawned a growth industry for hard-
ened regulars of the conference circuit.
This was already the fifth major global
climate symposium this summer in the
United States alpne. Just last month,
the Aspen Institute held a conference
on “The Global Commons,” featuring
many of the same players. And even as
they repaired to this alpine resort, far
from smog-ridden cities, there was a
competing conference sponsored by
the singer John Denver in Aspen. Some
of the participants shuttled by private
airplanes between the two meetings.

“Until two years ago, you could al-
most be at all of the conferences — now
it’'s impossible,”” said one veteran,
Dean Abrahamson of the Humphrey
Institute of Public Affairs at the Uni-
versity of Minnesota. “Ours will be the
last generation that gets to generate a
ton of carbon dioxide going to meetings




Soviet and American participants in a meeting in
Sundance, Utah, earlier this week urged President
Bush and President Mikhail S. Gorbachev of the
Soviet Union to form a Soviet-American “environ-
mental security alliance” to reverse what they fear

could be a catastrophic warming of the planet. Roald

Associated Press

Z. Sagdeev, left, a Soviet academician with the
Space Research Institute in Moscow, and Terrell
Minger, the president of the Institute for Resource
Management, which was founded by Robert Red-
ford, the actor, who is interested in environmental
issues, spoke at the seminar’s final session.

to talk about global warming.”

Such irreverence aside, many
thought the conference offered strong
evidence that a remarkable degree of
political consensus was forming.

Among the Soviet representatives
were Georgii S. Golitsyn, a member of
the presidium of the Soviet Academy of
Sciences and chief of the Climate Insti-
tute of Atmospheric Physics; Kakim-
bek A. Salykov, a People’s Deputy who
is chairman of the Supreme Committee
on Ecology and Rational Use of Natu-
ral Resources, and Mr. Sagdeev.

The American contingent included
such leading proponents of warming
theory as Stephen Schneider of the na-
tional Center for Atmospheric Re-
search in Boulder, Colo.; James E.
Hansen of the NASA Goddard Insti-
tutue for Space Studies and Carl Sagan
of Cornell University; environmental-
ists like John Adams, executive direc-
tor of the Natural Resources Defense
Council, and Frederic Krupp, executive
director of the Environmental Defense
Fund; Senators Bill Bradley of New
Jersey and Timothy Wirth of Colorado,
Democrats, and John Heinz, a Pennsyl-
vania Republican; Jane Pauley and
Tom Brokaw of NBC News, the car-
toonist Garry Trudeau and American
Indian chiefs and businessmen.

Nearly all agreed the solution in-
volved reducing gas emissions, more
efficient energy use, reforestation and
population control. While the two su-
perpowers could not do this alone, Mi-
chael Oppenheimer of the Environ-

mental Defense Fund said it was up to

them to “jump start’’ the process.

Mr. Adams said the Soviet-American
political thaw opened the way to a
“new age” of ‘‘global ecological al-
liances” in which the “primary inter-
national issue will be protection of the
environment instead of military con-
frontation.”

Obstacles Are Seen

But others saw major impediments.
Alan Hecht, the new deputy assistant
administrator for international affairs
at the Environmental Protection Agen-
cy, said in an interview that Soviet eco-
nomic difficulties clashed with their
best intentions. ‘“The Russians want to
cut emissions, but we will have to give
or sell them the technology,” he said.

In an interview, Mr. Sagdeev con-
ceded there were impediments, not
least that some Soviet experts believed
that global warming could actually
help their country by turning frozen
tundra into farmland. But he said that
Mr. Gorbachev was ‘“‘ready to accept
the fact that future ecological disaster
could be as dangerous as nuclear
ones.”” He added that a powerful ‘‘grass
roots’’ environmental movement was
emerging in the Soviet Union.

Mr. Salykov pointed out that his Gov-
ernment recently created an agency
like the E.P.A. and said Soviet-Amer-
ican cooperation was ‘‘not only possi-
ble but necessary.”

While many agreed with Senator
Wirth that the American public be-
lieves environmental threats have re-
placed nuclear threats, there were

doubts, too, that American society was
prepared to act on global warming.
Thomas G. Lambrix, director of gov-
ernmental relations for the Phillips Pe-
troleum Company, said more incen-
tives rather than penalties were
needed to help industry cooperate.

And Kenneth J. Barr, president of the
Cyprus Minerals Company, a coal pro-
ducer in Englewood, Colo., cornplained
that the American public was being
sold “panic” on the issue before the
evidence was in and without considera-
tion of the costs and lost competitive-
ness.

Hanging ominously over the confer-
ence was the fact that the largest
growth in emissions over the next few
decades will come from underde-
veloped countries as they industrialize.
If more modern countries do not help
them develop efficiently, Mr. Sagdeev
said, “we are going to become ecologi-
cal hostages of the third world.”

There were few voices here from
third world countries. Noel Brown, a
Jamaican representing the United Na-
tions Environmental Program, said
Soviet-American cooperation ‘‘can
only be beneficial,” but that in the in:
terest of “equity” for the third world
the superpowers must reduce their
own emissions.

The chairman of President Bush’s
Council on Environmental Quality, Mi-
chael Deland, said the two superpow-
ers must first ‘‘cleanse our hands’ be-
fore preaching to the Third World — by
cooling our “love affair” with the auto-
mobile, for example.




With the compliments of
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GREENHOUSE GLASNOST

THE SUNDANCE SYMPOSIUM
on
Global Climate Change

AGENDA

WEDNESDAY - AUGUST 23
Afternoon Check-in and registration of conference participants
6:00 pm Reception, Outside Deck, Rehearsal Hall

Welcome to Sundance - Robert Redford, Founder, Institute
for Resource Management

US/USSR Relations in the Era of Glasnost - Bill Bradley,
U.S. Senator, New Jersey

Dinner, Rehearsal Hall

Opening Ceremony - Oren Lyons, Chief, Onondaga Nation
Leon Shenandoah, Chief, Six Nations
of the Iroquois

Concert, Sundance Outdoor Theatre - The Paul Winter
Consort

THURSDAY - AUGUST 24
7:00 am Coffee, Creekside
7:30 - 8:45 am Breakfast, Creekside

9:00 am CONFERENCE WELCOME AND OPENING REMARKS,
Rehearsal Hall

Robert Redford, IRM Founder, Honorary Symposium
Co-Chairman

Howard Allen, IRM Chairman; Chairman of the Board,
Southern California Edison Company

Valentin Kamenev, USSR Consul General, Honorary
Symposium Co-Chairman

William Mansfield III, Deputy Executive Director, United
Nations Environment Programme




Keynote Address - Roald Sagdeev, Academician:
Member, Peoples Congress

Keynote Address - Carl Sagan, Professor, Cornell
University; President, Planetary Society

10:30 am INTRODUCTION TO SYMPOSIUM

Terrell Minger, President, IRM

Symposium Chairman Roger Rosenblatt, Editor, U.S. News
& World Report

Visual Presentation: Images of Glob. Climate Change -
Payson Stevens, President, InterNetwork, Inc.

GLOBAL CLIMATE CHANGE AND WHAT IT MEANS

Moderator: Walter Orr Roberts, President Emeritus,
University Corporation for
Atmospheric Research
Presentors: - James Hansen, Director, NASA Goddard
Institute for Space Studies
Georgii Golitsyn, Member, Presidium of the
USSR Academy of Sciences; Chief of the
Climate Institute of Atmospheric Physics
Steve Schneider, Head, Interdisciplinary
Climate Systems Section, Center for
Atmospheric Research
Response: George Woodwell, Director, The Woods Hole
Research Center
Justin Lancaster, Scripps Institution of
Oceanography
Daniel Botkin, Professor of Biology and
Environmental Studies, University of
California Santa Barbara
Igor Mokhov, Senior Scientist, Institute of
Atmospheric Physics, USSR Academy of
Sciences
Peter Gleick, Pacific Institute for Studies in
Development, Environment and Security
Stephen Leatherman, Director, Center for
Global Change

12:00 Noon Lunch, Creekside
1:00 pm Rehearsal Hall:

Speaker: Gilbert Grosvenor, President and Chairman of
the Board, National Geographic Society
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POLICY RESPONSES: WHAT CAN THE US AND USSR DO
INDIVIDUALLY AND COOPERATIVELY?

Moderator: Tim Wirth, U.S. Senator, Colorado
Presentors: Richard Morgenstern, Director, Office of
Policy Analysis, EPA

Kakimbek Salykov, People’s Deputy:;
Chairman, Supreme Soviet's Committee on
Ecology and Rational Use of Natural
Resources

William Mansfield III, Deputy Executive
Director, UN Environment Programme

Response: Dean Abrahamson, Professor of Public
Affairs, Humphrey Institute of Public
Affairs

John Adams, Executive Director, Natural
Resources Defense Council

Michael Deland, Chairman Council on
Environment Quality

Michael Oppenheimer, Senior Scientist,
Environmental Defense Fund

Tom Lovejoy, Assistant Secretary for
External Affairs, Smithsonian Institution

Tom Lambrix, Chairman, Global Climate
Coalition; Director, Government
Relations, Phillips Petroleum Company

WHAT ARE THE BARRIERS TO US/ USSR POLICY ACTION?

Moderator: Cecil Andrus, Governor, Idaho
Presentors: Boris Grushin, Deputy Director, National
Public Opinion Research Center of Social
Economical Issues
Paul Ehrlich, Professor of Biology, Stanford
University
Alan Hecht, Director, National Climate
Program Office. National Oceanic and
Atmospheric Administration
Response: Kenneth Barr, President and Chief
Executive Officer, Cyprus Minerals
Company
Joe DeCola, Producer for Special Segments.
NBC Nightly News
Jay Hair, President, National Wildlife
Federation
Eugene Tracy, Chairman of the Board and
Chief Executive Officer, Peoples Energy
Corporation
Charles Imbrecht, Chairman, California
Energy Commission




8:30 pm

-

BARRIER I: What are the Technological, Industrial, and
Economic Constraints?

Moderator: John Heinz, U.S. Senator, Pennsylvania
Presentors: Irving Mintzer, Senior Associate, World
Resources Institute
Howard Allen, IRM Chairman; Chairman of
the Board, Southern California Edison
Company
Igor Bashmakov, Head of Laboratory, Energy
Research Institute, State Committee for
Science and Technology, USSR
Academy of Sciences
Response: Amory Lovins, Director of Research, Rocky
Mountain Institute
Joe Cannon, President and Chief Executive
Officer, Geneva Steel
Jim Lents, Executive Director, South Coast
Air Quality Management District
Ross Stevens, Environmental Affairs
Manager, Du Pont El de Nemours & Co.
Fred Krupp, Executive Director,
Environmental Defense Fund
Hugh Faulkner, Secretary General,
International Chamber of Commerce

Summary of Conclusions - Symposium Chairman Roger
Rosenblatt

Reception and Salmon Bake, Creekside

Presented by the Confederated Tribes of the Warm Springs
Indian Reservation, Warm Springs Oregon

Film Screening, Screening Room: "Bells of Chernobyl"

FRIDAY - AUGUST 25

7:00 am
8:00 am
9:00 am

Coffee, Creekside
Breakfast, Creekside

Rehearsal Hall:

Special Video Tape Message from Dr. James Lovelock to
Conference Participants




11:00 am

5.

BARRIER II: Impacts upon Citizens, Consumers, and the Role
of Media, Art and Public Education, Rehearsal Hall

Moderator:

Presentors:

Response:

Roger Rosenblatt, Editor, U.S. News and
World Report

Tom Brokaw, Anchor and Managing Editor,
NBC Nightly News

Claudine Schneider, U.S. Congresswoman,
Rhode Island

Tom Mathews, Partner, Craver, Mathews,
Smith & Co. Inc.

Marina Goldovskaya, Producer

Boris Grushin, Deputy Director, National
Public Opinion Research Center of Social
Economic Issues

Stanislav Govorukhin, Producer; Script
Writer; Publicist; Actor

Mino Damato, Piazza Belle Arti

Bill Aldridge, Executive Director, National
Science Teachers Association

Garry Trudeau, Author, Cartoonist

Barbara Pyle, Environmental Editor, Cable
News Network

Robert Omnstein, President, Institute for
the Study of Human Knowledge

BARRIER III: International Policy Consensus and
Cooperation

Moderator:

Presentors:

Response:

Sir Crispin Tickell, Ambassador/Permanent
Representative of the United Kingdom to
the United Nations

Valentin Kamenev, USSR Consul General

Noel Brown, Regional Office, Special
Representative of the Executive Director.
United Nations Environment Programme

Bruce Gelb, Director, U.S. Information
Agency

Maurice Strong, President, Strovest
Holdings

George Keller, Former Chairman of the
Board, Chevron Corporation

Susan Eisenhower, President, Eisenhower
Group, Inc.

Hedrick Smith, Author
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12:30 pm Film Screening, Screening Room: "Yosemite: The Fate of
Heaven

1:45 pm Lunch - Pick up Bag Lunches outside Screening Room and
Proceed to Small Group Working Sessions Locations

1:45 - 5:30 pm Small Group Working Sessions

US/USSR POLICY RESPONSES
Co-Chairs - Michael Deland
Kakimbek Salykov

US/USSR RESEARCH PRIORITIES
Co-Chairs - Richard Anthes
Georgii S. Golitsyn

US/USSR PUBLIC EDUCATION
Co-Chairs - Claudine Schneider
'Boris Grushin

DEVELOPING INTERNATIONAL POLICY CONSENSUS
AND COOPERATION
Co-Chairs - Noel Brown
Hugh Faulkner

US/USSR COOPERATIVE FILM ON GLOBAL CLIMATE
CHANGE
Co-Chairs - Suzanne Weil
Marina Goldovskaya

CLIMATE ACTION PROJECT
Co-Chairs - Guy Brasseur
Terrell Minger
Barbeque, Creekside

Screening Room:

Speaker - Russell Schweickart, President, Association of
Space Explorers

Neptune Unveiled: Images from Voyager 2

Film Screening: "For All Mankind"




SATURDAY - AUGUST 26

7:00 am
8:00 am

9:00 am

12:00 Noon
7:00 pm

Coffee, Creekside
Breakfast, Creekside
Rehearsal Hall:

Speaker:  Sir Crispin Tickell Ambassador Extraordinary
and Plentipotentiary, Permanent
Representative of the United Kingdom to the
United Nations

Roger Rosenblatt
Recommendations from the small groups will be presented
and discussed »

- Report to President Bush and USSR Secretary
General Gorbachev

- US/USSR Global Climate Change Initiatives

- US/USSR Cooperative Film Project

- Other Recommendations

Closing Statements
Valentin Kamenev
Roald Sagdeev
Robert Redford

Conference Adjourns

Lunch, Creekside

Reception and Dinner, Rehearsal Hall

SUNDAY - AUGUST 27

6:30 am

Continental Breakfast, Guest Check-out/Reception Cottage
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NEW POLLUTION CONTROLS: PUBLIC ACCESS TO INFORMATION
PUBLICATION OF CONSULTATION(,FAPER

(9
[ refer to your letter of fust to the Prime Minister's Private Secretary
in which you sought comments on the draft consultation paper on public
access to the information which will be held by the pollution control
authorities under the new pollution control systems to be introduced by the
Environmental Protection Bill.

We have no comments on what is proposed in the draft consultation paper
but suggest that an additional paragraph on the following lines be added to
the press notice, in the section "Notes to Editors", to indicate that the
proposals in the consultation paper jelate to England and Wales only.

"The proposals in the consultation paper relate to England and Wales
only. Proposals for changes in the system of pollution control in
Scotland have been published separately and the Scottish Office will
shortly publish its own proposals for public access to information”.

Copies go to Caroline Slocock, Private Secretaries to members of E(A), to
the Foreign and Home Secretaries, the Secretary of State for Defence and
Sir Robin Butler.

o Mot

/ DAVID CRAWLEY
Private Secretary

JNI1237L1
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International Environmental Issues

Thank you for your letters of 28 July and 2 August about
the Prime Minister's talks with Sir Crispin Tickell. This
letter deals with the proposal that the Prime Minister should
make a speech on environmental issues at the UN in November.
The Private Secretaries at the Department of the Environment
and the ODA are writing about the other issues which you
raised.

The Foreign Secretary welcomes the suggestion that the
Prime Minister should address the General Assembly. It
would be an excellent opportunity to re-state the British
Government's environmental policies. Most Foreign
Ministers leave New York after the first couple of weeks
so the Prime Minister would be likely to be addressing
mainly Permanent Representatives and Delegates. But a
speech by a Head of Government always attracts a great deal
of attention, as was demonstrated when President Gorbachev
addressed the General Assembly late last year.

The ideal timing would be for the Prime Minister's
speech to come before the Second Committee Debate on the
environment in the second half of October. If the diary
does not permit this, we would hope that time might be
found before the international Ministerial Conference on
Climate Change which the Dutch are hosting on 6/7 November.

If the Prime Minister agrees, I should be grateful if
you suggest dates that we might put to the United Nations,
who are accustomed to accommodating Heads of Government at
almost any stage in the General Assembly. We, the DOE and
the ODA will then begin urgent work on a draft.

I am copying this letter to Roger Bright (DOE),
Alex Allan (HM Treasury), Stephen Crowne (Department of
Education and Science), Myles Wickstead (ODA) and
Trevor Woolley (Cabinet Office).
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Private Secretary

C D Powell Esq
10 Downing Street
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From the Private Secretary 25 August 1989
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Thank you for your letter of 17 August,
about the relationship between OECD's work
on the Environment and the proposed European
Environment Agency. The Prime Minister has
noted this.

CHARLES POWELL

Miss Kate Bush,
Department of the Environment
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From the Private Secretary 25 August 1989
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INTERNATIONAL ENVIRONMENTAL ISSUES

Thank you for your very full letter of 23 August
covering a range of international environmental issues. I
have discussed further with the Prime Minister the
possibility of her addressing the United Nations General
Assembly on environmental issues this autumn, and she has
expressed her readiness in principle to do so, subject to:

- being able to find a convenient date. If possible she
would want this to be after the Lord Mayor's Banquet
and the State Opening of Parliament.

an assurance that others - notably your Secretary of
State, Professor Pearce and Sir Crispin Tickell - will
be able to make a substantial contribution to a draft.
She would find it helpful to see an outline as soon as
possible.

I should be grateful for further advice.
I am copying this letter to Stephen Wall (Foreign and
Commonwealth Office), Alex Allan (HM Treasury), Stephen

Craine (Department of Education and Science) and Trevor
Woolley (Cabinet Office).

CHARLES POWELL

Miss Kate Bush,
Department of the Environment

RESTRICTED
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Erom the Private Secretary
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NEW POLLUTION CONTROLS: PUBLIC ACCESS TO INFORMATION

Thank you for your letter of 18 August attaching the draft
consultation document your Secretary of State would 1like to
publish next week.

The Prime Minister has seen this and is content that he
should go ahead with publication.

I am copying this to the private secretaries of the members
of EA, to Bob Peirce (Foreign and Commonwealth Office), John
Colston (Defence) and Trevor Woolley (Cabinet Office).

L ons Qv\»uw%/

<:;:rw/\\v_:§ ESNLD co(pL(

CAROLINE SLOCOCK

Ms Kate Bush
Department of Environment
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Thank you for sending me copies of your letters of 28 qﬁly and 7
August about the Prime Minister’s talks with Sir Crispin Tickell. %u(?“(

The Secretary of State is keen that the UK should whenever and v%f\
wherever possible take the credit which the Prime Minister has ol
gained for us for advancing the international debateé on global \EJ
climate change. Ouf early support for working through UNEP and the
Inter-Governmental Panel on Climate Change (IPCC) has pald off
handsomely. The IPCC has established itself as the major
international forum and it is now well supported by both developed
and developing countries: the UK’s Chairmanship of the Science Group
should ensure a firm basis for the World Climate Conference next
year; our announcement of support for a framework convention has
proved critical within the “Response Strategy Working Group. There
are thus ample opportunities to take forward the points in your
letters and the Secretary of State is planning to talk to Sir
Crispin when he is in the UK in early September.

Economic Aspects of the Environment

As you know, the Secretary of State has appointed Professor David
earce as his Special Adviser and we are delighted by the response
to his report on Sustainable Development which we launched this
week. We are asking Professor Pearce to consider whether the
interdepartmental paper which was the basis for our successful
initiative at the Paris Summit could be expanded into a publication
of more general interest, posSibly as oné of our Environment in —
Trus eaflets. wi also be developing proposals for taking the
work forward in the OECD, in the IPCC and (as stressed at the
Summit) as an input to the 1992 UN Conference on Environment and
Development. The Treasury, as well as other interested Departments,
will of course be closely involved.




Funds for Environmental Research

Following the Prime Minister’s meetings, the Department’s commitment
to research on global climate change has been thoroughly reviewed.
In the context of this yeat’'s sutvey, the Secretary of State will be
proposing a substantial increase in resources, partly for work on
effects but also to set up a new Climate Change Centre at the Met
ice in order to maintain our world lead in modelling. The
alance of priorities is of course a matter for the Research
ouncils, but the Department’s Chief Scientist will be pressing hard
or greater priority for environmental research. We are pleased to
see from Johfi Fairclough’s letter of 8 August that he too is arguing
along these lines. ——

UN General Assembly

The Secretary of State warmly supports the idea of the Prime
Minister attending the General Assembly. This was floated
informally by our delegation on their feturn from UNEP’s Governing
Council where it became clear that this year’s environment debate in
New York would be of crucial importance. Since UNGA will be used to
promote the themes of The Hague Declaration the Secretary of State
believes that a Prime Ministerial speech’would offer a strong and
positive counterbalance. He would not expect it to concentrate
soléIy on climaté change: it could cover other areas where the UK
has a better track record than many other Western countries - our
high commitmeént on tropical forests; our initiatives—on—the ozone
layer; our lead on the economics of sustainable development; “out
work on energy efficiency; and our whHolehearted financial and
political "support for strengthening UNEP. The Secretary of State
has however commented that %B“EEEE—E‘major impact the speech would
need to announce some new and concrete steps, possibly aimed at
better tackling the environmental problems 6f developing countries.

Population Growth

The Secretary of State agrees on the need for fuller account to be
taken of the implications of population growth. Indeed, if
population growth were greatly ToeXceéed 10 billion at the end of
the next cengggzﬁit might not be possible To contain man-made
climate change. "However, the issue requires gré&at sensitivity and
is undoubtedly best conducted in the overall framework of
sustainable development. Next year’s Ministerial meeting in Bergen
on the Brundtland Report could be a promising forum in whic¢h to
develop our ideas. Sir Crispin’s immediate concern on the effects
of climate change on human habitation should be well covered in the
IPCC Impacts Group under Soviet chairmanship.




Our Own Forests and Woodlands

The Secretary of State is familiar with UK’s good record on forest
management. He is not persuaded that further home based initiatives
in a temperate climate would have any great impact on those facing
quite different problems in conserving tropical rain forests.
Neveftheless our efforts in this sector could be presented more
positively.

International Environmental Institutions

The Secretary of State has read Sir Crispin’s speech and is looking
forward to seeing the assessment being prepared by this Department
and the FCO on strengthening UNEP and improving the UN’s response to
global environment@l problems. He is concerned that the UK should
continue to take a constructive role in preparing for the 1992 UN
Conference, on which a good start was made at UNEP’s Governing
Council. It will be essential to build up good will with developing
countries and to convince them of the need for co-operation in
achieving sustainable development. Vigilance will be needed to
avoid the twin dangers of environmental dictatorship from the
industrialised countries and confrontational demands from developing
countries for more aid, debt forgiveness, a new international
economic order and so on.

Energy Conservation Paper

After the Prime Minister’s seminar Ministers concluded that it would
not be appropriate to publish the individual papers, although as Dr
Currie’s paper has been depousited in Parliament we have no objection
to its being in the public domain. The ideas of the paper ate
however—being carried forward by the Department of Energy who have
taken the lead in the IPCC in proposing to draw up a country case
study.

I am copying this letter to Stephen Wall (Foreign and Commonwealth
Office), Alex Allan (HM Treasury), Stephen Craine (Department of
Education and Science) and Trevor Woolly (Cabinet Office)

\( S B | o

Cg 5 @ O ’SK\

KATE BUSH
Private Secretary







PRIME MINISTER

THE PEARCE REPORT

Referred to obliquely in the personal note from Chris Patten

L N—

(also in your box tonight) is the report to Government by

Professor Pearce (who is now Chris Patten's Special Adviser)

oﬂfsustainable development. This report caused a favourable

stir in the media when it came out whilst you were in Austria.

—

I attach the executive summary of the report which you might

like to glance through so that you are famlllar with it if

Chf?gﬂggzzg;“;;fers to it when you next meet. I have a copy

e bt el

of the full report ‘which I have read but I would not recommend

R ——

your doing so: it is in the tradition of learned economic

tracts - fairly turgid and repetitive. Its philosophical

P ——— ——e—
basis is right: price must be a better mechanism than armies
— et

i,
of regulators to secure a sound environment. But for the rest

I think the media stir was over done. The report addresses

the common - though never easy - question of how to put a

price (or how to create a market) in a public good like the

e

atmosphere or the environment's "waste sink" capacity. Some

of the detailed methodology in his report will be of interest
to the Treasury group which is charged with following up and
developing the G7 paper on economics and the environment. But

Pearce's conclusions are weak. He proposes simply looking

further into fiscal incentives (e.g a carbon tax) or

transferable pérmits to pollute (which Nick Ridley made

reference to in your earlier Ministerial meetings and, while
they introduce a greater market discipline, are still a

variant on the command and control means of enforcing

environmental standards).

/
DOMINIC MORRIS
22 August 1989
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1. The terms of reference for the authors of this report was:

'to review the state of the art on the relationship
between the sustainable development concept,
national accounting, resource accounting, satellite
accounting and project appraisal procedures' and
'to provide an authoritative position statement
drawing on national and international experience,
where relevant, as a background to developing a UK
programme of work in this area.'

2. The Bruntland Commission firmly established the concept of
'sustainable development' as the basis for an approach to
economic policy in which the maintenance and improvement of
envirormental quality play a fundamental rolel.

3. In this report it is shown that sustainable development does
have implications for the way economic progress is recorded
(resource accounting), for project appraisal, for the pricing of
inputs and outputs of goods and services in a free market economy
- and for macroeconomic policy relating to growth, trade, foreign
investment and foreign aid. Conversely, the economic analysis of
sustainable development sheds some useful light on the concept
itself and provides a framework for implementing it.

(Preface)

4. Sustainable development involves a substantially increased
emphasis on the wvalue of natural, built and caultural
enviromments. Furthermore it involves a concern with the longer
time horizon than is conventionally looked at in economic
analysis. In this way it places an emphasis on intergenerational
equity and on the fair treatment of future generations.

5. The issue of intergenerational equity is at the heart of
sustainable development. Future generations should not be left
worse off as a result of m{:-%a'lmensum-ﬂusdoes
not happen they must be left with a much capital wealth
as the present generation. Moreover, the form of this wealth may
be important. A distinction is made between man-made capital
wealth and ernvironmental capital wealth. Whereas some economists
have argued that sustainable development can be achieved by
ensuring that total capital wealth does not decline over time,
others have taken the position that, in addition, envirommental

1 World Commission on Envirorment and Development, Our
Common future, Oxford university Press, London, 1987.
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capital must also be transferred in its entirety to future
generations to ensure sustainable development.

6. Sustainable development emphasises the interaction between
the economy and the envirorment. The way the economy is managed
impacts on the envirorment and envirommental quality impacts on
the performance of the economy. This interaction is absolutely
fundamental to sustainable development thinking.

7. If these concerns are to permeate practical decision-making
and policy analysis, resources and enviromments have to be valued
in terms of their economic functions. Moreover these values have
to be correct, credible and integrated into economic policy.

8. The policy pursued with regard to the enviromment can be
viewed as either anticipatory or as reactive. As the terms
suggest, the former involves anticipating problems and incurring
costs in advance of the problems occurring, whereas the latter
involves waiting until the problem has surfaced before taking a
decision as to what to do. The philosophy of sustainable
development tends to favour strongly the antjcipatory approgch to
envirormental policy. But reactive policy is not wholly bad. It
can sometimes be justified by reference to the expected gains in
information and improved policy effectiveness. However, delay is
only justified if the benefits outweigh the costs: good
scientific research needs to accompany delay.

9. The essential issue here is one of uncertainty. There are
really no rules for choosing which policy to undertake in the
face of uncertainty. However considerations of risk aversion,
and the fact that current envirormental problems could involve
very large losses, mean that, in many cases, an anticipatory
policy is likely to be favoured over a reactive one.

10. One area where envirommental effects could entail large
losses is with regard to global pollution. This presents a
special problem for several reasons. If its worst effects are
realised, some countries will experience catastrophic damage. No
one country acting alone can do much to prevent or contain these
impacts. Only coordinated internmational action can be effective.
However, the costs of such action are high and it is not in the
interests of all countries to participate in such action; some
countries may even gain from some developments such as global
warming.

11. Global warming, or climate change in general raises issues
of uncertainty at the scientific and socio-behavioural level.
It is not known what the average global temperature change and
sea level rise will be, nor what the spatial and regional
distribution of these impacts is likely to be. The effects of
these changes will, in turn, depend on how people respond to
climate warming and sea level rise and on the kinds of actions
that governments take. All this suggests strongly that there has
to be a great deal more scientific and socio-economic research on
climate change.
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12. International cooperation to contain greenhouse effects to an
'acceptable level' is vital and urgent. The urgency arises
because of the nature of the risks if the worst outcome occurs;
because the longer the delay the more the world is 'committed' to
increased warming and hence increased damage; because future
adjustment is likely to be expensive; and because the only form
of containment is through internmational cooperation which will be
camplex and difficult to secure. Global pollution problems
underline the need for anticipatory policy.

13. Apart from formulating policy in the context of specific
envirommental issues, sustainable development contributes to the
major debates on the future course of economic development. One
such debate, which was initiated in the 1970s is the one on
growth versus the enviromment. Reviewi this debate in the
light of this co reveals that a number of the initial
remises were Sustainable development tells us
1rommental quality frequently improves economic growth. Hence
the two are not always in conflict as was originally suggested.
Secondly sustainable development shifts the focus from economic
growth as narrowly construed in traditional attitudes to economic
policy. It speaks of development rather than growth, of the
quality of 1life rather than real incomes alone. Thirdly it
recognises that where there is a real trade-off between economic
growth and envirommental quality it can be resolved by valuing
the enviromment properly. 1In other words the choice is not
between higher or lower rates of growth but between dlfferent
ways of attaining growth in the economy. ‘

(Chapter 1)

14. If the sustainable development is to be useful it needs to
be defined carefully. It is important to define the temm
evelopment first. Here it means something much wider than
economic growth. includes all factors that lead to increases
in well-being and the preservation of existing freedoms, self-
esteem and self-respect. Hence development and growth are not
the same and so sustainable development and sustainable growth
will not be the same.

15. Nevertheless eoow being a major source of
increases in welfare or well-being, is an important component of
economic development. In this regard it is important to note
that, on the basis of historical experience, envirommental
protection has been comparatively 'cheap' in terms of forgone
economic growth. If this remains true in the future, the
implication is that, to the extent envirormental quality is a
vital feature of economic development, the objectives of growth
and development can be compatible.

16. In the phrase sustainable development this then leaves the
definition of the word sustainable. The term has been used in a
variety of ways, which are reviewed in this report. However, it
is defined here in two ways: either as meaning a non-declining
welfare, or 'utility' for a society or as meaning a non-declining
set of 'development indicators' over time. The distinction is
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essentially one between the use of a single indicator of welfare
and the use of a multi-dimensional indicator of that welfare.

7. Whichever of these definitions is chosen, there are a
nunber of key implications of the term that need to be spelt out.
First, if development is to be sustainable it must encompass a
full apprec1at10n of the value of the natural and built
enviromments in terms of their contributions to people's well
being. Second is its implication for mtergeneratlonal equity.
As stated above sustainable development requires future
generations to be left with at least as much capital as the
present generation. Here, however, there is a distinction
between those who define this to mean that the total value of
capital must not decline over time and those who interpret it to
mean that both envirommental and man-made capital must each be
non—-decreasing over time.

18. Whichever definition is used one thing is clear: the
valuation of envirommental capital must be undertaken correctly
so that the full value of the services provided by it are
recognised. But, even if this is done, thenearestrongreasons
for thinking that sustainable development will require
envirommental capital not to decline over time. This is the
interpretation of sustainable development adopted in this report.

19. There are, however, a number of ‘theoretical issues and
problems of measurement which need to be addressed if the notion
of the constancy of the capital stock is to be translated into
practical terms.

20. Finally there is one direct implication of the definition of
sustainable development that is often ignored. This is to do
with the region over which the definition is applied. It may be
that the industrialised countries are following a sustainable
development path in the sense defined above, but that this path
1ssusta1nedonlybecausetheyare1mportmggoodsfrcxnpoorer
countries where the development is clearly non-sustainable. This
suggests that some attention needs to be paid to the implications
of the country's trade and aid policies on the sustainable

development of its partners.

(Chapter 2)

21. If sustainable development is to be attained there is a
critical need for the enviromment to be valued correctly. The
difficulty with this is that many of the services provided by the
envirooment are not valued through the marketplace. Although
this makes the process of valuation more difficult, it by no
means renders it impossible.

22. AL ity simplwt what is being sought in the valuation of
these services is some expression of how much people are willing
to pay for them. Such measures automatically express not just
the fact of preference for the enviromment but also the intensity
of that preference. Instead of 'one man one vote', monetization
quite explicitly reflects the depth of feeling contamed in that
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vote. It also permits comparison of those benefits with other
benefits and other costs.

23. The framework within which such a valuation is carried out
is referred to as cost-benefit analysis. Cost benefit analysis
(or CBA for short) makes operational the very simple, and
rational idea that decisions should be based on some weighing up
of the advantages and disadvantages of an action.

24. There are several techniques for valuing envirormmental goods
and services when these are not directly provided through the
marketplace. This report reviews them and provides examples of
their application in the valuation of particular envirommental
facilities. Although the numbers obtained can be criticised,
and are often no more than orders of magnitude, there are
extremely useful in a policy context. First they establish that
envirommental services are not free. Secord, by trying to value
the enviromment, the policy maker is forced to think in terms of
gains and losses. This provides a rational framework for
decision making. In this context the envirommental values can
be important in determining the scope and design of certain key
investments.

25. The process of valuing the enviromment also makes one aware
that some items cannot be valued in money terms. However, that
is altogether different from saying that they are 'priceless' or
have infinite worth.

(Chapter 3)

26. Two key sources of information for recording economic
progress and evaluating sustainable development are the national
accounts and the environmental statistics. In UK the former are
reported in the United Kingdom National Income Accounts which
measure GNP and its constituent parts. These accounts say little
or nothing, however, about the envirorment. The latter are
surveyed in the Department's Digest of Envirommental Protection
and Water Statistics. Although these statistics are very useful
as gquides to some of the trends in the enviromment, they say
little or nothing about the economy.

- 1 g Since sustainable development is about integrating the
enviromment and the economy, it is noteworthy, therefore, that
the two main sources of information in this country fail to
develop the important, linlcggs'ﬁé the two. In chapter 4 the
ways in which these linkages might be presen are discussed.

28. Adjusting the national accounts would mean constructing a
measure of sustainable income. This would require the careful
measurement of : (a) the 'defensive' expenditures undertaken by
households and firms to mitigate the consequences of
envirommental pollution, and not treated as intermediate
expenditures in the construction of the national accounts, (b)
the costs of the pollution that exists but is not mitigated and
(c) the depreciation that has taken place in the environmental
and natural resource base but not accounted for. Such a measure
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measure of sustainable incame is worth pursuing, to be calculated
and presented alongside the conventional measures on net national
income. Attempts to do this have been made, in one form or
another for the United states, Japan, and Indonesia. The
exercises are all interesting and show, in some cases a
significant difference between the 'sustainable' income measure
and the normal net national income measure.

29. There are, however, a number of theoretical and enpirical
issues regarding the measurement of defensive expenditures and of
depreciation that are still not fully resolved. Hence any
attempt to measure sustainable income would have to take a
position on these questions before such an exercise can be
undertaken.

29. An alternative approach to presenting the enviromment-
economy linkage is to construct a system of ysical
envirommental accounts. This has been done in France, Norway

- same t, 1n Canada, and presents stocks and flows of
envirormental variables in physical units. Developing such a
system of accounts in this country would require considerable
resources. Although the outcome could be of considerable benefit
in forecasting envirommental pollution and natural resocurce use,
it is unclear, on the basis of the experience of the countries
cited above, whether it would be worth the cost involved.

30. Supplementing the existing envirommental statistics, to show
more clearly the linkages between the econamy and the
enviromment, could achieve to a considerable extent what a system
of physical accounts would do. Some recammendations in this
regard are made in Chapter 4.

(Chapter 4)

31. As far as project appraisal is concerned, the implications
of sustainable development are fairly straightforward. The
first implication repeats the message that envirommental
economists have been familiar with for a long time and which has
been carried forward to a sophisticated level in the USA. This
is that envirommental costs and benefits must be included in all
project appraisals and that a major effort be made to place
monetary values on envirormental services and damage.

32. In fact this recommendation is not that novel and appears to
have been assimilated in a modest way in various public agencies.
It would, however, be advisable for the Treasury to update its
guidelines with more explicit advice on ways in which monetary
valuation techniques can be used to assist project appraisal.

33. The second implication of sustainable development is not so
clear. Recall that sustainable development is to do with
maintaining a constant envirommental capital stock over time. To
ensure that project appraisal 1s consistent with this objective
one should proceed in two stages. First a project is acceptable
if it passes the standard 'cost-benefit' test (i.e. that benefits
exceed costs). Second, the programme of which the project is a
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part should itself be subject to a constraint that it does not,
overall, produce a net reduction in the value of the stock of
envirommental capital, At the policy level it means altering the
balance of investments so that, included in the programme of
investments, are some that compensate for any envirommental loss
caused by the others. Note that this requirement is additional
to the first one that the project be properly valued and that it
satisfy the cost-benefit test. Both requirements are needed if
the sustainability objective is to be honoured. How such a
double requirement would work should be the subject of further
work.

(Chapter 5)

34. No discussion of sustainable development would be complete
without mention of the discount rate. The discount rate seems to
discriminate against future generations, yet it is their
interests that are to be protected in a sustainable development
approach to economic policy. This has given rise to many
proposals to lower discount rates on envirommentally beneficial
projects (e.g.afforestation) and on projects where there high
potential future envirommental costs (nuclear waste storage,
climatic effects of coal-fired stations etc.). Although
these concerns have considerable validity, adjusting the
discount rate is probably not the best way of meeting them.

Lowering discount rates for all investments could encourage more
overall investment compared to current consumption. This might

seem to satisfy the desire to leave future generations a higher
total capital stock, but it will also ‘'drag through' more
materials and energy in the economy, causing more envirormental
degradation.

35. An alternative solution that has been proposed is to have
one discount rate for envirommentally beneficial or damaging
projects, and another for projects without significant
envirommental consequences. In this case, however, there are
formidable problems of deciding which projects to select. More
seriously, how much of a change should take place would be
horrendously difficult to decide.

36. In Chapter 6 it shown that neither of these altermatives is
desirable. Furthermore, altering discount rates should not be
necessary as long as the valuation and sustainability conditions
are honoured in project appraisal. If, for reasons of
practicality or otherwise, that can not be the case, then a
further investigation into the practical ways in which discount
rate policy might be modified is the second best option.
However, at a time when there are other arguments for raising
discount rates (i.e. the higher private rate of return on
capital now being enjoyed) the preference to opt for the
valuation and sustainability approach to project appraisal
remains strong.

(Chapter 6)
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37. Finally, this report addresses the issue of incentives for
sustainable development. If sustainable development is about
safeguarding envirormental quality, then there is a case for
making a stronger commitment to the setting of stricter
enviromnental standards. That is already taking place as the
concerns about acid rain, 00,, ocean pollution and loss of

habitat growth.

38. The UK approach to standards setting is, somewhat
incorrectly, described as —and-control'. This is unfair
because in the UK there is a regular interchange of views and
advice between polluter and regulator, whereas command and
control tends to imply a somewhat more severe approach to
offenders.

39. However, very little use is made of economic incentives in
the UK, which stands in contrast to the particular virtues that
markets have in envirommental policy. In particular, using the
market means reaching the ultimate polluters - the consumer. For
in a market economy it is the consumer who dictates what is
produced. The rise of the 'green consumer' indicates just what
power the consumer has to influence the polluter to curtail
pollution. But consumer cannot always be easily informed about
the 'pollution content' of the goods and services he or she buys.
The best way to signal that to the consumer is to make the
polluter pay which means setting charges on products and
resources so that their social cost is reflected in the price.

Clearly designing ‘'optimal' taxes of this kind is complex and
controversial, but progress in this area of market-based
incentives is long overdue. Ideally such changes should relate
to the monetary value of the damage done, but even if that cannot
be estimated reliably, charges still have another vital use:
they may be cheaper than the approach which sets standards and
then tries to regulate the polluter.

40. One such tax that is discussed in some detail in the report
is a carbon tax as a means of combatting global warming through
t'hexaeaseofgreerﬂmsegas&. There are several complex
issues to consider with such a tax and the ideas involved are
new in the area of public policy. However, they need to be given
careful consideration, in view of the potential seriocusness of
the problem.

41. The 'cheapness' of charges is a potential feature of market-
based incentives which is shared by another approach: marketable
permits'. Here the polluter is granted a permit to pollute and
the number of permits is related to the envirormental standard
set. The particular feature of such permits is that they are
cost-effective. They keep down the cost of complying with
envirommental standards. There are powerful reasons for being
concerned about this cost-effectiveness attribute in respect of
sustainable development. Future envirommental problems threaten

to be mo tly to resolve than ones. The prospect of
costly clean-up preventative measures could readily mobilise

legitimate concern about those measures, constraining
envirormental policy and preventing it from being effective. Yet
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if it is possible to secure envirommental quality objectives,
while at the same time minimising the cost of achieving then,
much of the potential objection to improved quality could be
removed. For this reason alone a much more serious
consideration of market-based incentives, as an additional

approach to
recommended.

achieving future envirommental quality, is

(Chapter 7)
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INTERNATIONAL ENVIRONMENTAL ISSUES
In your letters of 28 July and 2 August to Stephen Wall about the Prime
Minister's talks with Sir Crispin Tickell, you invited views and advice from

Departments concerned.

Stephen Wall is responding on the idea of a speech on environmental issues
by the Prime Minister at the United Nations General Assembly in the autumn.

We have the following comments on other points which concern the Overseas
Development Administration:-

Your letter of 28 July: First Point

We agree that more should be made of work on environmental economics. ODA
has commissioned, and plans to have ready by the middle of next year, a
practical manual on how environmental concerns are incorporated into the
economic appraisal of aid projects. A workshop of interested economists
hosted by the Overseas Development Institute is planned for the turn of the
year to discuss progress. This will help to identify gaps in current
research work, and highlight any new areas worth considering.

The ODA is paying for a study to identify and quantify the causes of
environmental degradation in Nepal, to estimate their costs and suggest
policy approaches to alleviate future damage. This study is already proving
useful to the Nepalese in their planning. Mrs Chalker wants to consider
similar studies in other developing countries.

/Second Point




Second Point

Earmarking funds for environmental research can have a perverse effect if it
discourages environmental work within existing disciplines. That said, ODA
is currently examining areas for further research, subject to resources
being available, most obviously in relation to climate change. ODA's
primary focus has been on forestry. Spending on centrally funded research
in 1988-89 was £840,000 and will exceed £1.25 million this year. Many of
our bilateral forestry projects also have a research component. Subject to
resources being available, we also plan £3.3 million of additional forestry
research over a three year period.

The ODA is exploring with the Meteorological Office and the DoE the
possibilities for increasing developing country participation in climate
research.

Fourth Point

We agree that more work is needed on the enviromental implications of
population growth. The link between environment and population growth
should be looked at as part of the IPCC process, although none of the
working groups have yet done so. There is a limited amount of work in hand
elsewhere on the subject, but there is no overall agenda. The World Bank
may be best placed to set it up at present in conjunction with the UN
Population Fund (UNFPA) and UNEP. We might want to consider whether, as
part of the process to strengthen UNEP, we should encourage them to take the
lead, in due course.

Bilaterally, we are arranging an international conference here on Flooding
in Bangladesh, for December.

Your letter of 2 August: First Point

Kewd
It is certainly fime that positive domestic action strengthens our hand when
promoting international and developing country activity.

Second Point

Ministers agreed a paper just before the Paris Summit on the UK Position on
an International Climate Fund, which was forwarded to 10 Downing Street by
Myles Wickstead on 12 July. A further copy is enclosed. The paper and
annexes set out the case for using and developing existing institutions and
so resist pressure for a separate fund.

I am copying this letter to recipients of yours.

Vovm w\out\& ,

CLoho ians

Private Secretary

(D J Hope)
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UK POSITION ON AN INTERNATIONAL CLIMATE FUND
Problem

Following his attendance at the Helsinki Meeting to review the Montreal
Protocol on CFCs and in the light of the PM's seminar qp_;;imate change, the
Secretary of State for the Environment wrote to the Prime Minister -making
certain proposals. In reply the Prime Minister agreed that we should
develop "a robust and defensible position for ourselves, and as far as
possible an agreed positidn with other donor countries, on proposals which
are increasingly coming forward from elsewhere for climate funds to help
developing countries".

2. The proposition of a CFC fund is already under review following the
Helsinki meeting in May. The Intergovernmental Panel on Climate Change

(IPCC) is tasked with looking at response strategies, and ﬁas called for

papers to be submitted by 15 August on the financial implications.
President Mitterand is likely to raise the issue of a climate/environment

fund during the Paris Economic Summit.

Proposed UK line

3. The UK should say publicly that we

accept in principle that developing countries do not have
sufficient resources to solve their own local and regional
environmental problems let alone to contribute to solving global
environmental problems at the speed or on the scale likely to be

necessary;

accept in principle that developing countries may have different
priorities (reflecting their own economic and environmental
circumstances and objectives) from those of developed countries
which can afford to take action now to deal with concerns about

global environmental matters;

RESTRICTED




RESTRICTED

reject the notion that developed countries should make financial
amends to developing countries for past global environmental
pollution, but accept that developed countries will need to be
prepared to channel additional resources (private and public) to
developing countries. External resouréés are needed in order to
reinforce the latter's ability to address environmental issues
and to ensure that the priorities for action include things of
global as well as local importance;

reject the notion that additional institutions are needed and
instead press for help normally to be channelled through
existing multilateral and bilateral funding arrangements. Any
action needed to adapt existing machinery should be taken within
the framework of the agreed protocols to be negotiated under the
Climate Convention proposed by the UK in May;

will determine the scale of the UK's own contribution to a

global effort in the light of;-

our domestic public expenditure priorities,

the response of other developed countries,

the evolution the further scientific and economic
work which is in train

our bilateral relations with key developing

countries.

(Ministers should bear in mind that, if the UK is to play a lead role
in the formation of policy and decisions on action, it will need not
only to be skilful in its preséntation. but will also have to be
prepared to make a fairly substantial contribution on top of anything
that the private sector will be willing to contribute through its own
investment strategies. The Secretary of State for Foreign and
Commonwealth Affairs has acéordingly included an element for this in

his PES bid.)
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Rationale

a. The issues arising from concern about global climate change present a

new challenge to the world community. The challenge is made much more
complicated by the high degree of uncertainty which surrounds predictions
about the effects, especially at the regional level. However, it is
apparent that action only by countries already convinced of the need, will
not be sufficient to slow down the build-up in greenhouse gases and the
destruction of trees and other organisms which absorb and lock up carbon for
dong periods. The predictions of the existing global climate models show
that responses are needed even before the models have been perfected if
unacceptable levels of warming are to be avoided. Thus worldwide
cooperation is required to confront a truly global environmental issue - one
where the costs and benefits of action do not respect national or regional

Irontiers.

Ar ent

Summa:z

De This paper looks at the developing countries' capacity to join in that
cooperative action and at their likely willingness to do so in view of their
other priorities for their limited resources. It concludes that additional
external resources will be required to ensure that developing countries take
action within the time frame required. Those resources will need to be
spread over a wide range of environmental problems. Calls for
“compensation" (the notion that developed countries should make financial
amends to developing countries for past environmental pollution which has
reduced future development options) should be rejected. The paper makes the
case that resources should be applied not only to climate change but to the
related global environmental issues; depletion of the ozone layer and loss
of genetic resources. It looks at possible sources for external finance and
concludes both the public and private sectors have roles to play. It goes
on to examine the existing aid channels for tackling environmental problems.
It looks at the possibilities for strengthening and adapting these to make a

more effective contribution to resolving the full range of problems. It
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reaches the view that existing institutions should be able to cope. It thus
rejects the case for a new general global environmental (or climate change)

fTund administered by a new institution.

Constraints on developing countries

6. Developing countries are characterised by heavy reliance on natural
resources, poverty and burgeoning population pressure. The resource base is
often fragile. Poverty and population pressure are themselves causes of
docal enviroﬁmental degradation which in turn exacerbates both. Where
population pressures are increasing faster than peoples' ability to adopt
new resource use patterns, marginal lands are often made unproductive.
Poverty limits peoples' capacity to invest in change or to take the risks
inherent in doing so. Developing countries' ability to grow out of this
vicious spiral is often restricted by foreign exchange shortages and heavy
debt burdens. They even find it difficult to finance investments with
obvious short-term national benefits. To the extent that immediate national
priorities, for example reafforestation and rational energy policies, have
spin-offs for climate change, developing countries can be expected to play
their part in global action. However, the global good will not be a primary

motivation for their decisions.

Differences in perception and developing countries willingness to tackle

Blobal climate change

Ze Developed countries view the possible dangers posed by global climate
change with the greatest concern. They have the resources required to take
the action on their own behalf which is justified by the current state of
scientific knowledge. They are conscious that policy decisions need to be
taken early if the full impact of possible adverse climate change is to be
avoided. They recognise the need to reduce the scientific uncertainties as
rapidly as possible and have put considerable effort into the
Intergovernmental Panel on Climate Change (IPCC) where Britain is playing a
leading role. Other industrial countries are likély to welcome the work on
environmental economics we will be advocating at the Paris Summit as another
important step in tackling uncertainty. :

RESTRICTED
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B. Conversely, developing countries view unwelcome changes in the global
climate as the result of action by the industrialised countries who have
become rich in the process. Déveloping éountries tend to believe that
industrialised countries should pay for solving the problem. They are
particularly suspicious of any solutions which appear to block their own
pathway to development through traditianal industrialisation and economic

growth. Host_developing countries do not consider global climate change as

2 current priority and regard uncértainty as a reason for delaying action.
They have nof shown much enthusiasm for the IPCC. They are much more
preoccupied with the presént economic difficulties facing them and with more
immediate threats to their environment. These latter include urban and
industrial pollution (particularly in Asia and Latin America), toxic waste
(a political problem in Africa), deforestation and soil erosion. Even where
developing countries concede that the potential cost of global climate
change to their populations will be enormous, they are unwilling or unable
to invest heavily in precautionary action. This may be perfectly rational
if they believe they can generate sufficiently rapid growth today more

easily to afford action tomorrow.
S. The division between industrialised and developing countries is not
clear cut. To the extent that they are known the views of individual

countries are in Annex A.

Encouraging cooperation

10. Given the different view-points and stages of development it is
apparent that precautionary action to minimise risks will be acceptable to
industrialised states but not to developing countries. To achieve the
worldwide action required in the face of scientific uncertainty, industriai
countries must expect to contribute to the costs involved for developing
countries. Such external help will need to be additional to existing aid
flows which are used to finance investments which countries regard as a
higher priority for creating wealth or reducing poverty. 1In any case, the
solutions to their central development priorities-such as poverty, excessive
population growth and lack of economic growth=can contribute to the

reduction of global warming.
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A L Respect for the priorities of developing countries does not mean that
the industrial world must concern itself with the whole of the developing
countries' agenda. A skilful combination of help with local environmental
toncerns and resources for global environmental programmes, could provide
the basis for constructive partnership between developed and developing
countries. Such a paftnership should minimise the risk of prompting the
developing countries to press for some kind of compensation for the
consequences of past pollution caused by the developed countries. 1In
essence the advocates of compensation are seeking agreement to a
retrospective version of the 'polluter pays' principle. Acceptance of their

case would have wide ranging and unwelcome implications.

Scope of Cooperative Action: Climate or Global Environment Focus?

s bt The arguments for help with respeét to one global environment issue,
climate change, apply equally to others where environmental costs and
benefits do not respect national or regional frontiers. There are two other
current issues of this kind. One is depletion of the ozone layer by CFCs,
which has effects not only on climate but which could be successfully
tackled as part of a programme to prevent climate change. The other is loss
of genetic diversity through the destruction of genetically rich areas such
as tropical forests, wetlands and coral reefs. Conserving all three would
help to lock up carbon, and, in the case of mangroves, would help protect
low lying areas from more frequent storms expected through global warming,
80 again a climate connection can be adduced. Nevertheless, bofh ozone
depletion and genetic diversity are important global environmental issues in
their own right. Those wanting a new environmental funding mechanism will
pray them in aid. By recognising their importance from the outset, the UK
can enhance ité‘greenrcredentials and ensure that the debate about funding
mechanisms is not side-tracked by arguments about the scope of the issues to

be éovered.

Sources of External Finance

13. Four possible sources are available; private sector investment,
international taxes and leviés. the proceeds of "debt-for-nature" swaps and

aid programmes.
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l4a. The private sector is unlikely to opt voluntarily, to use more
expensive technology for investments in developing countries, especially if
the environmental reasons for so doing remain unproven. Similarly,
developing countries will be reluctant to bring in and enforce the
legislation required to compel private sector action unless it can be made
financially attractive for them. Nevertheless, there is scope for

persuading industry that offering environmentally friendly technology to

developing countries will allow companies to gain an advantage in markets of

future significance.

513 Internationally agreed earmarked taxes or levies are a possible
funding source which is already under discussion for tropical timber. More
generally, however, the UK has traditionally been against hypothecating
revenue and international agreement would in any event be extremely
difficult.

16. The Prime Minister's meeting on 19 April considered the possible role
of debt-for-nature swaps and concluded that voluntary swaps might have a
role to play, but that it would be wrong for the taxpayers of developed

countries to bear the costs of writing off commercial debt.
17. The remaining source of additional external resources is international
aid. This has the advantage of being able to tackle village level projects

which are unlikely to be of interest to international investors.

Development aid channels

18B. Any additional public resources to be mobilised by the developed
countries must be effectively delivered. There are essentially three

options;

greater use of existing mechanisms,
@ new fund covering all environmental issues,
or a new fund limited to problems not covered by existing
institutions. :
The choice between them depends on their likely success in persuading
developing countries to join international action, their acceptability to

donors, the range of issues to be tackled and the coverage and effectiveness
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19. Annex B lists the key underlying issues in developing countries,

global environment problems and the local environmental concerns of the

third world. It describes current efforts being made to deal with them. It
also identifies work not at present being handled by existing institutions.
The most notable deficiencies identified are:

consideration of the global environmental implications of energy
choices.

consideration of the national and global environmental
implications of transport and industrial sector policies;

developing country scientists are insufficiently involved in
research on climate change which makes it unlikely that their

Governments will take the conclusions seriously;

efforts to conserve genetic resources are very modest and are

split amongst a number of agencies;

no research is underway on the methane implications of different

agricultural systems;

environmental monitoring is in its infancy in developing

countries;

no work has yet begun on helping countries investigate
strategies for avoiding CFCs although financial resources have
been offered for this.

However, we judge existing bilateral or multilateral institutions as capable
of being strengthened or adapted to handle these deficiencies.

20. Use of multilateral channels for some of the additional funds will
require agreement by other donors and by recipients, but is essential for
significant coordinated action. In any case, only multilateral channels can
provide sufficient political visibility to ensure developing countries
accept that additional resources are being made available. Agreement to

alter existing mandates or create new ones could most easily be reached
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under the umbrella of a Climate Change Convention. Where the remits of

weaker multilateral institutions réquire adaptation or extension, careful

work will be needed to ensure that they could realistically be expected to
handle the tasks satisfactorily.

2l. TUse of existing channels will avoid the delays and additional
overheads inherent in the establishment of new institutions. It is also
likely to make best use of the scarce analytic expertise available for
environmental problems. Nevértheless. increasing their tasks does imply
re-examination of the general donor approach of severely restricting the
increase in the administrative budgets of multilaterals.

22. Those who favour a new environmental funding mechanism do so because
of a political assessment that it is the best way to convince countries that
resources are truly additional. A new Fund would presumably aim to
supplement the relevant activities of existing organisations and fund new
types of programme. However, its supposed additionally could be largely
illusory if existing aid institutions responded by running down their own
spending on programmes which could be picked up by the new body. Forestry
and energy efficiency are obvious examples. The net result might even be an
overall switch of emphasis away from environmental concerns. Thus a wide-

ranging Fund might not meet the political requirement.

23. A new Fund has the grave disadvantage that it could be seen as
acceptance of the 'compensation' argument. If it were handled by a riew
institution, that would add to the complexities of the international aid
machinery and to the difficulties of coordination. Moreover, depending on
voting arrangements, a new institution might well reduce donor's influence
over the handling of multilateral aid.

24. If, after cdénsideration, there were found to be some highly
specialised activity or concern not capable of being handled satisfactorily
by present institutions, then some limited new funding mechanism might be
required. This could be negotiated in the framework of individual protocols

to a Climate Change Convention.
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Scale of UK Contribution

25. The UK must be prepared to contribute additional resources itself if
proponents of an environment/climate change fund are not to win the day.
The size of that contribution will depend on domestic public expenditure
priorities, the response of other developed countries, the evolution of the
Turther scientific and economic work which is in train and our bilateral
relations with key developing countries. There are initial signs that some
countries, certainly including the Japanese, Dutch and Norwegians, are
prepared to produce additional resources for these purposes.

2b. ODA's existing multilateral and bilateral programmes already include a
good deal of expenditure which serves these environmental objectives, along
with others. Because it is multi-purpose, it is not possible to quantify
precisely the amounts dealing with issues related to climate change. More
will be needed to help implement our forestry initiative and do more in
energy efficiency and CFC substitution. The Foreign Secretary has included
a bid for £15 million, £40 million and £90 million in the three Survey years
among his other Public Expenditure bids. Such expenditure would be
Justified in its own right, but would also help to fend off pressure for a

less cost-effective UK contribution to a Climate Change Fund as part of our
overall effort.
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CLIMATE CHANGE: VIEWS ON THE NEED FOR FINANCIAL ASSISTANCE

d. At the London Ozone Layer Conference in April, China proposed a
global fund to supply technology and assistance to developing countries to
enable them to phase out the use of CFCs. India supported this proposal.
The need for financial assistance to developing countries was further
discussed at the first meeting of Parties to the Vienna Convention for the
Protection of the Ozone Layer (and its Montreal Protocol) in Helsinki in
early May. A Working Group was established at that meeting "to develop
modalities for linternational, financial and otherd mechanisms, including
adegquate international funding mechanisms which do not exclude the
possibility of an international fund." The Working Group will report to
the second meeting of the Parties, in London in 1990. Norway's offer at
the Helsinki meeting to contribute to a world climate fund (see below)
probably provided the stimulus for calls in subsequent international
meetings for a climate fund rather than a fund linked directly to CFCs and
the Ozone Layer.

2. The following have made public offers to contribute to a world
climate fund:

Norway

At the Helsinki neetinﬁ of Montreal Protocol Parties in May, Norway
of fered to contribute 0.1% of GNP (approx $100m) a year to an
international climate fund under the auspices of the UN, provided matching

contributions are made by other industrialised countries. This position
was repeated at an OECD DAC meeting on the environment in June in a
statement which stressed the need for others to match the offer.
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Netherlands

At the DREP Governing Council in May, the Netherlands announced she was
ready to contribute up to 250m Guilders £72 million to a world climate
fund, when such a fund is established. We understand the aid Minister
would prefer to spend these resources which are already in the aid budget
through existing mechanisms. The resources were provided for projects to
help developing countries avoid contributing to the greenhouse effect.

3. At the UNEP Governing Council in May, the following countries

commented on proposals for a world climate fund:

Mexico
o ol

Bilateral transfers were not enough. Financial resources should be

channelled through the UN.

FRG

A working group should be established to consider the matter, as in the
case of financial assistance under the Montreal Protocol on Substances
that Deplete the Ozone Layer.

Brazil

Technology should be transferred at cost.

France

Low key call for financial resources to compensate affected countries.
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India

Not concerned about the mechanism for the transfer of financial resources;

the main problem was to ensure the transfer took place.

Paris Economic Summit

4. We understand Japan will announce a contribution of up to $150

million over three years for forestry projects to be channelled through

the International Tropical Timber Organisation.
- Papers prepared for the Paris Summit include:-

A. Canadian paper

“"Enviromment and the Economic Summit: a Canadian Perspective" does not
mention the proposal for a climate change fund but suggests the Summit
could
*call upon international financial institutions to develop new and
dnnovative ways to help developing countries and strengthen their

capacity to achieve environmentally sound development'.
In private discussions Canadian aid officials have explained they would
prefer to work through existing institutions but that the Foreign Ministry

is making provision to contribute to a fund for political reasons.

B. French Thematic Paper 111

Refering to the emission of greenhouse gases, the Thematic Paper notes
reduction in CO emissions
“would obviously call for far-reaching global measures in the energy and
other industrial measures... Economic inducements should be developed
to facilitate these evolutions."
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In 2 reference to The Hague Declaration the Thematic Paper notes the
Declaration signatories
“emphasised the need to provide some assistance to those countries on
which decisions taken to protect the atmosphere would prove to impose a
special burden, in view of the level of their development and actual
part in the deterioration of atmosphere.”

C. German Paper

A German paper on "Protection of the Earthly Atmosphere'" makes no mention

of a climate change fund. The paper is primarily concerned with tropical
forests. It advocates a "new institution" along the lines of The Hague
Declaration and notes
“In view of the global threats to the earth's atmosphere and their
causes, the summit countries bear special responsibility vis-a-vis the
international community. Acting in solidarity with developing countries
and in collaboration with international institutions, they must take the
decisions and measures needed to protect the earth's climate and

atmosphere."

In recent private discussions aid officials have confirmed they would
prefer to work through existing mechanisms rather than a climate fund.
The call for a new institution seems to be aimed at giving polifical
impetus to the Tropical Forestry Action Plan which is at presenéf?nformal

process.
6. OECD

The Communique issued at the conclusion of the Ministerial Council held on
31 May and 1 June states
“Ministers agree that cooperation with developing countries is essential
for the solution of global environmental problems. The OECD will

evaluate relevant policy experience in Member countries. On the basis
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of the information, the Organisation will seek to co-ordinate policies
among member countries with a view to ...... the design of innovative

approaches by development assistance institutions to environmental

protection and natural resources management; and the integration of

environmental considerations into development programmes taking into
account the legitimate interests and needs of developing countries in
sustaining the growth of their economies and the financial and

technological requirements to meet environmental challenges."

pe L Other soundiqgg

Representatives of both the Swedish and American aid agencies have

indicated they do not favour a separate climate fund. The Americans were
noticibly non-committal when the subject arose at the UNEP Governing

Council. -
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ANNEX B

ENVIRONMENTAL PROBLEMS, ACTIVITY BY EXISTING INSTITUTIONS AND FUNDING GAPS

SUMMARY

ENVIRONMENTAL PROBLEMS AND EXISTING AND POTENTIAL FUNDING MECHANISMS

URDERLYING CAUSES

POPULATION: UNICEF, UNFPA, IPPF and many multilateral and bilateral aid
agencies.
POVERTY: All aid programmes.
DEBT AND FOREIGN EXCHANGE CONSTRAINTS: IMF, World Bank, London and
Paris Clubs.

GLOBAL ISSUES

CLINATE CHANGE:
Carbon dioxide Most existing aid agencies. Coordination by World
Bank
Nitrous oxide Most existing aid agencies.
CFCs World Bank, ODA and other bilaterals.
Methane Agricultural research institutions, and aid donors.
Monitoring UNEP, WMO, World Bank.
LDC participation
in research IPCC, UNEP.

DEPLETION OF THE OZONE LAYER: World Bank, ODA and other agencies.

LOSS OF GENETIC DIVERSITY: FAO, World Bank, IUCN, UNESCO and other UN
agencies CITES, IBPGR.

DEFORESTATION: TFAP, ITTO, existing donors.

LOCAL ISSUES

DEGRADATION: Existing aid agencies.
POLLUTION: Existing aid agencies, Basle Convention, FAO, UNEP.
INSTITUTIONAL CAPACITY: Existing aid agencies.
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UNDERLYING PROBLEMS

POPULATION: The global population is currently 5 billion and is expected to
stabilise somewhere between 8 and 14 billion depending on success in
persuading the people of developing countries to adopt family planning.
Success will depend on acceptance of individuals that they do not need large
numbers of children to provide security in old age and is therefore closely
tied to progress in poverty alleviation and sustainable economic growth.
Thus all aid programmes may be said to contribute to slowing population
growth. International prokrnmmes specifically targetted on the objective
dnclude those of the UNICEF, the UN Fund for Population Activities and the

International Planned Parenthood Federation and most bilateral donors also

contribute. There are no gaps to fill but programmes could be increased in

scale.

POVERTY: The poor lack access to sufficient resources. They cannot invest
‘the time and capital required for long-term sustainability and frequently
dive off environmental capital, which results in increasing degradation of

sensitive areas. All aid programmes have poverty alleviation objectives so

again the guestion is one of scale rather than gap filling.

DEBT AND FOREIGN EXCHANGE CONSTRAINTS: affect some countries' abilities to
use their own resources for environmental protection though there is no

guaranteed link between the relief of debt or foreign exchange shortages and

positivé environmental action. In some cases, notably in Africa countries

have mined their forests on a short-term basis to earn the foreign exchange
needed for debt servicing and the initial stages of structural adjustment.
Carefully targetted structural adjustment programmes, international debt

initiatives and negotiations in the London and Paris Clubs provide adequate
mechanisms for dealing with the debt burden, although Latin American

countries would argue that inadequate resources have been made available.

GLOBAL PROBLEMS

CLIMATE CHANGE: The cause of global warming is greenhouse gas emissions
whose effects are made worse by the loss of carbon sinks particularly
through deforestation, loss of forests and changing land use patterns are of

special significance in developing countries and are dealt with below.
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Greenhouse gases come from a number of sources. In developing countries the

JTollowing gases are important:

Carbon dioxide. Net emissions and their sources are unknown but apart from
durning of fuelwood (the primary heat source in the third world) and

destruction of forests as land is cleared emissions must come from the same
sources as in the developed world - thermal power generation, industry and

transport. All 3 sectors receive large amounts of bilateral and

multilateral aid but so far little thought has been given to greenhouse gas

emissions in the environmental appraisal of projects although donors and

recipient governments are increasingly concerned about energy efficiency.

The Energy Sector Management Assessment Programme (ESMAP) of the World Bank
provides a framework for the assessment of energy policies at the national
Jevel and for encouraging efficient generation transmission and distribution
of electricity. ESMAP does not at present include global environmental
aspects in its analysis. ESMAP assessments can influence all donor agencies
via ESMAP coordination meetings and individual recipients via World Bank
participation in aid consultative groups. To the extent that efficient
systems save resources, increased emphasis on carbon efficiency should be
welcome to developing countries. However energy sector projects are a cause
of much commercial competition amongst donors so strengthening the ESMAP
process should be accompanied by donor agreement, probably in the
Development Assessment Committee of the OECD, to environmental standards for
energy projects. While the mechanisms exist, the scale of investment needed
to make developing countries power sectors as efficient as those of
industrialised countries or to encourage switching to fuels producing less

carbon dioxide would be enormous.

In the UK 20% of carbon dioxide emissions are the result of industrial uses
of fossil fuels and a further 20% comes from the transport sector. We are

not aware of any analysis having been done for developing countriés but both

sectors are of increasing importance especially in Asia and Latin America.
Nor are we aware of any international policy analysis of the sectors similar
to the World Bank's ESMAP, although again donors provide significant sums
for both transport and industrial development. While mechanisms do not
currently exist there seems little reason why the World Bank, which is not
only the biggest lender but also the centre of donor environmental

expertise, should not be encouraged to look at the global environmental
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impacts of current developing country transport and industrial policies.

The UN Industrial Development Organisation (UNIDO) might also have a role to

play. Again commercial pressures would require donors to reach agreement on
guidelines for aid. Investments in greater combustion efficiency in
dndustry and transport might be expected to pay for themselves but the
dnitial costs could well be unacceptable to capital starved developing
tountries who might require additional aid to adopt green technology.

Witrous oxide: To the extent this is a product of thermal energy
generation, industry and transport, reductions in output growth could be
achieved in the same way as for carbon dioxide as well as by specific
mitigation measures such as the gas scrubbers and catalytic converters.
Halting deforestation would also help to reduce nitrous oxide emissions.
Jhus multilateral and bilateral agencies are tackling the problem.

CFCs: Present use of CFCs by developing countries is not well understood
but it seems likely that the major use is in refrigeration rather than in
aerosols, packaging or as solvents. Donors including the World Bank and the
ODA, have already offered aid for drawing up CFC substitute strategies for
developing countries and for their implementation. The Helsinki Meeting of
the parties to the Montreal Protocol agreed to look at all possible funding
mechanisms to help developing countries meet present and future Protocol

requirements. Industry will need to be involved in efforts to help

developing countries but it is not obvious that additional mechanisms are

needed. However, if substitutes for refrigerants (which will not be
commercially available until the late 1990s) prove more expensive than
domestic production of CFCs, developing countries may need additional aid to
-nnke the switch.

Methane: The rice paddies of tropical countries are a major source of
global methane production as are increasing populations of livestock. Given
the difficulties faced in increasing agricultural yields in line with
population growth in many countries, there seems little point in trying to
tackle tropical agriculture early in global efforts to reduce greenhouse gas
emissions. Nevertheless there is scope for research to compare methane
emissions from agricultural intensification and extensification. UK and

existing international research institutions have the potential to undertake

this work which could be financed by the donor community who are heavily

involved in agricultural development. To the extent that livestock projects
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are often aimed at increasing quality rather than quantity they may help to
curb emission growth. Programmes aimed at using methane produced from
biomass (particularly solid waste and night soil) for domestic energy
generation also have a role to play and could be stepped up using existing
mechanisms. .

Climate Change Monitoring: Global environmental monitoring already takes
place through the Global Environmental Monitoring System programme of the UN

Environment Programme (UNEP) though coveraﬁe in developing countries is

poor. Current international research based on remote sensing of the
atmosphere and new research studying the oceans will provide information on
climate of value to all countries. Nevertheless climate modellers may need
more data from the overstretched meteorological services of developing
countries. Discussions aimed at strengthening the African system are
already taking place. They involve the World Meteoro{gg;cal Organisation
(WHO) and are being coordinated by the World Bank. Existing mechanisms
could be used to channel the resources required.

Developing Countries Participation in Research: The Intergovernmental Panel

on Climate Chaqgs is concerned at the inadequate participation of developing
countries in the Panel's work to date. A meeting will be held in Nairobi in

late June to identify and overcome the barriers to such participation and
funds should be available from the recently expanded UNEP budget. If these
prove inadequate bilateral aid programmes could be used.

DEPLETION OF THE OZONE LAYER: Measures needed to encourage developing
countries to avoid the use of CFCs have been considered above.

10SS OF GENETIC DIVERSITY: The major cause is the loss of tropical forests
which are home to at least half the world's species. It has been estimated
that fully protecting 0.2% of the earth's land surface in 10 ‘hot spot'
regions of primary forest would save from extinction 7% of the earth's
plants and at least a similar proportion of the animals. Other areas of
high diversity include wetlands (notably mangroves) and coral reefs.
Combatting deforestation in general is considered below. For climate change
and local environmental degradation through soil erosion and loss of soil
fertility there is no reason to pay particular attention to areas of high
diversity. In fact such areas are likely to be of more value to northern

pharmaceutical companies, who do not at present pay royalties on the plants
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extracted, than to the developing countries in which they are situated.
Current discussions in the FAO aimed at recognising the rights of people to
benefit from their contribution to the exploitation of genetic diversity
might alter the equation. So might assessments of tourist potential but

access often needs to be limited to avoid unacceptable species loss.

At present the international systems charged with identifying or encouraging
protection of key areas in developing countries are the Ramsar Convention
which covers wetlands of importance to birds, UNESCO's World Heritage
Convention which covers unique natural and cultural areas and UNESCOs Man
and the Biosphere (MAB) Programme which is establishing a global network of
ecologically important areas which are intended to demonstrate mans
interdependence with his surroundings. All three have modest funding
mechanisms and the MAB programme is sufficiently well regarded that ODA
continues to contribute to it through NERC.

The International Union for the Conservation of Nature and Natural Resources

(IUCN), a union of conservation expertise, participates in all three
programmes and could step up efforts to involve developing countries as
fully as possible. IUCN could also be used to identify key forest areas and

indeed will be making a special assessment of currently protected areas as

part of the FAOs world wide tropical forest assessment in 1990. IUCN has

produced a draft for a global convention on all aspects of genetic diversity
which could provide a framework for reaching international agreement on
protecting particular areas while respecting national sovereignty. In view
of the sensitivities it might be better to channel any aid needed for the
establishment of protected areas through an international body. The IUCN
has a small project implementation branch which could be strengthened but in
view of the voting structures in IUCN (which give a substantial voice to
very unrepresentative NGOs) donors might prefer to channel funds through the
World Bank or a UN agency.

International efforts to protect endangered species rather than habitats are
organised through the Convention on International Trade in Endangered
Species of Wild Fauna and Flora (CITES) and the Convention on Conservation

of Migratory Species of Wild Animals (Bonn Convention). The International

Board for Plant Genetic Resources (IBPGR) is an internationally funded

organisation which seeks to promote the collection, documentation,

evaluation, conservation and utilisation of genetic resources of important
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evaluation, conservation and utilisation of genetic resources of important
plant species especially where traditional varieties are under threat. The
IBPGR funds research carried out by others and could be strengthened by the
donor community. There is a need for a system similar to IBPGR for the
conservation of animal genetic resources. The FAO recognises this and is

addressing the problem notably by beginning to set up regional gene banks.

DEFORESTATION: is both a global problem through its effects on climate
change and genetic diversity, and a local problem contributing to soil
erosion, loss of soil fertility and flooding through rapid water run off.
Efforts to counter deforestation are being made in most developing countries

with more or less enthusiasm and almost all donor agencies contribute

funding. International efforts are coordinated through the Tropical

Forestry Action Plan which operates country by country and starts with a

review of forestry policies to ensure that the framework for projects
encourages a sustainable approach. The TFAP has succeeded in increasing
donor and recipient funding for the forestry sector as a whole. The
international community is now turning its attention to giving greater
priority to forestry research and to agroforestry (the integration of trces
in crop and livestock farming systems). A shortage of forestry expertise is
emerging as a possible brake on greater assistance for the sector but there

is no doubt additional sums could be spent productively.

Recently the International Tropical Timber Organisation has emerged as

another channel for forestry assistance. The UK has tried hard to get ITTO
agreement to a work programme concentrating on international issues such as
the structure of trade and guidelines for commercial forestry which would
complement the national focus of the TFAP. In the light of major Japanese
funding provided to ITTO, whose headquarters are in Yokoha, care eill need
to be taken to avoid duplication.

LOCAL ENVIRONMENTAL PROBLEMS IN DEVELOPING COUNTRIES

These include both problems of degradation (loss of quality in the natural
resource base) and pollution (introduction of undesirable substances into

the environment).
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DEGRADATION PROBLEMS include dryland degradation (desertification) soil
erosion, overgrazing, salinisation of soil.due to poor irrigation practices
and loss of soil fertility due to the removal of nutrients. All are being
tackled with varying levels of commitment and success by local governments

and donor agencies. More resources would undoubtedly help to combat

degradation providing countries adopted sensible resource management
policies. Donors and African countries are already working together to
improve the policy framework. Problems are generally site specific and
remedies depend on options for intensifying resource use elsewhere to reduce
pressure on sensitive areas or finding appropriate technical solutions.
There would be little to be gained from creating new mechanisms to deal with
the problems.

POLLUTION PROBLEMS include pollution of land air and water through for
example, industrial pollution, agro chemical contamination and over-rapid
urbanisation. Again donors and recipients have programmes in place, are
dncreasingly coordinating their efforts at the national level and could do
wmore with greater resources. International mechanisms such as the Basle
Convention on toxic wastes contain specific provisions for assisting

developing countries. The FAO Code of Conduct on the distribution and use

of pesticides and the UNEP Code on other toxic chemicals provide frameworks

for assistance. New institutions would not make programmes more effective.

INSTITUTIONAL CAPACITY: Developing countries lack the legal framework,
baseline data, monitoring ability and expertise to understand and address
environmental problems whether global or national. Where environmental
protection agencies exist they are underfunded and lack credibility or
power. They are still regarded as a costly irritant by ministries planning
development who fail to grasp the need for environmental sensitivity if long

term sustainability is to be assured. Donors can and do use existing aid

mechanisms to help increase public awareness in developing countries and to
4¢rain local staff. These efforts could be strengthened. Local

non-governmental organisations can provide an effective channel for
increasing environmental concern and the public participation necessary for
good decision making. However donors who operate largely through government
to government channels are often reluctant to be seen to be funding southern

environmental lobbies.
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NEW POLLUTION CONTROLS: PUBLIC ACCESS TO INFORMATION
PUBLICATION OF CONSULTATION PAPER

I enclose a draft consultation paper on public access to the
infcrmation which will be held by the pollution control authorities
under the new pollution control systems to be introduced by the
Environmental Protection Bill. An earlier draft has been circulated
around Whitehall at official level, and the enclosed version takes
account of the comments that were made. I am circulating it for
final clearance to the private offices of E(A) members and other
Ministers with an interest.

My Secretary of State intends to publish the consultation paper in
the week beginning 28 August, together with the enclosed press
notice. It is important to go out to consultdETEK’ESSHT—TE—brder to
allow a reasonable opportunity for comments before the introduction
of the Environmental Protection Bill. I would be grateful,
therefore, to hear by the morning of Monday 28 Auqust whether
colleagues are content with what is proposed.

Copies go to Private Secretaries to members of E(A), to the Foreign
and Home Secretaries, the Secretary of State for Defence and
Sir Robin Butler.

S
<::J£E;}*§5 (Ei¥33}vﬁ\

KATE BUSH
Private Secretary
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DRAFT PRESS NOTICE

PUBLIC TO HAVE NEW RIGHTS OF ACCESS TO INFORMATION ABOUT THE
ENVIRONMENT

Mr Chris Patten, Secretary of State for the Environment, today
announced that members of the public would have important rights of
access to information held by the authorities under new pollution
control systems.

The new rights of access are described in a consultation paper
issued today. It is proposed that the enforcing authorities will
maintain public registers setting out information about the
operation of the new controls.

Mr Patten said today:

"We are introducing two imp#otant new systems of pollution
control - a national, integrated system for the most polluting
industrial processes, and local authority controls over
emissions to the air from less polluting processes. It is
essential that the public should have confidence in these
controls. The best way to achieve this is to have public access
to the information held by the enforcing authorities.

"The authorities will maintain registers setting out all the
important information about the operation of the new controls.
Members of the public will have a right to inspect the
registers free of charge and to take copies.

"I am publishing a consultation paper setting out detailed
proposals about the information to be included on the
registers. Comments are requested by [two months from date of
publication].

"I hope that we will receive as many comments as possible. It
is very important that on issues like this there is a wide and
open public discussion."

NOTES FOR EDITORS

1. 1In 1986 and 1988 the Government issued consultation papers
proposing two new pollution control systems: a system of Integrated
Pollution Control operated by Her Majesty’s Inspectorate of
Pollution, controlling emissions to all three environmental media
(air, water and land) from the industrial processes which have the
greatest polluting potential; and a system of local authority
controls over emissions to the air from less polluting processes.
The Government has announced that these proposals will be
implemented at the earliest legislative opportunity, and certainly
during the lifetime of this Parliament.




2. The operators of processes which are scheduled for control will
apply for authorisations to the appropriate enforcing authority
(HMIP or the local authority). The authority will examine and, where
appropriate, authorise the process technology and methods of
operation. Conditions will be imposed to ensure that emissions of
harmful substances are prevented or minimised and that people and
the environment are protected.

3. The consultation paper published today sets out proposals for
public registers which will be maintained by the enforcing
authorities. Information on the registers will include copies of
applications for authorisations: copies of the authorisations that
are issued; and details of the record of operators in complying with
authorisations, including details of any enforcement action taken by
the authorities.

4. Comments are requested by [two months from date of publication],
and should be sent to:

Mr M Gardiner

Department of the Environment
Room A302

Romney House

LONDON

SW1P 3PY




INTEGRATED POLLUTION CONTROL AND LOCAL AUTHORITY AIR POLLUTION

CONTROLS: PUBLIC ACCESS TO INFORMATION

CONSULTATION PAPER

Purpose of consultation

1R This consultation paper sets out proposals for
establishing and maintaining registers to allow public access to
information held by Her Majesty's Inspectorate of Pollution in
connection with the new system of Integrated Pollution Control
and by local authorities in connection with the new system of air
pollution control. The paper seeks views on detailed proposals
regarding the scope and content of the registers and measures to

safeguard confidential and sensitive information.

Background: the new pollution control systems

s The Government has announced that it intends to introduce
two new pollution control systems in England and Wales: a system
of Integrated Pollution Control (IPC) for certain types of
industrial processes which have a significant potential for
pollution; and a system of control over emissions to air from
certain less polluting processes. Consultation papers on these
new systems were issued in December 1986 and December 1988 (local
authority controls) and July 1988 (IPC). Her Majesty's
Inspectorate of Pollution (HMIP) will be the enforcing authority
for processes subject to IPC control, while local authorities
will have responsibility in respect of the air pollution

controls.

3. The processes to be controlled under each system will be
prescribed by the Secretary of State. The appropriate enforcing
authority will examine and, where appropriate, authorise the
process technology and methods of operation to be adopted by the
operator of a scheduled process and the levels of discharges to
the environment. Authorisations will be subject to whatever
conditions are thought necessary to protect people and the

environment.




4. Legislation to implement these proposals will be

introduced at the earliest available opportunity.

Background: public access to environmental information

5 The Government has demonstrated its commitment to the
principle that the public should have a right of access to
information held by pollution control authorities. In 1984 it
accepted a recommendation by the Royal Commission

Environmental Pollution that "there should be a presumption in
favour of unrestricted access for the public to information which
the pollution control authorities obtain or receive by virtue of
their statutory powers, with provision for secrecy only in those
circumstances where a genuine case for it can be substantiated".
In 1986 the Department of the Environment published the report of
an Interdepartmental Working Party (Pollution Paper No.23) on the
measures necessary to implement the Royal Commission's

recommendations.

6. The Water Act 1989, replacing similar provisions in the

Control of Pollution Act 1974, provides for the maintenance of
registers containing information arising from the control of
water pollution, details of which are set down in the Control of
Pollution (Registers) Regulations 1989 (SI 1989/1160). The 1974
Act also provides for registers of waste disposal licences. The
Environment and Safety Information Act 1988 provides for the
maintenance of registers giving details of notices served under a
number of other Acts, including the Health and Safety at Work Etc
Act 1974 and the Food and Environment Protection Act 1985. And
SI 1989/318 requires registers to be maintained of all
applications for and decisions about air pollution registrations.
In each case these registers are available for public inspection
free of charge and copies may be obtained on payment of a
reasonable fee.

ke Members of the public also have access to HMIP annual
reports and to BPM notes - guidance notes on the operation of the

existing system of air pollution control. There are also some




75 local liaison committees which are attended by HMIP inspectors
for the purpose of explaining their work in controlling specific

plants.

8. The Commission of the European Communities has put
forward a draft directive which seeks to promote and extend
public rights of access to environmental information throughout
the Community. Discussions on the draft are, however, at a
relatively early stage, and it seems unlikely that they will be
concluded before the proposed pollution control legislation is
introduced in the UK. The Government considers that the best way
to give effect to the principles underpinning the draft
directive, in the context of the new pollution control systems,
is to build upon the system of registers outlined in paragraph 6

above.

9. The register approach has many advantages. It fulfils in
a transparent and administratively practical way the objective of
giving the public a right of access to the information supplied
to, and decisions taken by, the enforcing authorities. The
approach is transparent because members of the public can see

clearly and precisely what information is available, and because

the information is readily available in a well—presented form.

The public are not faced with the difficult task of having to
find out what information is available before they can exercise
their right of access. The register approach is administratively
practical because the burden placed on the enforcing authorities
is kept within finite bounds. The task of maintaining registers
and making them available to the public represents a known and
fixed burden on the authorities, in terms of workload and
financial resources. They are not required to respond to ad hoc
and possibly ill-defined requests for information which may not

be readily available.

Objectives

10. The Government aims to achieve a system of public access
to information obtained under the new pollution control systems

which:




is clear, so that both the public and the industries

concerned know what information is available:

does not discourage the voluntary supply of information by

industry to the enforcing authorities;

preserves the confidentiality of information which is
commercially sensitive or which could compromise national

security;

is administratively practical and as simple as possible to
operate;

involves the minimum additional costs and does not
represent a bureaucratic burden, either for industry or

for the enforcing authorities;

f. Dbuilds upon familiar existing procedures.

Information to be included on the register

11 HMIP (in respect of IPC) and local authorities (in respect
of air controls) will be placed under a duty to maintain
registers of information relating to the issue, monitoring and
enforcement of authorisations for industrial processes. Lt 18
proposed that in each case the registers should contain
prescribed details of the following information:

a copy of the application for an authorisation:

@ copy of the authorisation issued in respect of the
process, including a brief description of the process, the
conditions set by the enforcing authority and any
subsequent alterations; information that could be included
in an authorisation was set out in Annex 2 to the 1988 IPC
Consultation Paper;

a statement of the general condition which will be
included in every authorisation in respect of any aspect

of the process not made subject to a specific condition;




this will require the operator to use the best available
technology not entailing excessive cost to prevent or
minimise the release to the environment of prescribed
substances and to ensure that any substance released
directly or indirectly into the environment is rendered

harmless and inoffensive:;

details of any variation notices served by the enforcing
authority on the operator of the process (ie notices
requiring improvements or other modifications to the

existing conditions of the authorisation);

summary information resulting from monitoring by the
enforcing authority of the operator's compliance with the
conditions of the authorisation;

summary information about any failure by the operator to
comply with the conditions of the authorisation; this
information would include details of the frequency and the

extent of any failures to comply;

details of any enforcement or prohibition notices served
on the operator (ie notices requiring the operator to
remedy any breach of the authorisation or to close down
any aspect of the process);

information about any completed action taken in the courts
against the operator for breach of the conditions of the
authorisation or for failure to comply with a notice

served by the pollution control authority;

an indication, where appropriate, that certain information
has been omitted from the register (see paragraph 19
below).

Appeals

12. The legislation giving effect to the new pollution control
Systems will give the operators of processes rights of appeal to
the Secretary of State against failure to grant an authorisation,




the conditions of authorisations and the service of variation,
enforcement and prohibition notices. Where an operator exercises
a right of appeal, it is for consideration whether information
relating to the appeal should be withheld or deleted from the
register until the appeal is determined. A similar issue arises
where an operator has been taken to court: T te- SN for
consideration whether information relating to the case should be
withheld or deleted from the register until all the legal
processes, including any appeal that may have been made, have
been completed.

18 An alternative to withholding or deleting information

would be to include the relevant information on the register, but

to note on the register that an appeal has been made or that the
matter is subject to review by the courts. On balance the
Government favours the latter approach, in the interest of
greater openness.

The protection of sensitive information

14. The disclosure of certain information might compromise
national security or the commercial interests of an operator. It
is important to ensure that information in these categories is
kept secure. In the case of information, the disclosure of which
might compromise national security, the following procedure is
proposed. The Secretary of State would be empowered to issue
directions to the enforcing authority to omit specified
information or categories of information from the register. When
making an application for an authorisation, or upon receipt of a
variation, enforcement or prohibition notice, the operator of a
process would be able to apply to the Secretary of State for such
a direction. The Secretary of State would not make a direction
unless he was satisfied that the inclusion of information on the

register would be contrary to the public interest.

1615 A similar procedure could be applied in the case of
information, the disclosure of which might compromise the
commercial interests of an operator. There might, however, be a
large number of applications from operators to the Secretary of

State, asking him to exercise his powers of direction in respect




of commercially sensitive information. It might therefore be
more efficient administratively to empower the enforcing
authorities to omit specified information from the register on
the grounds that its inclusion might compromise the commercial
interests of an operator. Operators would then apply to the
enforcing authority, rather than to the Secretary of State, if
they felt that information should be omitted on those grounds. If
this alternative procedure were adopted, it would be necessary to
give operators a right of appeal to the Secretary of State
against decisions by the enforcing authorities.

=60 The Department would welcome views on the merits of these
alternative procedures, in respect of commercially sensitive

information, before reaching a conclusion.

A There may be circumstances in which it would be in the
national interest for information to be included on the register,
even though its inclusion might prejudice some private interest.
It 1is proposed, that in those special circumstances, the
Secretary of State should be empowered toridirect that
commercially sensitive information should be included in the

register.

18. Where an operator applied for information relating to an
application for an authorisation to be omitted from the register,
the enforcing authority would not decide the authorisation
application until a decision had been reached on the omission of

the information from the register.

19. Where information is omitted from the register, it is
proposed that this fact should be mentioned in the register,
other than in exceptional circumstances where even the mention of
this fact could, in the Secretary of State's opinion, compromise

national security. An indication that information has been

omitted from the register will give members of the public an

opportunity to make representations to the Secretary of State (or
the enforcing authority) about the omission of the information.
It is not proposed, however, that the public should have a formal
right of appeal against a decision to omit information from the

register.
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