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Air quality measures consistently cost lessthan predicted

In December 1970, the Clean Air Act became law. A triumph of bipartisanship, the statute has
delivered cleaner, healthier air to millions of Americans. It has also proved to be one of the most
cost-effective regulatory programsin American history. The U.S. Environmental Protection
Agency (EPA) valued the total hedth benefitsthrough 1990 at $22.2 trillion and the tota
compliance costs over the same yearsat $0.5 trillion, resulting in net monetary benefits of $21.7
trillion. The Clean Air Act continuesto déliver these benefits, supplemented by the consderable
health and environmenta gainsfrom the Clean Air Act Amendments of 1990.

Direpredictionsand cost-effectiveresults

Each time EPA has consdered new clean air sandards, it has been challenged with clamsthat
meeting the new standards would not be feasible, practica or affordable. Yet time after time, the
reverse has proved true. Benefits have overwhelmed the costs, which have been consstently lower
than predicted. (Seethefigure below and the table on the reverse sde).

Actual vs. Projected Costsof Air Pollution Regulation in theU.S.

Clean Air Act Acid rain Low Emissions Reformulated
amendments S02 reductions Vehicles gasoline
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Predicted: $104 billion/yr Predicted: $4 billion/yr Predicted: $1,500 more Predicted: 17 cents/gallon
Actual: $22 billion/yr  Actual: $1.8 billion/yr  Actual: $100 more  Actual: 5.4 cents/gallon

The cog of cleaning Americasair has been consstently lower than projected. T hisfigure shows
the actual cost of air pollution regulation as a percentage of initia predicted cogs.

Cap-and-tradeisthe best approach to reducing emissions

One of the mogt innovative aspects of the Clean Air Act isits cap-and-trade approach to
reducing emissons of sulfur dioxide, a precursor to acid rain. I nitia analyses of the program
warned of high cogts, but these fears were not realized. In fact, the program demonstratesthat
properly designed market-based approaches can reduce emissions ahead of schedule and at far
lower cost than conventional command-and-control regulation. T he cap-and-trade approach
provides incentives to reduce emissons, leadsto low-cost environmenta results and turns
pollution reductionsinto marketable assets. Since itsinception, the program has achieved 100%
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compliancein Phase |, reduced emissons at least 35% below 1990 levels and cost far lessthan
projected.
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