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Figure ES-3). By 2020, these requirements 
for the different energy sources (fuel, 
electricity, feedstock) with the allocation 
would be diminished by from 70 to over 
80 percent across the industries compared 
to the no allocation case. Nevertheless, for 
iron and steel at least, some requirements 
would still be signifi cant though achievable. 
For example, by 2020, the required fuel 
and feedstock effi ciency gains would be 9 
percent and 12 percent in the 90 percent 
allocation scenario, compared to 34 percent 
and 42 percent, respectively, without an 
allocation. The implication of these fi ndings 
is that providing free allocations, at least 
for the near-to-mid term, would greatly 
lessen the cost pressures on these industries 
that might otherwise lead to production 
cutbacks domestically. 

allowances that are distributed would 
decrease 2 percent annually. The results 
showed that, for each of the industries, 
the declines in operating surplus would be 
reduced by nearly three-quarters under the 
allocation scenario compared to the non-
allocation case by 2020, and by roughly 50 
percent by 2030. As Table ES-D shows, every 
industry would benefi t from the same large 
gains if the allocation allowance measure 
were enacted. (Note: This scenario assumes 
no new investments in energy effi ciency 
improvements). 

Allocating allowances to fi rms also 
substantially decreases the effi ciency 
improvements needed to offset increased 
energy costs, allowing more time to develop 
and deploy advanced technologies (see 
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their productivity and competitiveness in 
global markets.

The fi ndings presented in this report 
show that climate policies that price CO2 
could have signifi cant impacts on the 
competitiveness of U.S. energy-intensive 
manufacturing sectors over the next two 
decades if climate regulations are applied 
only in the United States, and no action is 
taken to invest in advanced low- and no-
carbon technologies or otherwise mitigate 
the cost impacts on these industries. The 
extent of these impacts would vary across 
industries, depending on their energy-
intensities, the mix of energy sources they 
rely on (electricity, natural gas, coal), and 
how energy is used in production activities 
(heat and power, feedstock). An industry’s 

Conclusions

Manufacturing remains a vital part of the 
American economy. Many business, labor, 
and political leaders are rightly concerned 
that climate policies may contribute 
to the erosion of U.S. manufacturing 
competitiveness. This challenge is especially 
acute for energy-intensive basic materials 
manufacturing industries, which form the 
cornerstone of the nation’s manufacturing 
base. There is particular concern about 
climate policy impacts on this sector, which 
is especially vulnerable to both rising energy 
costs and global competition. A primary goal 
of climate policy, therefore, should be to 
help energy-intensive industries reduce their 
dependence on fossil-fuels while improving 
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an allocation of a 90 percent allowance, 
reduced by 2 percent yearly, a substantial 
decrease in effi ciency improvements would 
be needed to offset increased energy costs, 
allowing more time to develop and deploy 
advanced technologies. Furthermore, with 
such an allocation, declines in operating 
surplus for the Mid-CO2 Price Policy, would 
be reduced by nearly three-quarters by 2020, 
and by roughly 50 percent by 2030. 

In short, our fi ndings strongly suggest that 
over the long-run, technologies are available 
to enable energy-intensive industries to 
achieve suffi cient effi ciency gains to offset 
and manage the additional energy costs 
arising from a climate policy. However, 
we also strongly believe that the industries 
analyzed will need additional measures 
that both mitigate these cost impacts in 
the short-to-medium term, and policies 
that encourage and facilitate the transition 
of energy-reliant companies (and their 
employees) to a low-carbon future, while 
enhancing their competitiveness in global 
markets.

sensitivity to foreign imports and its 
ability to pass through cost increases to 
its customers in the face of international 
market competition are also major factors. 

Our results also show that the energy 
effi ciency gains required to offset the 
energy cost impacts from climate policies 
for energy fuels used for heat an power 
would range from 14 percent to 34 percent, 
by 2020. Iron and steel and paper and 
paperboard, in particular, would require the 
largest energy fuel effi ciency gains. We also 
estimated that the former would require 
as much as a 42 percent gain in feedstock 
consumption. While relatively low-cost 
incremental improvements in energy use 
are possible over the near-to-mid term, 
much larger gains, requiring substantial 
investments in advanced low- or no-carbon 
production processes, would be necessary 
over time. 

Our fi ndings further suggest that policy 
measures that mitigate the short- to 
mid-term cost impacts of climate policy 
would buy time for—and, if coupled with 
appropriate policies, encourage—energy-
intensive manufacturers to make the 
transition to low-carbon production 
processes. In particular, we found that with 
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The savings below are achieved when PC recycled fi ber is used in place of virgin fi ber. Your project 

uses 955 lbs of paper which has a postconsumer recycled percentage of 25%.

 
2 trees preserved for the future  6 lbs waterborne waste not created 

852 gallons wastewater fl ow saved  94 lbs solid waste not generated 

186 lbs net greenhouse gases prevented  1,420,563 BTUs energy not consumed

In keeping with our environmental initiatives, we engaged a printer that is carbon neutral, FSC 
certifi ed, and an EPA Climate Leader Partner. This project was printed on FSC certifi ed paper 
using vegetable-based inks.
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