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GEOPOLITICAL IMPLICATIONS OF RISING OIL
DEPENDENCE AND GLOBAL WARMING

WEDNESDAY, APRIL 18, 2007

HOUSE OF REPRESENTATIVES,
SELECT COMMITTEE ON ENERGY INDEPENDENCE
AND GLOBAL WARMING,
Washington, DC.

The committee met, pursuant to call, at 9:35 a.m. In Room 1100,
Longworth House Office Building, Hon. Edward J. Markey [chair-
man of the committee] Presiding.

Present: Representatives Markey, Blumenaur, Inslee, Larson,
Herseth Sandlin, Cleaver, Hall, McNerny, Sensenbrenner, Shad-
egg, Walden, Sullivan, Blackburn, and Miller.

Staff present: Ana Unruh-Cohen and Michal Freedhoff.

The CHAIRMAN. The committee will come to order. We thank you
all for being with us for this, the inaugural hearing of the Select
Committee on Energy Independence and Global Warming. Today’s
witnesses have been invited because they have spent their lives
thinking about what must be done to defend our planet and how
the twin imperatives of defending our environment and defending
our freedom have begun to merge into a single issue.

This committee has been given an awesome charge, to press the
institutions of democracy, to change business as usual in an over-
due effort to respond to the twin challenges of our dependence on
imported oil and the looming catastrophe of global warming. These
problems are intertwined, and this hearing today is intended to
highlight the fact that just as the oil security problem has a major
global warming dimension, climate change has a major global secu-
rity dimension. If we are to address either problem effectively, we
must make sure we don’t make one problem better by making the
other one worse.

It seems clear that our geopolitical and national security posture
will only grow worse if we do not act forcefully to curb our dan-
gerous dependence on imported oil and reduce our emissions of
global warming pollution. It is a double threat like Orthus, the
monstrous two-headed hound of Greek mythology, with one head
facing backwards and the other forwards.

Our ever-rising oil dependence is directly attributable to a back-
wards-facing energy policy. While looking forward, we can see the
threat of rising temperatures and the subsequent increasing risk of
natural and humanitarian disasters. We have become all too famil-
iar with the volatility in gasoline prices that occurs as a result of
domestic or foreign events, be it the capture of British sailors by
Iran or the devastation brought by Hurricane Katrina. Gas prices
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have jumped up early this year, well before the summer driving
season, and are now over $3 a gallon for regular at many stations,
reflecting once again the insecurity and, indeed, sheer folly of teth-
ering our economic well-being to unstable foreign sources of oil,
governed by regimes which are in some cases supporters of or par-
ticipants in the war on terror.

Forty-five percent of the world’s oil is located in Iraq, Iran and
Saudi Arabia. Events in those countries have a dramatic impact on
oil prices and our national security. In the late 1970s the oil em-
bargo, Iranian revolution, and Iran-Iraq war sent the price of oil
skyrocketing. And today with Osama bin Laden urging his fol-
lowers to attack Saudi Arabian oil, with Iraq descending further
into chaos and with Iran marching further down the path towards
developing nuclear weapons, we are seeing the very same sort of
{))alin at the pump because of the very same sort of global insta-

ility.

In an article in the New York Times magazine this past week-
end, Thomas Friedman stated that soaring oil prices are poisoning
the international system by strengthening antidemocratic regimes
around the globe. It is no coincidence that we have 130,000 young
men and women in Iraq right now, with at least another 25,000 on
the way. It is no coincidence that we are spending more than $100
billion a year to keep those troops there, in addition to the nearly
$300 billion we spend each year importing all the oil we use in the
first place. Much of these funds end up in the pockets of Arab
princes and potentates who then funnel the money to al Qaeda,
Hezbollah, Hamas and other terrorist groups.

Our energy policy has compromised our economic freedom, and
the American people want action because they know that the price
has become much too high. We know that we cannot simply drill
our way to energy independence.

The United States is home to less than 3 percent of the world’s
oil reserves, but it is itself the world’s largest consumer and im-
porter of oil. Last year oil imports reached 60 percent, an average
of 12.5 million barrels per day, amounting to an annual cost of
$291 billion to the American people.

While moving to renewable fuels that has grown in the soil of the
Midwest rather than removed from the sands of the Middle East
can help, the single biggest step we can take to curb today’s oil de-
pendence and remove OPEC’s leverage is to raise the fuel economy
standards of our automotive fleet.

I have introduced a bill, H.R. 1506, which would require the com-
bined car and light truck fleet to achieve 35 miles per gallon by
2018, which amounts to an average of 4 percent per year improve-
ment, an increase that is mandatory over this first 10 years by en-
suring that fuel economy standards keep pace with technological
development. By 2022, it would be an increase to 40 miles per gal-
lon.

From the most recent scientific evidence, it is clear that we must
act now as well on the threat of carbon emissions from cars and
other sources which pose threats to the environment.

At the beginning of February, the world’s top scientists, as part
of the United Nations Intergovernmental Panel on Climate
Change, provided a scientific smoking gun that human activities
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were unequivocally responsible for global warming. Two weeks ago,
their second report told us what happens when the climatic bullet
hits; the developed world will bear the brunt—the developing
world, rather, will bear the brunt of the collateral damage from our
historic global warming emissions, but the United States will expe-
rience its own self-inflicted wounds, including threats to our na-
tional security and military readiness.

Today we will hear the first congressional testimony on this crit-
ical issue. Generals and admirals who have spent a lifetime on bat-
tlefields are telling us that global warming is a major strategic
weakness. So today I am introducing the Global Climate Change
Security Oversight Act which authorizes a national intelligence es-
timate to assess the security implications of global warming to the
United States and its military. The bill, the House companion to
the legislation already introduced by Senator Durbin and Senator
Hagel, will provide a crucial planning and risk assessment tool as
the Congress seeks innovative solutions to global warming. Devel-
oped to assess the most serious threats to the United States, NIEs
are the most authoritative intelligence judgments concerning na-
tional security issues. This legislation will also fund research by
the Defense Department into the consequences for U.S. military op-
erations posed by global warming.

But U.S. military leaders are not the only ones concerned about
the security implications of global warming. Yesterday the United
Nations Security Council held a historic debate on energy climate
and security. Representatives of 55 countries discussed global
warming’s implications for peace and security around the world.
Hercules eventually vanquished the two-headed Orthus. And as we
will hear today, we have the tools, the technology, and the know-
how to accomplish our own Herculean task of overcoming both oil
dependence and global warming pollution.

Let me now turn and recognize the Ranking Member of the com-
mittee, the gentleman from Wisconsin, Mr. Sensenbrenner.

[The statement of Mr. Markey follows:]

[The information follows:]
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Opening Statement for Edward J. Markey (D-MA)
“Geopolitical Implications of Rising Oil Dependence and Global Warming”
Select Committee on Energy Independence and Global Warming
April 18, 2007

This hearing is called to order.

Thank you all for being with us for this, the inaugural hearing of the Select Committee on
Energy Independence and Global Warming. Today’s witnesses have been invited because
they have spent their lives thinking about what must be done to defend our planet, and
how the twin imperatives of defending our environment and defending our freedom have
begun to merge into single issue. This committee has been given an awesome charge -- to
press the institutions of Democracy to change business as usual in an overdue effort to
respond to the twin challenges of our dependence on imported oil and the looming
catastrophe of global warming. These problems are intertwined, and hearing today is
intended to highlight the fact that just as the oil security problem has a major global
warming dimension, climate change has a major global security dimension. If we are to
address either problem effectively, we must make sure we don’t make one problem better
by making the other worse.

It seems clear that our geopolitical and national security posture will only grow worse if
we do not act forcefully to curb our dangerous dependence on imported oil and reduce
our emissions of global warming pollution. It is a double-threat, like Orthus, the
monstrous two headed hound of Greek mythology, with one head facing backwards and
the other forwards. Our ever-rising oil dependence is directly attributable to a
backwards-facing energy policy, while looking forward we can see the threat of rising
temperatures and the subsequent increasing risk of natural and humanitarian disasters.
We have become all too familiar with the volatility in gasoline prices that occurs as a
result of domestic or foreign events — be it the capture of British sailors by Iran, or the
devastation brought by Hurricane Katrina. Gas prices have jumped up early this year,
well before the summer driving season, and are now over $3.00 a gallon for regular at
many stations, reflecting once again the insecurity and, indeed, sheer folly of tethering
our economic well-being to unstable foreign sources of oil governed by regimes which
are, in some cases, supporters of or participants in the War on Terror.

45 percent of the world’s oil is located in Iraq, Iran and Saudi Arabia. Events in those
countries have a dramatic impact on oil prices and on our national security. In the late
1970s, the Oil Embargo, Iranian Revolution and Iran/Iraq war sent the price of oil
skyrocketing. And today, with Osama Bin Laden urging his followers to attack Saudi
Arabian oil, with Iraq descending further into chaos, and with Iran marching further
down the path towards developing nuclear weapons, we are seeing the very same sort of
pain at the pump - because of the very same sort of global instability. In an article in the
New York Times Magazine this past weekend, Thomas Friedman stated that “Soaring oil
prices are poisoning the international system by strengthening antidemocratic regimes
around the globe.”
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It is no coincidence that we have 130,000 young men and women in Iraq right now, with
at least another 25,000 on the way. It is no coincidence that we are spending more than
$100 billion dollars a year to keep those troops there, in addition to the nearly $300
billion dollars we spend each year importing all the oil we use in the first place. Much of
these funds end up in the pockets of Arab princes and potentates - who then funnel the
money to Al Qaeda, Hezbollah, Hamas and other terrorist groups.

Qur energy policy has compromised our economic freedom, and the American people
want action because they know that the price has become much too high.

We know we cannot simply drill our way to energy independence. The United States is
home to less than 3% of the world’s oil reserves — but is itself the world’s largest
consumer and importer of oil. Last year, oil imports reached 60% - an average of 12.5
million barrels per day amounting to an annual cost of 291 billion dollars.

While moving to renewable fuels that are grown in the soil of the Midwest rather than
removed from the sands of the Middle East can help, the single biggest step we can take
TODAY to curb our oil dependence and remove OPEC’s leverage is to raise the fuel
economy standards of our automotive fleet.

Thave introduced a bill, H.R. 1506, which would require the combined car and light truck
fleet to achieve 35 miles per gallon by 2018, which amounts to an average 4% a year
improvement — an increase that is MANDATORY over this first 10 years. By ensuring
that fuel economy standards keep pace with technological or other developments, we will
move to a more and more efficient fleet over time instead of replicating the fuel economy
stagnation of the past 2 decades.

By 2022, this bill would bill backs out the equivalent of every drop of oil that we
currently import from the Persian Gulf, and by 2030, as the fleet becomes more fuel
efficient, it backs out almost 40% of our projected highway oil needs. It also reduces
global warming pollution from the transportation sector a similar amount. I look forward
to hearing from the witnesses this morning about the role they believe stronger fuel
economy standards should play in addressing our oil dependency and reducing global
warming pollution.

From the most recent scientific evidence, it is clear we must act now to address the threat
that carbon emissions from cars and other sources poses to the environment.

At the beginning of February, the world’s top scientists, as part of the United Nations’
Intergovernmental Panel on Climate Change (IPCC), provided a scientific smoking gun
that human activities were unequivocally responsible for global warming. Two weeks
ago, their second report told us what happens when the climatic bullet hits. The
developing world will bear the brunt of the collateral damage from our historic global
warming emissions, but the United States will experience its own self-inflicted wounds,
including threats to our national security and military readiness.
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Today we will hear the first Congressional testimony on this critical issue.

Generals and Admirals who have spent a lifetime on battlefields are telling us that global
warming is a major strategic weakness. So today I am introducing the “Global Climate
Change Security Oversight Act” which authorizes a National Intelligence Estimate (NIE)
to assess the security implications of global warming to the United States and its
military. My bill, the House companion to legislation already introduced by Senator
Durbin and Senator Hagel, will provide a crucial planning and risk-assessment tool as the
Congress seeks innovative solutions to global warming. Developed to assess the most
serious threats to the United States, NIEs are the most authoritative intelligence
judgments concerning national security issues. This legislation will also fund research by
the Defense Department into the consequences for U.S. military operations posed by
global warming.

But U.S. military leaders are not the only ones concerned about the security implications
of global warming, yesterday the UN Security Council held a historic debate on energy,
climate and security. Representatives of 55 countries discussed global warming’s
implications for peace and security around the world.

Hercules eventually vanquished the two-headed Orthus, and as we will hear today, we
have the tools, the technology and know-how to accomplish our own Herculean task of
overcoming both oil dependence and global warming pollution.

And now I would like to recognize the Ranking Member of the Committee, the
gentleman from Wisconsin, Mr. Sensenbrenner.
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Mr. SENSENBRENNER. Thank you very much, Mr. Chairman. And
I want to welcome everyone to this first-ever oversight hearing of
the House Select Committee on Energy Independence and Global
Warming. Contrary to some press reports, this is not a new issue.
As the former Chairman of the House Science Committee, I held
numerous hearings on this topic. During that time, I heard my fair
share of extreme predictions, dire forecasts, and gloomy outlooks.
This committee has no legislative jurisdiction. And if we are to find
a workable solution to climate change problems, I believe we need
to be realistic and talk about commonsense ideas and commonsense
solutions. Unfortunately, this debate has not been characterized by
common sense. It has been characterized by extremism. While this
extremism hasn’t done anything to produce effective solution, it has
created a lot of hot air, which isn’t good for Congress’ carbon foot-
print.

But extremism has produced a lot of fear. Take this story from
Monday’s Washington Post as an example. The headline reads,
quote, “Climate Change Scenarios Scare and Motivate Kids,” un-
quote. In this story one 9-year-old student foresees an Earth 20
years from now that will have no oxygen. There is no credible sci-
entific evidence to support such a cataclysmic fear, but with all the
scary news that we all have read on this issue, how can you blame
children for being afraid?

I know that this is an area where the science seems to be the
most skewed, and politicians and pundits aren’t doing very much
to clarify it. While science has taught us many things about climate
change and greenhouse gas, one area there is no scientific con-
sensus, contrary to popular belief, is the effects of climate change.
Perhaps nowhere is this divergence more evident than in some of
the claims made by former Vice President Al Gore. In his movie he
predicts a 20-foot rise in sea levels. But what does the U.N. Inter-
governmental Panel on Climate Change predict? A 23-inch rise in
sea levels. And data was submitted yesterday to a Science Com-
mittee hearing that I attended that showed that there has been
less than a 3-inch rise in sea levels in the 42-year span between
1961 and 2003. There is a world of difference between 20 feet, 23
inches, and less than 3 inches, and no wonder why the poor child
who was interviewed by The Washington Post is scared. In fact,
many scientists have questioned Mr. Gore’s doomsday scenarios.

A recent article in The New York Times chronicled several sci-
entists’ call to cool the hype. One scientist said Mr. Gore was,
quote, “overselling our certainty about knowing the future.” One
thing that is certain is that some of the solutions proposed by ex-
tremists would have devastating effects on our economy. Europe
has adopted these so-called solutions. The results: soaring elec-
tricity rates, factories slowing down because they are too expensive
to power, and jobs moving to countries like China that aren’t sub-
ject to regulations.

Will Europe’s environment benefit from the slowdown of its econ-
omy? I doubt it. The Republican members of this committee care
about both the environment and the economy. And Republicans on
this committee know that we can protect both in addressing this
problem.
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I will have many questions about why global warming has sud-
denly become an issue of national defense. I do agree that as a
country we need to reduce our dependence on foreign oil. We espe-
cially need to reduce our energy dependence on countries that do
not share our democratic values. New technology, along with wind
and solar power, can help us reduce that dependence. So can nu-
clear power. If done right, we can implement these new power
sources and reduce our carbon output and dependence on foreign
oil without devastating our economy, throwing people out of work,
and outsourcing jobs to Third World countries.

These are the types of solutions that my Republican colleagues
and I will be seeking, and I thank the gentleman for the time.

The CHAIRMAN. The gentleman’s time has expired.

Now under the rules, each of the members can make a 3-minute
opening statement. I will reserve their time and add it to their 5
minutes to question the witnesses, thereby having 8 minutes to
question the witnesses. It is within the discretion of each member.

The Chair recognizes the gentleman from Oregon, Mr.
Blumenauer.

Mr. BLUMENAUER. Thank you, Mr. Chairman. I appreciate both
the provocative statements that we have heard. My preference
would be to get to our witnesses as soon as possible. So I will defer.

The CHAIRMAN. The gentleman reserves his time. The gentleman
from Washington State, Mr. Inslee.

Mr. INSLEE. Yeah, I would like to say a couple things. First of
all, it may seem unusual to say that we are lucky here this morn-
ing. But I think we are lucky for two reasons. The first reason, I
think it will become very apparent to us that we are going to have
a way to solve both—two horses of the Apocalypse by taking the
same actions, and we are going to be able to unite Americans
around a solution to these two problems of energy security and
global warming. And I think it is important to say that because
while this has kicked up a lot of storm and controversy, ultimately
this country is going to be united for a solution to these two prob-
lems. I consider us lucky in that regard.

And secondly, most importantly, the reason why I consider us
lucky, I believe it is America’s destiny to lead the world into the
technological solutions to these twin problems. And I just want to
share an observation about why I think global warming has been
controversial. It has been surprising to me that people who use a
microwave oven that depends on quantum mechanics, and a cell
phone that depends on quantum mechanics, have refused to recog-
nize the scientific consensus on global warming. And I think their
reason is fear.

My friend, Mr. Sensenbrenner, related fear of some grade-school
children. I think there is a lot of fear in Congress. I think there
is a lot of fear that we aren’t smart enough to develop the tech-
nologies to deal with this problem. And the anecdote to fear is con-
fidence.

And I just want to note a meeting we had last Friday in Seattle,
Washington, where we brought together some companies that are
dealing with the technologies, the American technologies to solve
this problem. The Ramgen Company has developed a way to com-
press CO; that could help us have clean coal. The Verdiem Com-
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pany that has figured out a way to save 30 percent of your elec-
tricity in your computer system. The Imperial Energy Company
that is going to build the largest biodiesel plant in the Western
Hemisphere. The Finavera Company has figured out a way to get
energy from wavepower. The Prometheus Energy Company has fig-
ured out a way not to vent methane but to develop electricity. The
MagnaDrive Company that has developed electrical generating mo-
tors that can save 30 to 40 percent of the energy costs associated
with them.

I suggest that this problem and these two problems are the larg-
est economic opportunity America has ever had. And America does
well when there is economic and technological transition, and we
are going to do well here. And I just hope that when we adopt the
new Apollo Energy Act, which I will be introducing shortly, that we
will get Members to support the idea of confidence and optimism.
That is what we are going to take out of these meetings. Thank
you.

The CHAIRMAN. The gentleman’s time has expired.

The gentleman from Arizona, Mr. Shadegg.

Mr. SHADEGG. Thank you, Mr. Chairman, for holding this hear-
ing. In recognition that today’s hearing is the first of this select
committee, I want to say that I welcome this debate on climate
change and hope that this committee, along with other committees
in the House, will investigate the matter, weighing the science as
well as the costs and benefits of various policy options.

I agree that the United States should consider the risk of climate
change as a potential national security concern. However, I also be-
lieve that extreme poverty in developing nations is also a potential
national security concern, and limiting human freedom around the
world is a potential national security concern, and policies that
damage the world’s economy are potential national security con-
cerns. Indeed there are countless potential national security con-
cerns, many of them related to our need for energy. Worst-case sce-
narios should be considered and assessed, but that does not mean
they should be the cornerstones of U.S. policy. There are many
tools at our disposal, including adaptation that can be effective in
addressing the potential impacts of a warming climate.

President Klaus of the Czech Republic, in writing to the Energy
and Commerce Committee several weeks ago, expressed his view
that while discussing climate, we are not witnessing so much a
clash of views about the environment but a clash of views about
human freedom. Regarding developing nations he wrote: They will
not be able to cope with the limits and standards imposed on the
world by irrational environmental policies. Their products will have
difficult access to the developed markets. And as a result, the gap
between the developing nations and the developed world will
widen.

President Klaus’ language should give us a sense of how difficult
it will be to get these nations to join us in a quest to reduce carbon,
and of the importance of pursuing energy alternatives that will not
limit or damage the economies of developing nations or the world’s
economy. These developing nations are faced with a moral ques-
tion. Do they restrain the growth of their energy supply demand
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in their economies considering that hundreds of millions of their
citizens live in dire poverty?

We have heard testimony in the Energy and Commerce Com-
mittee that over 300 million Indians live on less than $1 per day;
700 million live on less than $2 per day. Facing this economic re-
ality, can we expect policymakers in India or China or other devel-
oped nations to limit their nation’s economic growth? Or must we
help these nations grow their economies and raise standards of liv-
ing through alternative energy sources and efficiency gains so that
environmental and adaptation concerns are manageable problems
rather than global crises?

History has shown that countries that can afford to care about
the environment do. Put another way, as former Indian Prime Min-
ister Indira Gandhi once said, the ultimate polluter is poverty.

These are difficult questions, Mr. Chairman, and I thank you for
holding this hearing that will hopefully help us begin to resolve
them. I yield back.

T}clie CHAIRMAN. Okay. Thank you. The gentleman’s time has ex-
pired.

The Chair recognizes the gentleman from Connecticut, Mr.
Larson.

Mr. LARSON. Thank you, Mr. Chairman. And let me commend
you and also the leadership of Speaker Pelosi for having the vision
to understand the need to get both sides of the aisle to come to-
gether and coalesce around the vitality of ideas that can deal with
this very important issue.

I am looking forward to the testimony of our panelists, and I
truly believe that we are in a race between catastrophe and co-
operation. And I think to the extent that this committee can come
together and have a robust exchange of ideas and not end up being
central casting for Inherit the Wind, part 2, I think we will be able
to move forward in a manner in which the Nation will be well
served.

And I yield back.

The CHAIRMAN. The gentleman’s time has expired.

The gentleman from Oregon, Mr. Walden.

Mr. WALDEN. Thank you very much, Mr. Chairman. I appreciate
the opportunity to hear from our witnesses today. And I spent most
of the April break touring around my district, meeting with people
who are developing alternative energy, a lot of which was prompted
by passage and enactment of the 2005 Energy Policy Act for Amer-
ica which is spurring development of wind energy. I toured a 100-
megawatt wind energy facility out of North Power, Oregon, out of
Union that is set to go online. I toured a 40-million-gallon-a-year
ethanol plant that should open this July at the Port of Morrow in
Boardman, Oregon. I met with the pollen grain growers and talked
about their ability to produce biodiesel fuels.

And I am a big advocate of renewable energy, but I grow some-
what perplexed at those who say we have become so reliant on for-
eign oil—and I, frankly, agree with them, and that is a bad thing
for our Nation’s security and economy at times. But then also they
are doing everything they can to stop us from developing our own
resources available here in the United States, whether that is oil
or natural gas.
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I spent a lot of time in this Congress over the last few years
chairing the Subcommittee on Forests and Forest Health. I worked
closely with my colleague from South Dakota, Representative
Herseth, on legislation to try to clean up her forests. One forest in
Oregon that burned in 2003, the B&B fire, in a matter of a couple
weeks put twice as much carbon into the atmosphere in Oregon
and other greenhouse gases as the entire State of Oregon emits in
a year combined. In a year.

And yet there are those who are advocating for us to do every-
thing we can to address this issue of global warming and climate
change, and I think there are a lot of things we can do, and I am
actually excited about some of the opportunities. But there are also
}:‘he very people who don’t want us to do anything to manage our
orests.

And yet overseas, we read in The Washington Post, the illegal
logging that is going on is eliminating the forests in China and In-
donesia and other Asian countries, so we can import that wood
here at a time when we have forests that are overstocked, over-
grown, subject to catastrophic fire and emitting enormous amounts
of loads of carbon and other greenhouse gases into the atmosphere,
and we refuse to do anything about it.

So I think there are opportunities here to improve management
of our Federal forestlands, to encourage and incent development of
renewable and low-polluting new sources of energy, to encourage
conservation efforts and more efficiencies.

And I look forward to our hearings and the testimony from our
witnesses. And thank you, Mr. Chairman.

The CHAIRMAN. The gentleman’s time has expired.

The gentlelady from South Dakota, Ms. Herseth.

Ms. HERSETH. Thank you, Mr. Chairman. I will reserve my time
so that we can get to the testimony. And as a matter of personal
privilege, a couple colleagues and I will have to go to a short mark-
up in the Veterans’ Affairs Committee, but we will return promptly
to hear the testimony of our distinguished panelists today. Thank
you.

The CHAIRMAN. The gentlelady’s time is reserved. The gentleman
from Missouri, Mr. Cleaver.

Mr. CLEAVER. I reserve my time also, Mr. Chairman. Thank you.

[The statement of Mr. Cleaver follows:]
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U.S. Representative Emanuel Cleaver, II
5" District, Missouri
Opening Statement
House Select Committee on Energy Independence and Global Warming Hearing
“Geopolitical Implications of Rising Oil Dependence and Global Warming”
Wednesday, April 18, 2007

Chairman Markey, Ranking Member Sensenbrenner, other Members of the Select
Committee, good morning.

To our distinguished panel of experts, I would like to join my colleagues in welcoming you to the
Select Committee on Energy Independence and Global Warming. I look forward to listening to your
testimony today and hearing any insights you can share on the effects of oil dependence and global
warming on national security.

Thank you Mr. Chairman, for the privilege of being a part of the Select Committee and for the
opportunity to address an issue of great importance to me, my constituents of Missouri’s Fifth
District, and to individuals across this country. For decades, our country has become increasingly
reliant on foreign energy sources. Not only is this an issue of national security, but this is an issue of
environmental security. The last five years have been the hottest on record, and the effects of global
warming are impacting communities and wildlife like never before witnessed. We have put our
planet in real danger, and it is long past time for our nation to act in response to this crisis.

As a former Mayor of the largest city in Missouri, Kansas City, I know how the local policies
of a growing metropolitan area can serve as a model for the rest of the country when attempting to
reverse the effects of global warming. In 1978, the Kansas City area was designated non-attainment
with respect to the one-hour ozone standard. However, by 1991 the area had improved its level of
emissions, and it demonstrated that it had attained the standard necessary for attainment. I am proud
to say that I was Mayor of Kansas City during this progressive step, despite record population growth
in the metropolitan area. Regardless of Kansas City’s improvements, there remains far to go,
especially on a national scale. Our country must roll up its sleeves and get to work on the issue of
global warming. The catalyst for this change will be action by Congress, and the Select Committee
enables us Members to bring this pressing issue to the forefront. Like many of colleagues,
constituents of my district approach me often urging a feasible and effective solution to the climate
crisis.

Global warming is just that — global. A change in the earth’s climate affects all parts of the
globe, and the areas that are most heavily influenced are often those that are least responsible for
climate change. Because of increased temperatures, poor and unstable parts of the world will be more
prone to conflict because of diminishing resources like drinking water, and thus there a greater need
for international intervention will exist. It is my expectation that this Committee will serve its
intended purpose as a fact-finding panel, and uncover the real effects of global warming. Many of
these truths are known, as the International Panel on Climate Change has reported this year.

Protecting our global environment has been a passionate concern of mine for years. I firmly
believe that a nation’s government should lead by example, and Congress should act by its own
suggestion. In this sentiment, I am looking forward to hearing our witnesses this morning, and any
insights they might have for Congress for reasonable and effective policy will be appreciated.

Thank you.
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The CHAIRMAN. The gentleman from New York, Mr. Hall.

Mr. HALL. Thank you, Mr. Chairman, Mr. Ranking Member and
distinguished panel. I am proud to be named to this committee. I
am eager for the committee to get to work. The subject matter for
our first hearing could not be more appropriate.

Our dependence on foreign oil and our changing environment
constitute nothing less than significant threats to our national se-
curity that must be met with swift aggressive action. Reliance on
imported fossil fuels already sends hundreds of billions of dollars
overseas each year, damages our economy with energy prices that
burden family budgets and creates public health risks by spewing
pollution into the environment. Left unchecked, our growing de-
pendence on foreign sources of energy will leave our Nation in-
creasingly vulnerable to the whims of OPEC and the upheaval in
the world’s most unstable regions.

At the same time, the widespread impacts of climate change will
enhance the threat of severe weather disasters and create global
instability.

Meeting our national security threats posed by the dependence
on foreign oil and climate change will require a concerted national
effort. For too long, too little has been done by our national leader-
ship to mobilize the American people to meet this challenge. Find-
ing the solutions necessary will require commitment and difficult
choices, but I believe that just as the Nation pulled together to sup-
port the war effort through World War II, just as we rose to meet
the challenge that President Kennedy gave us of going to the Moon
in 10 years—which we actually accomplished in 9—we can unite
now to do what is necessary to combat climate change and energy
insecurity. And, at the same time, those same actions will help to
reduce asthma and emphysema, especially among our children in
our inner cities, and to reduce acid rain and to reduce oil spills and
to reduce mercury contamination and to reduce our—to balance the
trade deficit and to reduce our difficulties in securing oil in parts
of the world where they are unstable or unfriendly regimes.

And maybe most importantly, if and when we win this particular
battle, we meet this particular challenge, I believe it will give us
as a Nation a psychological boost, not just an economic boost, be-
cause I believe a lot of these jobs will be created in the new indus-
tries we are talking about here, and that is certainly my hope, but
it will give us an emotional boost that this country sorely needs.

So I am excited to be here and look forward to your testimony.
And thank you, Mr. Chairman. I yield back.

The CHAIRMAN. The gentleman’s time has expired.

The gentlelady from Michigan, Mrs. Miller.

Mrs. MILLER. Thank you very much, Mr. Chairman. I am de-
lighted to be a member of this committee. I think both of our lead-
erships on both sides have done an outstanding job of picking a
very diverse group of our colleagues here, and I look forward to
working on an issue that has no partisan barriers, of course, and
that is advocating for our environment and being environmentally
sensitive.

And as I understand the purpose of the committee, it really is
to seek government policy solutions to the problem of global climate
change. And so I think it is entirely appropriate that our first hear-
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ing be about the geopolitical implications of oil dependence and cli-
mate change, because I truly believe that energy security and en-
ergy independence equals national security. And I also sit on the
Hou}sle Armed Services Committee, so I really believe this very
much.

And, of course, as the President has said and as has been said
here today, we are a Nation addicted to oil. And just like drug
abusers, we buy the product that we are addicted to from some
very unsavory characters from across the globe. We buy energy
from nations like Venezuela and Hugo Chavez, who is openly hos-
tile to America. We buy energy from some of the Middle East
where funds are sometimes siphoned off to support those who hate
America. And let’s face it, many of these countries would be much
less interesting if we did not need that oil.

There has to be a better way, and do I believe that there is. In
fact, I represent a district in southeast Michigan which is home, as
you might all know, to the domestic auto industry, which is under
a microscope for environmental sensitivity. And wouldn’t it be bet-
ter for America if we produced automobiles that got not only higher
fuel economy, but ran on much different types of fuel than oil-
based gasoline, fuels like ethanol or biodiesel or hydrogen? That
day is coming and it is coming if we stand up and give our domes-
tic auto industry a helping hand instead of hitting it with a ham-
mer.

Wouldn’t it be better for America if we could produce automobiles
that we could plug in to charge in a battery in our garage and
never have to use the gas engine on a short trip? That day is com-
ing if we share the vision with our incredible scientists.

In fact, Mr. Chairman, let me take this opportunity to formally
ask the committee to consider having a field hearing in Detroit, in
southeast Michigan, at the home of the domestic auto industry
where we can actually see all of these exciting new technologies
and how they are being utilized in the future.

This technology is coming. The only question is whether or not
America will lead the way, as we have throughout the Industrial
Revolution. The geopolitical implications of energy independence
are clear. In America, where we are not forced to fund our enemies
but instead support the betterment of our own society, that should
be the primary focus of our energy policy, one that supports Amer-
ican enterprise and ingenuity that drives our economy forward.
And I think if this goal is accomplished, America and the world
will be a much better place.

Thank you, Mr. Chairman. I will reserve the balance of any re-
maining time that I may have. Thank you.

The CHAIRMAN. Great.

[The statement of Mrs. Miller follows:]
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Congresswoman Candice Miller
Energy Security Equals National Security

Thank you Mr. Chairman.

The purpose of this committee is to seek
government policy solutions to the problem of
global climate change. And while that is an
admirable aim, I believe that it is appropriate
that our first hearing be about the geopolitical
implications of oil dependence and climate
change.

This is because I truly believe that energy
security equals national security.

Today we are a nation addicted to oil. And just
like drug abusers we buy the product that we are
addicted to from some unsavory characters from
across the globe.

We buy energy from nations like Venezuela and
Hugo Chavez who is openly hostile to America.
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We buy energy from some in the Middle East
where funds are sometimes siphoned off to
support those who hate America.

There must be a better way, and I believe there

1S.

Wouldn’t it be better for America if we
produced automobiles that only got higher fuel
economy, but ran on a vastly different fuel than
oil based gasoline?

Fuels like ethanol, bio-diesel or hydrogen. That
day is coming if we stand up and give our
domestic industry a helping hand instead of
hitting it with a hammer.

Wouldn’t it be better for America if we
produced automobiles that we could plug in to
charge a battery in our garage and never even
use a gas engine for short trips?

That day is coming if we share the vision with
our incredible scientists.
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This technology is coming the only question is
whether America will lead the way as we have
throughout the industrial revolution.

The geopolitical implications of energy
independence are clear.

An America where we are not forced to fund our
enemies, but instead support the betterment of
our own society.

That should be the primary focus of our energy
policy. One that supports American enterprise
and ingenuity. That drives our economy
forward.

If this goal is accomplished America and the
world will be a better place.



18

The CHAIRMAN. And the Chair recognizes the gentleman from
California, Mr. McNerney.

Mr. McNERNEY. Thank you, Mr. Chairman. Today we have a
rare opportunity to unite our great Nation to develop a national
mandate to educate and mobilize our country with a great national
purpose, much like Sputnik mobilized the prior generation.

This committee can be the focus for that change and mobiliza-
tion, and I look forward to participating in that transformation. I
reserve the balance of my time.

The CHAIRMAN. And the Chair recognizes the gentleman from
Oklahoma, Mr. Sullivan.

Mr. SULLIVAN of Oklahoma. Thank you, Mr. Chairman. And
thank you for holding this historic first hearing of the Select Com-
mittee on Energy Independence and Global Warming. I look for-
ward to hearing from our witnesses on the geopolitical implications
of rising oil dependence and global warming. It is an honor to be
at the epicenter of the debate on climate change.

Protecting the environment is neither a Democrat nor a Repub-
lican issue but a bipartisan issue that all Americans should discuss
and address. Our country has become too dependent on foreign en-
ergy resources, especially oil that is produced in a volatile part of
the world. I believe the answer to this problem comes from in-
creased U.S. energy independence. We can achieve this by expand-
ing our domestic refining capacity and expanding our domestic en-
ergy production both on and offshore.

It is also important that we look at alternative fuels as a viable
option for Americans’ energy needs. I welcome the debate on this
issue and commit to this process with an open mind. I believe we
can work together to find workable solutions, commonsense regula-
tions, and address the issue of climate change without destroying
the American economy or losing American jobs.

Thank you, Mr. Chairman, and I yield back the remainder of my
time.

The CHAIRMAN. The gentleman’s time has expired.

The gentlelady from California, Ms. Solis.

Ms. Souris. Thank you, Mr. Chairman. And I also want to com-
mend you and Speaker Pelosi for allowing me the opportunity to
serve on this very prestigious select committee, and knowing that
this is our first hearing how important it is to hear from our wit-
nesses, so I want to thank them for also being here this morning.

Two months ago I spoke at the Helsinki Commission, on behalf
of the United States delegation, to address energy security and cli-
mate change. Parliamentarians from across Europe agreed that we
must address the issue of security and climate change together.
Many oil-producing countries lack the political will or social frame-
work for good governance in the energy sector. Producing countries
such as Iran and Russia may use energy reserves to attain political
objectives and increase political influence. In the United States, as
we know, we are home to less than 3 percent of the world’s re-
serves and more than 60 percent of the oil consumed in the U.S.
is imported, costing our Nation more than $290 billion annually.

The dependency on oil makes us subject to the international
risks associated with unpredictable and unstable nations. The re-
port titled “National Security and the Threat of Climate Change”
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underscored the connection between security, energy use and cli-
mate change, and clearly outlined the risks of inaction. It con-
cluded that climate change is a threat multiplier for instability in
some of the most volatile regions in the world, resulting in already
weak and failing governments being pushed toward authoritari-
anism and radical ideologies.

Globally, food security, transport industry, and human health
will be impacted, all issues at the root of instability and conflict.
Failure to take action may result in the United States being drawn
more frequently into conflict situations.

And yesterday the Secretary General of the United Nations stat-
ed and, I quote, “Compared to the cost of conflict and its con-
sequences, the cost of prevention is far lower in financial terms,
but, most importantly, in human lives and life quality.” and I agree
with this.

The risks associated with inaction are far too great. The impacts
of global warming, such as heat waves, would disproportionately af-
fect low-income and underrepresented communities here in the
United States. And just this week Latino, religious, African Amer-
ican leaders highlighted the risks of inaction to the health of vul-
nerable communities and populations.

Military advisors have also highlighted the risks in terms of na-
tional security. The development of domestic policies that reduce oil
consumption and emissions are critical to increasing options for
protecting our interests abroad and here at home. Simply put, we
need aggressive action to curtail our thirst for energy.

I look forward to discussing these policy issues with you, and
thank the witnesses for being here. Thank you.

The CHAIRMAN. The gentlelady’s time has expired.

The gentlelady from Tennessee, Mrs. Blackburn.

Mrs. BLACKBURN. Thank you, Mr. Chairman. I appreciate the op-
portunity to serve on the committee and I am looking forward to
a healthy and judicious debate over the issue of climate change.

As we look at the causes of climate change, I think it is impera-
tive that we look at the whole problem, but we must not base our
decisions on half truths, inconclusive science or media hype. The
discussion must be based on testimony on science, not on political
party or special interest agenda items.

And I want to welcome our guests, and we look forward to your
testimony that you will share with us.

We all should be aware that the U.S. currently has several exist-
ing threats to its national security, such as proliferation of weapons
of mass destruction and transnational terrorism. A question we
should ask is, does climate change rise to the level of this imme-
diate danger? Another question that we should ask, we should ask
if it would be unwise for us to devote significant time and resources
to speculative dangers; should we instead focus on the current dan-
gers to our national security? It is possible if these are not ad-
dressed that the global warming issue would be a moot issue.

I do agree that competition for oil resources in the future, espe-
cially for the U.S., is going to increase and U.S. domestic policies
need to address our current and future dependence on oil imports,
because we are vulnerable to supply interruptions and price in-
creases and because much of this revenue is going to countries that



20

are not friendly to the United States. We must diversify our re-
sources of oil, and we can because we have vast reserves of oil and
gas on land and in the sea that are currently not being tapped.

We also have trillions of barrels of oil in shale and coal on public
lands that can be converted to transportation fuel and serve our
needs for a couple hundred years. And this could be accomplished
with little disruption to our natural environment. Even if the Earth
continues to warm and does not revert to a cooling cycle and pos-
sibly cause events that threaten national security, the predicted
outcomes are at best tentative and the proposed solutions raise
problems of their own.

I look forward to discussing how we should proceed and how we
should appropriately use our resources as we look for energy inno-
vation and security. Thank you, Mr. Chairman. I yield back.

The CHAIRMAN. Great. The gentlelady’s time has expired.

We now turn to our exceptionally influential committee which
has been assembled here this morning. We will begin with General
Gordon Sullivan who is a former chief of staff of the United States
Army. He has spent his life serving his country, with four tours of
duty in Europe, two in Vietnam, and one in Korea, and was chief
of staff to Secretary of Defense Dick Cheney in the administration
of George Herbert Walker Bush. He joins us today on the heels of
the release of a major report entitled “National Security and the
Threat of Climate Change” which he compiled for the Center of
Naval Analysis with 11 distinguished military leaders.

Thank you for all of your service, General Sullivan. Whenever
you feel comfortable, please begin.

STATEMENT OF GENERAL GORDON R. SULLIVAN, USA (RET.),
CHAIRMAN, MILITARY ADVISORY BOARD

General SULLIVAN. Thanks, Mr. Chairman. It is an honor to be
here today with you and your colleagues. As you stated, today I am
here as the Chairman of the Military Advisory Board to the Center
for Naval Analysis Corporation and their report on national secu-
rity and the threat of climate change.

The advisory board consisted of three- and four-star flag officers
of the Army, Navy, Air Force and Marine Corps. Our charge was
to learn as much as we could in a relatively short time about the
emerging phenomenon of global climate change, using our experi-
ence as military leaders to process our learning through a national
security lens. In other words, we were asked what are the national
security implications of climate change.

When I was asked to be on the Military Advisory Board, I was
both pleased and skeptical. Pleased because of one simple and
straightforward fact; that is that I am almost 70 years old. I have
served my country for over 50 years. I took my oath as a cadet at
Norwich University in Vermont in 1955, retired in 1995, and I am
now the president and chief operating officer of the Association of
the United States Army. So I have been in or around the defense
establishment since 1955. Here I am in the later stages of my life,
and I feel sometimes as if some of the sacrifices I, my soldiers, col-
leagues, friends and family made for America are now being over-
taken by a much more powerful and significant challenge to their
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health and well-being and the health and well-being of my three
grandchildren and their children and the future.

Having said this, I must admit I came to the advisory board as
a skeptic. There is lots of conflicting information on the subject of
climate change, and like most public policy issues debated here and
discussed in America, there are many opinions. It is what makes
America great. It is what I served for, for over 50 years.

After listening to the leaders of scientific business and govern-
mental communities, both I and my colleagues came to agree; and
we published our report with our agreement that global climate
change is and will be a significant threat to our national security,
and, in a larger sense, to the lives of our grandchildren and their
children.

The findings of the Military Advisory Board are as follows:

Projected climate change poses a serious threat to America’s na-
tional security. Climate change acts as a threat multiplier for in-
stability in some of the most volatile regions of the world. Projected
climate change will add to tensions even in stable regions of the
world. And climate change, national security, and energy depend-
ence are a related set of global challenges.

Our recommendations are as follows:

First, the national security consequences of climate change
should be fully integrated into national security and national de-
fense strategies. The United States should commit to stronger na-
tional and international roles to help stabilize climate changes at
levels that will avoid significant disruption to global security and
stability. The United States should commit to global partnerships
that help less developed nations build the capacity and resiliency
to better manage climate impacts.

The Department of Defense should enhance its operational capa-
bilities by accelerating the adoption of improved business processes
and innovative technologies that result in improved U.S. combat
power through energy efficiency.

And last, the DOD, the government, should conduct an assess-
ment of the impact on U.S. military installations worldwide of such
events as rising sea levels, extreme weather events and possible cli-
mate change impacts over the next 30, 40, 100 years.

Climate change, national security, and energy dependence are
interrelated. Simply hoping that these relationships will remain
static is simply not acceptable. Hope is not a method. We can’t sit
here and wait to find out.

Speaking for the members of the Military Advisory Board, I am
confident in stating we as individuals collectively support your leg-
islative initiative to authorize an NIE, National Intelligence Esti-
mate, on national security implications of climate change.

Mr. Chairman, I request my statement and the report, which I
have here, be entered into the official record.

The CHAIRMAN. Without objection, it will be entered into the offi-
cial record.

General SULLIVAN. Thank you, sir.

The CHAIRMAN. I thank you, General Sullivan.

[The statement of General Sullivan follows:]
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Thank you, Mr. Chairman, for inviting me to testify in front of your commiitee this
morning.

My name is Gordon Sullivan. I have served America as a Solider since 1955. My last
duty position was as Army Chief of Staff - 1991 to 1995. I retired from Active service in 1995
and have been the President of the Association of the United States Army — Army’s professional
Association — since 1998. Thus, I have been in or involved with the Army for over 50 years.

Today I am here as Chairman of the Military Advisory Board to The CNA Corporation
report on National Security and the Threat of Climate Change. The Advisory Board consists of 3
and 4 star Flag Officers from the Army, Navy, Air Force and Marine Corps. Our charge was to
learn as much as we could in a relatively short period about the emerging phenomenon of global
climate change using our experience as military leaders to process our learning through a
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National Security lens. In other words what are the National Security implications of climate
change?

Subsequent to my retirement, I co-authored a book- “Hope is Not a Method”.

The title telegraphs the guiding principle of my experiences as a leader. Simply stated if
all you do is hope good things will happen and bad things will not happen you and your
organization could be doomed to failure. If on the other hand, you and your team assess your
environment - understand your mission, your capabilities, your tasks, and know how to organize
— train and equip your forces to succeed you must do something — you simply cannot hope for a
successful future.

‘When I was asked to be on the Military Advisory Board, I was both pleased and
skeptical. Pleased because of one simple and straightforward fact — I am almost 70 years old, I
have served my country for over 50 years in both peace and war and now in the late stages of my
life I feel as if the sacrifices I and my soldiers, colleagues, friends and my family made for
America are now being overtaken by a much more powerful and significant challenge to the
health and well-being of my 3 grandchildren and their children.

Having said this, I must admit I came to the Advisory Board as a skeptic. There is lots of
conflicting information on the subject of climate change and like most public policy issues in
America, many opinions, which is what makes America great.

After listening to leaders of the scientific, business, and governmental communities both I
and my colleagues came to agree that Global Climate Change is and will be a significant threat
to our National Security and in a larger sense to life on earth as we know it to be.

Findings of the Military Advisory Board

First, projected climate change poses a serious threat to America’s national security;
Second, climate change acts as a threat multiplier for instability in some of the most
volatile regions of the world; .

e Third, projected climate change will add to tensions even in stable regions of the world;
and

e Fourth, climate change, national security and energy dependence are a related set of
global challenges.

Recommendations of the Military Advisory Board

¢ First, the national security consequences of climate change should be fully integrated into
national security and national defense strategies;

e Second, the U.S. should commit to a stronger national and international role to help
stabilize climate changes at levels that will avoid significant disruption to global security
and stability;

e Third, the U.S. should commit to global partnerships that help less developed nations
build the capacity and resiliency to better manage climate impacts;
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e Fourth, the Department of Defense should enhance its operational capability by
accelerating the adoption of improved business processes and innovative technologies
that result in improved U.S. combat power through energy efficiency; and

¢ Fifth, DoD should conduct an assessment of the impact on U.S. military installations
worldwide of rising sea levels, extreme weather events, and other possible climate change
impacts over the next 30 to 40 years.

Climate change, National Security and energy dependence are inter-related. Hoping that
these relationships will remain static is simply not acceptable given our training and experience
as military leaders. Speaking for the members of the Military Advisory Board, I am confident in
stating we as individuals and collectively support your legislative initiative to authorize a
National Intelligence Estimate on the National Security Implications of Climate Change.

Mr. Chairman, I request my statement and the report to be entered into the record. Again,
1 thank you for the invitation to discuss this critical issue to our nation’s security.
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The CHAIRMAN. Our second witness, Dr. Richard Haass, is a
Rhodes scholar who has received the Presidential Citizens Medal
for his contributions to implementing U.S. policy during operations
Desert Shield and Desert Storm, served on the National Security
Council under George Bush senior, headed the policy planning at
the Department of State under Secretary of State Colin Powell, and
is now head of the Council on Foreign Relations. His latest book
is entitled “The Opportunity: America’s Moment To Alter History’s
Course,” which could well serve as the title for this hearing.

Dr. Haass, welcome.

STATEMENT OF RICHARD N. HAASS, PRESIDENT, COUNCIL ON
FOREIGN RELATIONS

Mr. Haass. Thank you, Mr. Chairman. And for the record, if you
do choose to use the title of my book as the title of your hearing,
I would pose no objection.

Thank you very much for asking me to testify today on this crit-
ical issue. Let me just note that I will be speaking here—the views
I will be saying here will be my personal views and not those of
the Council on Foreign Relations, simply because the Council on
Foreign Relations does not take institutional positions. I will just
make a few points and I ask that my full statement be inserted in
the record.

America’s high dependence on imported oil adversely affects our
national security in a number of ways. First, it distorts American
foreign policy by increasing the importance of the greater Middle
East considerably above what it would be either if it did not have
much oil or if oil played a less important role than it does.

Secondly, our dependence on imported oil increases the vulner-
ability of the U.S. economy to supply interruptions and price in-
creases.

Thirdly, our current dependence on imported oil exacerbates our
current account deficit.

And fourthly, as several of you have correctly pointed out, our
importing of large amounts of oil funnels massive amounts of dol-
lars to producers, many of whom, such as Iran and Venezuela, are
carrying out foreign policies inimical to America’s principles and in-
terests, and in other cases this massive flow of resources can actu-
ally undermine markets, undermine the rule of law, and under-
mine democracy.

This current state of affairs is a national failure. I would go so
far to say it is a national scandal that we find ourselves in this po-
sition more than three decades after the first oil shocks. Alas, there
are no quick fixes nor is there any benefit to be had from further
delay.

Is climate change a national security matter? Here I would asso-
ciate myself with the report and remarks of my good friend, Gordon
Sullivan. Climate change is a cause of both conflict and it is a
cause of state failure, which in turn can breed terrorism, drug traf-
ficking, slavery and other adverse aspects of globalization.

There is much to do. There is a large number of potential rem-
edies. I would just say some of them include diversification of oil
supplies, maintaining strategic petroleum reserves in this country
and elsewhere, and instituting new sharing arrangements that
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bring in India and China; increasing the resilience of the energy in-
frastructure and system; increasing the domestic production of oil;
development of alternatives to oil, especially to reduce the use of
it in the transportation sector in this country; the development of
new technologies that lead to the clean burning of coal or at least
the cleaner burning of coal, as well as technologies that would lead
to the capture and sequestration of carbon, if possible, expanding
the role of nuclear power, at a minimum, to replace retired nuclear
plants down the road; and to reduce the demand, especially again
in the transportation sector, and to increase efficiency of energy
use more broadly; to develop an international framework for the
world; to take the place of Kyoto essentially for the post-2012
world; to encourage forestation and discourage deforestation; and to
change the way the United States Government deals with these
issues.

Let me just use the remainder of my time to make six over-
arching points, and I will do it as quickly as I can.

First, the United States needs to adopt a broader definition of
energy security. The traditional definition, which essentially has
emphasized reliable access to affordable supplies of oil, is simply
too narrow and inadequate. It fails to take into account the need
to stem the flows of resources to certain governments, it fails to
take into account global climate change. What we need is a new
definition for energy security. Any energy security is and will be a
function of our ability to manage the amount of energy produced,
consumed, and imported so that the United States, one, reduces its
vulnerability to supply and price fluctuations; and, two, reduces the
flows of resources overseas; and, three, reduces the adverse impact
on the global climate.

Secondly, we need a truly comprehensive policy. We cannot drill
or conserve our way out of the current state of affairs. Neither nu-
clear power nor cellulosic nor anything else will by itself constitute
a panacea.

Thirdly, the United States cannot do this alone. We need an
American policy. We must walk the walk if we are going to per-
suade others when we talk the talk. But the approach must be
international. Developing and developed countries must partici-
pate.

Fourthly, there will be no solution to the energy security and
global climate challenges for the foreseeable future. The calls for
energy independence are unrealistic or even unhelpful. The chal-
lenge is to manage this problem, not to eliminate it.

Fifth, the United States Government needs to change the way it
goes about business in this area. The National Security Council, for
example, needs an energy security and climate change directorate.
We should look at the role and mandate of the Department of En-
ergy, and, more generally, we should look at ways in which we can
better integrate the concerns before this select committee and the
broader concerns of national security.

Last, we also need to meet the challenge of integration beyond
the U.S. Government. And we need to find ways to integrate not
simply the executive branch and the congressional branch on this
issue, but also what the Federal branch does with State and local
authorities, with the private sector and with NGOs.
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So let me end where I began. I applaud the creation of this select
committee. I applaud your willingness to devote your time and en-
ergies to this, and I wish you well in your work because, to a large
extent, the national security of this country in coming decades will
depend on how well and how successfully we meet these related
challenges of energy security and climate change. Thank you.

The CHAIRMAN. Thank you, Dr. Haass, very much.

[The statement of Mr. Haass follows:]
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Prepared Statement of Richard N. Haass
President, Council on Foreign Relations

on the
Geopolitical Implications of Rising Oil Dependence and Global Warming

before the
Select Committee on Energy Independence and Global Warming
U.S. House of Representatives

Washington, DC
April 18, 2007

Mr. Chairman:

Let me begin by congratulating you and your colleagues on establishing this new select
committee. The issues in your purview are among the most important facing this country
and the world.

This is underscored by the topic of today, your first hearing. The geopolitical
implications of rising oil dependence and global climate change for the United States are
great and likely to become even greater with time.

Let me address each of the questions you have posed to me and my fellow witnesses.

I will begin with how ever-increasing dependence on imported oil affects U.S. national
security. The short answer is that it does, in many and important ways. Four stand out:

First, American and global dependence on the Middle East for oil artificially increases
the importance of this part of the world. This is not to say it would not be important even
if there were no oil in the region or if the United States and the world were not dependent
upon the region’s oil. The United States would still have important, even vital concerns
relating to terrorism, non-proliferation, conflict resolution, Israel, and so on. But there is
no denying that energy makes this part of the world far more vital than it would otherwise
be and reduces American willingness and ability to tolerate developments that were they
to occur in other regions would provoke less of a response. And just to be clear, let me
stress that this concern for oil and gas is not tied to protecting the interests of the large oil
companies but rather to maintaining adequate access on acceptable terms to a vital raw
material.
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Second, the fact that the United States imports roughly 60% of the oil it consumes leaves
the U.S. economy vulnerable to supply interruptions that even in small amounts can
cause price increases and in larger amounts cause not only price increases but economic
disruption. The United States would be vulnerable economically to supply interruptions
(and price spikes) even if it imported far less oil given the extent to which others are
vulnerable and the degree to which U.S. economic fortunes are tied to those of others.

Third, the need to pay for oil imports exacerbates the already considerable current
account deficit, which in turn further weakens the dollar and makes the United States
more dependent on (and vulnerable to) the decisions of other governments.
Approximately one-third of the annual current account deficit, or some $250 billion, is
attributable to oil imports.

Fourth, American demand for oil contributes to upward pressures on prices and provides
massive revenues to producers. One of the top five oil exporters to the United States is
Venezuela, whose foreign policy is anti-American in large measure. The top two foreign
sources of oil, Saudi Arabia and Russia, carry out policies at home and abroad that at
times run counter to American values and interests. Iran, the world’s forth largest
exporter of oil, is in large part able to conduct the problematic foreign policy it does
because of high oil revenues. In addition, massive inflows of oil revenues can be as
much a liability as a windfall in another way in that they often work against efforts to
promote market economies and the rule of law.

The second question posed asks whether it is urgent that the United States do something
about this state of affairs. Itis. Itis also a national failure, a bi-partisan failure, that this
country is consuming and importing as much oil as it is today, more than three decades
after the first oil shock that accompanied the October 1973 Middle East conflict. Itisa
matter of some debate as to whether U.S. energy security has actually deteriorated despite
that and subsequent crises: the United States is more dependent than ever on imports, but
U.S. energy intensity is down and international markets seem better able to weather
disruptions. But whatever the relative judgment on energy security, it is not what it needs
to be in absolute terms. That said, it has taken us decades to get to where we are today,
and will take decades for the situation to change fundamentally. There is, however, no
reason to delay. Every day we as a country wait to act only increases the price we pay for
the current state of affairs and makes it that much more difficult and costly for us to
change them.

Should climate change be treated as a national security matter? The short and clear
answer is “yes.” Countries are unlikely to go to war over levels of greenhouse gas
emissions, but they may well go to war over the results of climate change, including
water shortages and large-scale human migration. Climate change, by contributing to
disease, extreme weather, challenges from insects that attack both food production and
people, water shortages, and the loss of arable land, will also contribute to state failure,
which in turn provides opportunities for activities such as terrorism, illegal drugs, and
slavery that exploit “sovereignty deficits.” Development, democracy, and life itself will
not thrive amidst such conditions.



65

The last two questions can best be answered together, as they ask for recommendations
for reducing oil dependence and greenhouse gas emissions and addressing both climate
change and energy security.

Energy security is not easy to define. It is a relative concept, in the sense that it is
impossible to achieve total energy security — just as it is impossible to achieve full
security (or complete invulnerability) in any realm. A traditional definition of energy
security would be one that emphasized minimizing U.S. vulnerability to supply
interruptions and price increases. This “reliability and affordability” approach to energy
security is inadequate, as it does not capture the additional rationales for reducing
consumption of oil (imported or otherwise) in order to curtail the flow of resources to
unfriendly governments and to reduce the adverse impact on the world’s climate. As a
result, we need to adopt a broader definition of the concept. Energy security is directly
related to the ability to manage the form and amount of energy produced, consumed, and
imported so that the United States reduces its vulnerability to supply and price
fluctuations, the flows of resources to unfriendly producer countries, and the adverse
impact on the global climate.

A range of prescriptions, some familiar, some not, flows from this broader approach to
energy security. One is the desirability of diversifying sources of oil and other energy
supplies. Such diversification reduces the impact of losing for whatever reason access to
the output of any single producer. The United States has done this in the cil realm, as
only Canada provides the United States in the range of 20% of its total oil imports. 90%
of U.S. crude oil imports are distributed to more than ten countries.

The United States can also help reduce its vulnerability to supply interruptions through
contingency planning, including the maintenance of the strategic petroleum reserve
(SPR) and various stand-by international sharing arrangements. Congress would be well-
advised to assess both the adequacy and guidelines for use of the SPR. Also in need of
overhaul is the International Energy Agency, which needs to be amended (or
complemented by the International Energy Forum) so that major countries such as India
and China are fully included in global planning.

The entire energy infrastructure — production areas, pipelines, pumps, refineries,
terminals, power plants, and so on — needs to be made more robust and made more
resilient. This involves better intelligence and law-enforcement cooperation, enhanced
protection of critical sites, and provision for the redundancy of critical components.
There is also no substitute for the ability to protect and clear critical transitways.

Supply diversification and related measures have their limits, however. The price of oil
reflects global supply and demand, so the price of oil will rise if more than a negligible
amount of oil is taken off the market. In addition, the United States is in principle more
vulnerable to supply interruptions given the rise in terrorism and the increased role of
national oil companies, who are more likely to reflect government policy when it comes
to making decisions about production and sales.
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Another way to increase diversification of supply is to increase domestic production,
which is now below 7 million barrels a day. Expressed differently, the United States now
imports some 2/3 of the oil it consumes. It is doubtful new drilling (even with new
technologies that increase recovery rates) could appreciably affect this number given the
falling output of many mature wells and fields and the growing domestic demand for oil.
Still, the United States ought to increase the amount of exploration and development that
it allows, especially in coastal areas. Again, though, no combination of diversification of
external oil supplies and increased domestic production can satisfy the demands of a
comprehensive energy security posture.

Alternative forms of energy, including coal, natural gas, nuclear, solar, wind, geothermal,
and biofuels, are also central to any discussion of energy security. One reality to contend
with though is the fact that most of the oil produced and imported is used in the transport
sector—and that most of what fuels the transport sector is oil. Massive substitution is not
a near-term option. In the medium and long-term, fuel-efficient “pluggable” hybrids that
use electrical power appear promising. So as well does cellulosic biomass, which can
substitute in significant quantities for gasoline without disrupting food supplies or
requiring anything near the amount of energy to produce corn-based ethanol. One short-
term step that should be taken is the removal of the tariff on ethanol imports.

Coal is and will remain the principal fuel for electricity generation. It generates half the
electricity in the United States. Coal is readily available in the United States as well as in
both China and India. It is also relatively inexpensive. China is building large coal-
fueled plants at the rate of two per week; India is building them at a rate closer to two per
month. The problem is that coal is a major contributor to greenhouse gas emissions. As
the recently-released MIT study The Future of Coal makes readily apparent, the climate
change problem will continue to worsen unless something can be done about coal. The
reality, though, is that there is no realistic alternative to coal; the principal question is
whether technology can be developed, proven and introduced with sufficient speed and
on a sufficient scale to capture and then sequester the massive amounts of carbon dioxide
existing and planned plants will produce. Governments ought to work with industry in
creating an investment and regulatory environment that accelerates the emergence,
testing, and fielding of such technology in the United States and around the world. In the
meantime, the government should only authorize the construction of coal plants that use
the most advanced, efficient and clean technologies and that are designed to incorporate
emerging technologies designed to capture carbon.

Nuclear power is the ideal form of fuel for electricity production given that it adds hardly
at all to climate change. Nuclear power stations now provide some 20% of U.S.
electricity. There will be hurdles to maintaining, much less increasing, this percentage.
Politics is one problem. The last reactor to be completed was ordered nearly four decades
ago and became operational in 1996. There are currently 103 reactors operating. Even
with 20 year extensions of their planned lifespan all existing reactors will be
decommissioned by the middle of this century. Just replacing them will require building
two reactors a year for the next fifty years. It is not clear this rate of construction in the
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United States (coupled with ambitious building programs elsewhere) is sustainable.
Indeed, a forthcoming study (Nuclear Energy: Balancing Benefits and Risks) written by
Charles D. Ferguson of the Council on Foreign Relations concludes that “Nuclear energy
is not a major part of the solution to further countering global warming or energy
insecurity. Expanding nuclear energy use to make a relatively modest contribution to
combating climate change would require constructing nuclear power plants at a rate so
rapid as to create shortages in building materials, trained personnel, and safety controls.”
Other analysts are more bullish about the prospects for nuclear power, although even if
they are correct it will not prove transformational for decades if then. In addition, a
greater emphasis on nuclear power will raise security challenges as well as demands for
safe storage of spent fuel.

In short, developing alternatives will over time make a difference. But no energy security
policy can be considered comprehensive without a significant emphasis on reducing the
consumption of oil and oil products. The United States daily consumes some 21 million
barrels of oil and oil products. The policy question is how best to slow or better yet
reverse this growth.

Increasing the tax on gasoline would have the most immediate impact, U.S. taxes (18.4
cents per gallon at the federal level) are low by world standards. If politics required, an
increase in the federal fuel tax could be offset by reductions or rebates in other taxes or in
designating revenues for energy-related investments.

Tightening fuel efficiency standards is a good mid-term approach given the time it will
take for more efficient cars and trucks to be built and to replace the existing fleet. One
area deserving exploration is what might be done to accelerate the replacement of low-
mileage vehicles with hybrids and relatively fuel-efficient cars and trucks.

All of the above would affect climate change. Climate change policy, however, is
something different. Congress and the administration should start developing guidelines
for the post-Kyoto Protocol, post-2012 world. They should work with state governments,
business, and academic experts. It is essential that the United States be a full participant
in any negotiations and in any resulting regime — and that it approach such negotiations
with a national policy in place. Developing countries need to be a central (although not
necessarily equal) participant in a post-Kyoto framework. Some sort of carbon tax or cap
and trade system will likely work best. Factored into any plan should be a positive credit
for forested areas that absorb carbon dioxide. Even before then, U.S. aid policy should
be adjusted to provide financial incentives to discourage deforestation and encourage
reforestation.

We will also need to consider whether and how future trade negotiations and the WTO
process itself address climate change. Many of the innovations that will reduce emissions
(such as nuclear power stations and cleaner coal plants and capture and sequestration
technology) are costly. Questions such as how to treat subsidies and the role (if any) of
tariffs to deal with producers who give short shrift to climate concerns require study.
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I want to close with a few thoughts on this subject. Despite the formal name of this select
committee, “energy independence” is beyond reach if by independence is meant an
ability to do without imports of oil and gas. A recent Task Force (National Security
Consequences of U.S. Oil Dependency) sponsored by the Council on Foreign Relations
concluded “During the next twenty years (and quite probably beyond) it is infeasible to
eliminate the nation’s dependence on foreign energy sources.” A more useful and
realistic task is how to manage energy dependence or, better yet, how best to promote
energy security.

Similarly, energy security cannot be promoted through any single policy or breakthrough.
Rather, what is required is a family of policies. The U.S. government will need to adjust
to help bring this about. The creation of this select committee is a step in the right
direction; so, too, would be a directorate in the National Security council staff devoted to
energy security and the inclusion of the secretary of energy more regularly and centrally
in national security meetings. Energy security properly defined is now too intimately a
part of overall security to be left out of the most important deliberations of our country.
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The CHAIRMAN. Our next witness, Carl Pope, is one of America’s
most influential and effective environmental leaders. He was ap-
pointed executive director of the Sierra Club, America’s oldest and
largest grassroots environmental organization in 1992. He is a vet-
eran leader in the environmental movement. Mr. Pope has been
with the Sierra Club for the past 20 years. He graduated summa
cum laude from Harvard and spent 2 years as a volunteer in the
Peace Corps in India. Welcome, Mr. Pope. Whenever you feel ready,
please begin.

STATEMENT OF CARL POPE, EXECUTIVE DIRECTOR, SIERRA
CLUB

Mr. PopPE. Thank you very much, Mr. Chairman, members of the
committee. I am Carl Pope, the executive director of the Sierra
Club, and it is an honor to appear before you today. The Sierra
Club believes that this select committee can be the pivot which
moves America’s national government from lagger to leader on the
issue of climate change.

Today we are addressing the national security implications of oil
dependence and climate change. Lincoln said in the Civil War that
slavery somehow caused it. I think we all know that dependence
on oil somehow is related to our war in Iraq.

While oil addiction is the closest nexus between national security
and global warming, global warming itself is a bigger threat than
oil addiction alone, because climate change can produce insecurity
in regions of the world which have no oil. Indeed, climate change
has historically been one of the world’s major sources of violence
and instability.

For 1,700 years the drying out of the Asian steppe lands sent
Ghengis Khan, Atilla the Hun, and wave after wave of nomadic in-
vaders to topple Rome, unseat Chinese imperial dynasties, and fi-
nally topple the Arab caliphate with the sacking of Baghdad.

But today we have the solutions to solve both our addiction to
oil and the threat of global warming. Indeed, replacing our reliance
on oil and other fossil fuels will create a new energy economy, re-
lieve us of dependence on unstable parts of the world, and reduce
the threat of global warming pollution.

In January the Sierra Club released a report in cooperation with
the American Solar Energy Society in which we capped the exper-
tise of America’s leading government scientists and researchers on
energy who found that simply by exploiting existing energy effi-
ciency and renewable technologies, we could reduce our emissions
of carbon dioxide by 2 percent a year, every year between now and
2030, and be on the pathway with new technologies emerging from
those national laboratories to complete the task of reducing our na-
tional emissions of global warming by 60 to 80 percent by 2050. In
the Sierra Club, we called that the 2 percent solution.

We are asking the American people and the Congress to embrace
that solution. It has four principle pathways and one blind alley.
The first pathway, get more efficiency out of the cars and trucks
that we make, whether we make them in southeast Michigan or in
Tennessee. We can save consumers money, reduce oil dependence,
revitalize the American auto industry by improving fuel efficiency
by 4 percent a year as the President has called for. Taking this
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step alone, by 2025 would save over 3 million barrels of oil, more
than we import from the Persian Gulf. For this reason the Sierra
Club supports the Markey-Platt CAFE legislation.

We also urge Congress to support the development of cellulosic
ethanol and other renewable fuels. Ethanol and renewable fuels
and auto efficiency multiply their impact. We need to do both of
these things. We can’t solve our transportation fuels problem with
only one of the two solutions.

Next, in the utility sector we need to embrace the renewable en-
ergy possibilities so many of you mentioned. The State of Min-
nesota, where I was this weekend, has already adopted a very am-
bitious renewable energy standard, one that would achieve 30 per-
cent renewable standards by 2025 for its largest utility. Congress
should join that by adopting a 20 percent national standard by
2025.

We also need to recognize that we waste an enormous amount
of the electricity that we generate. We should adopt an national en-
ergy efficiency standard that would put the Nation’s electric sector
on a dependable track towards greater efficiency. Utilities can and
should become at least 10 percent more efficient by 2020.

The blind alley which has been suggested recently by the Presi-
dent is the idea that we can back out oil from—gas from oil with
gasoline made from coal. If you look at the numbers, it is over-
whelmingly likely that such a strategy would actually double the
amount of carbon dioxide put out by the average vehicle and would
also cost the taxpayers enormous sums of money for very little re-
turn. So we urge the Congress not to follow the seemingly attrac-
tive but, if you look closely at the numbers, ultimately unworkable
strategy of using coal liquids.

What we should be doing instead is sequestering the carbon diox-
ide from electricity generated from coal and then using that elec-
tricity to plug—to plug in the hybrids that Congresswoman Miller
suggested. That is a pathway to use coal responsibly to back out
oil imports.

We can do this job, the American people are ready to do this job,
and I want to underscore what many of you said, we must do this
job in a responsible way and in a way which not only doesn’t hurt
the American economy. I think that is far too low a standard. I be-
lieve that this Congress has the opportunity, by designing effective
energy policies which unleash American ingenuity and entrepre-
neurship, to actually create a new industrial revolution in this
country, to add millions of new industrial jobs which we badly need
to reduce our trade deficit, and to enable us to say to our children
when they ask us, mommy or daddy, what did you do in the great
warming, to respond with pride: We led.

Thank you very much.

The CHAIRMAN. Thank you, Mr. Pope.

[The statement of Mr. Pope follows:]
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I Introduction
Dear Mr. Chairman, members of the Committee:

I am Carl Pope, the Executive Director of the Sierra Club. The Sierra Club is America’s
oldest and largest grass-roots, citizen environmental organization. We represent 1.3
million members and supporters; we have been addressing issues of energy policy since
1970. Most recently we originated the petition to the Environmental Protection Agency
which resulted in this month’s Supreme Court decision that global warming is an
environmental problem subject to the Clean Air Act.

It is an honor to appear before you today, to address one of the most important challenges
facing our nation and the world; how to prevent global warming and climate change from
devastating the future. I believe that the work of this Select Committee has the potential
to go down as the moment when the federal government pivoted from laggard to
leadership on the issue of global warming.

America has already pivoted. More state, local and grass-roots leadership is being
demonstrated on a smart and secure energy future than I have seen on any environmental
question since the early 1970’s. But Washington has not caught up, either with the need
or with the American people — that is your challenge.

I1. Climate Change Has Historically Been a Major Source of Global Insecurity

Today’s hearing addresses the national security implications of global warming. Lincoln
said that slavery “somehow” caused the Civil War. In our hearts, we all know that our
addiction to oil is “somehow” responsible for the War in Iraq.

But while oil addiction is the nexus between the causes of global warming and the threats
to our national security, global warming itself is a much bigger threat to our security than
oil addiction alone would be. The irony of the recent debate about whether we should
take effective action to curb global warming is that one of the arguments from those who
would delay is uncertainty. Uncertainty about future climate patterns should not be a
reassuring argument for inaction; it should sound the alarm for urgent action. Climatic
uncertainty and instability have historically been at the root of many long range threats to
human security, and are again today.

Indeed, climate change has been one of the major sources of violence and instability
during most of human history. From the 4" century BC until the battle of Ayn Jalut in
1260 which ended the Mongol Invasion of the Middle East, world history was dominated
by climate change wars. For 1700 years the drying out of Central Asia sent wave after
wave of nomads to topple the Roman Empire, unseat Chinese dynasty after dynasty,
expel the Byzantine empire from Asia Minor, and finally topple the Arab Caliphate by
sacking, ironically, Baghdad. Attila the Hun and Genghis Khan were propelled onto the
world scene by climate change.
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HI. Developing a New Clean Energy Economy Would Solve Global Warming and
Bolster National Security by Cutting America’s Oil Dependence.

We have the solutions today to solve global warming and cut America’s oil dependence.
Putting this technology to work is critical. Both of these issues put America’s economy,
environment, and national security in jeopardy. We must, and we can, create a new clean
energy economy that reduces greenhouse gas emissions by replacing our reliance on oil
and other fossil fuels.

Both oil consumption and oil imports are growing. The United States consumes nearly 21
million barrels of oil per day. That will rise to over 24 million barrels per day by 2020
according to the Energy Information Administration (EIA).

We consume nearly 23 percent of the world’s oil, yet we sit on just 3% of the known
reserves — we can not meet our oil demand by expanding domestic drilling. As a result,
we will become increasingly reliant on imported oil. According to the EIA, we are
currently on a trajectory to import 64 percent of our oil by 2020.

Growing Oil Dependence Hurts Qur National Security.

Increasing our oil imports puts the United States at the mercy of foreign governments —~
many of which are undemocratic and oppose U.S. foreign policy. Persian Gulf countries
hold over 65 percent of the world’s oil reserves. There is a growing sense within the
national security community that America’s oil dependence puts our national security at
risk. This sentiment is expressed in stark terms in a study by the Strategic Studies
Institute of the U.S. Army War College, “America is buying billions of dollars of oil from
nations that are sponsors of, or allied with, radical Islamists who foment hatred against
the United States. The dollars we provide such nations contribute materially to the
terrorist threats facing America.”'

Growing Oil Dependence Also Hurts the U.S. Economy.

The U.S. currently sends $500,000 overseas every minute to pay for oil products.
According to the U.S. Department of Energy, price spikes from 1979 to 1991 cost the
U.S. economy about $4 trillion — nearly as much as we spent on national defense over the
same period. Each price spike in the last three decades was followed by an economic
recession.

America Must Avert the Impacts of Global Warming.

Even the US Supreme Court now recognizes that global warming is a reality that must be
confronted. The science is clear that we are causing global warming. Human activity is
responsible for the earth’s rising temperature. Burning fossil fuels like oil, coal, and
natural gas is putting heat-trapping gases into the atmosphere.

! Kraemer, Thomas D. “Addicted to Qil: Strategic Implications of American Oil Policy.” U.S. Army War
College. March 15, 2006.
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We are already seeing the impacts of global warming. 19 of the hottest 20 years on record
have all occurred since 1980. The recent IPCC report made it clear that we are
experiencing climate change, which is disrupting communities.

In order to avert the worst impacts of climate change, scientists tell us that we must
reduce global warming emissions 80 percent below 1990 levels by 2050. Unless we
begin to act now to address global warming, we will face serious consequences.

Global Warming Puts Our Economy at Risk.

According to the recently released report by Sir Nicholas Stern (Head of the UK
Government Economic Service and former World Bank Chief Economist) the total cost
to the global economy if we fail to address rising global warming emissions is $3.68
trillion. Further, the Stern report stated that we can stabilize the climate at a cost of about
one per cent of annual global output by 2050, If no action is taken, climate change will
reduce global consumption per head by between five and 20 per cent. In other words, $1
invested now can save $5 later. Solving global warming will create markets for new
clean energy technology, spurring economic investment and job creation.

Global Warming Puts Our Environment at Risk.

According to the recent IPCC report, 20-30 percent of assessed plant and animal species
on Earth are at risk of extinction if the increase in global average temperature exceeds
2.3-4.1°F (1.3-2.3°C). The IPCC report also warns that extreme weather events such as
heat waves, droughts, fires, wildfires, floods, and severe storms will become more intense
and/or frequent and we can expect & host of impacts on human health and economic well-
being. Rising sea levels threaten coastal communities and island nations. Finally, the
World Health Organization has reported that global warming is leading to at least 5
million additional cases of illness and more than 150,000 premature deaths each year.

Global Warming Threatens National Security

Climate change and disruption will put pressure on populations with scarce resources,
creating competition for those resources and sparking conflict. At the same time,
decreasing crop yields, drought, rising sea levels and other climate impacts will create
new refugee populations, further destabilizing already vulnerable regions. Over 200
million people live in coastal cities and low-lying countries which would be affected by
rising sea levels.

This was recently summarized in a report for the military prepared by Peter Schwartz of
the Global Business Network, who warned that greater climatic variability — regardless of
its details — would create enormous instability in societies already under stress. “Just look
at Somalia in the early 1990s. You had disruption driven by drought, leading to the
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collapse of a society, humanitarian relief efforts, and then disastrous U.S. military
intervention. That event is prototypical of the future.””

IV. We Have the Smart Energy Solutions Needed to Meet this Challenge

We can address global warming and cut America’s oil dependence by increasing the fuel
economy of American vehicles, expanding energy efficiency, investing in renewable
energy and clean, renewable fuels, and by setting a national cap on global warming
emissions.

We Have a Road Map for How to Respond.

In January, the Sierra Club released a report in cooperation with the American Solar
Energy Society that laid out the possibilities for aggressively pursuing energy efficiency
and renewable energy to displace carbon emissions. Written by many of America’s
leading researchers at our national laboratories and universities, it found that, simply by
exploiting existing efficiency and renewable energy technologies, we can be well on our
way by 2030 to a 60-80 percent reduction in global warming emissions that are needed.

Figure 1: Potential carbon reductions in 2030 from energy efficiency and renewable technologies and
paths to achieve reductions of 60% and 80% below today’s emissions value by 2050.
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Transportation ~ Fuel Economy & Clean Fuels

The greatest opportunity to simultaneously reduce global warming emissions and cut
America’s oil dependence comes in the transportation sector. Transportation accounts for
60 percent of U.S. oil consumption and one-third of U.S. global warming pollution.

Specifically, most of the progress can be made with passenger vehicles. Making our cars
and trucks go farther on a gallon of gas is the biggest single step we can take to cutting
our oil dependence, curbing global warming, and saving consumers money at the gas
pump. The technology exists today to make all vehicles — from sedans to SUVs to
pickup trucks — go farther on a gallon of gas.

According to a 2002 report by the National Academy of Sciences, the technology exists
today to raise fuel economy by at least 4 percent per year over the next ten years. Taking
this step would save over 3 million barrels of oil per day by 2025 — more oil than we
currently import from the entire Persian Gulf. It would also keep 523 billion metric tons
of global warming pollution out of the atmosphere each year, while saving consumers
$31 billion dollars per year in reduced gasoline costs.

‘We know that raising fuel economy standards is an effective tool to reduce U.S. oil
consumption. When Corporate Average Fuel Economy (CAFE) standards were first
adopted in 1975, they doubled the fuel economy of new vehicles within ten years.
According to the National Academy of Sciences, had Congress not taken this step, today
the United States would consume an additional 2.8 million barrels of oil per day, making
CAFE the nation’s most successful oil savings law ever passed.

The Sierra Club urges Congress to raise CAFE standards by at least 4 percent per year.
Specifically, the Sierra Club supports the Markey-Platts CAFE legislation, H.R. 1506.

In addition to improving fuel economy, we have an opportunity to expand the use of
renewable fuels, such as cellulosic ethanol. If produced correctly, cellulosic or ‘non-
food’ ethanol releases 85 percent less global warming pollution than conventional
gasoline. However, we should aggressively work through the significant economic and
technological barriers that remain to converting to cellulosic ethanol and develop realistic
targets for how large a role ethanol can play in reducing U.S. oil consumption. Increasing
fuel economy helps buy time to allow cellulosic ethanol to progress. It also will ensure
that U.S. vehicles maximize the benefit of each gallon of ethanol by using it more
efficiently. The Sierra Club urges Congress to support development of cellulosic ethanol
and other low-carbon fuels.

Renewable Energy and Energy Efficiency

In addition to the gains that can be made in the transportation sector, we can create new
clean energy sources by shifting electricity production towards greater production of
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clean renewable energy sources, like wind and solar power. At the same time, we need to
ensure that our economy becomes more energy efficient.

Over a third of US global warming emissions come from electricity production. Coal-
fired power plants are the largest source of global warming pollution in the US. While
less than 2 percent of electricity production is generated with oil, a clean and efficient
electrical grid would allow technologies such as plug-in hybrid vehicles to play a
significant role in reducing oil consumption when the technology becomes ready for the
market.

‘We recommend that Congress adopt a national Renewable Energy Standard requiring
that 20 percent of U.S. electricity come from renewable energy sources by 2020.
Already, 22 states have adopted these standards, including Texas under Governor George
W. Bush. Some of these states have requirements that exceed what has been proposed in
Congress. Minnesota recently adopted a 30% Renewable Energy Standard by 2020,
while New Jersey has a 22.5% by 2020 requirement and New York is poised to get 24%
of its electricity from renewable sources by 2013.

Developing renewable energy sources not only reduces global warming emissions, it also
spurs economic development and new jobs. The Sierra Club supports the Udall-Platts
Renewable Energy Standard (H.R. 969)

Finally, the cheapest, cleanest, and quickest way to reduce global warming emissions
from the utility sector is through energy efficiency programs. Just like renewable energy,
many states are leading the way on energy efficiency programs. The Sierra Club
supports the adoption of a nation energy efficiency resource standard (EERS) that puts
the nation’s electric sector on a dependable track toward greater efficiency, mandating
that utilities become at least 10 percent more energy efficient by 2020.

Comprehensive Global Warming Legislation

The United States must enact a comprehensive global warming policy that combines a
declining greenhouse gas emissions cap with aggressive standards for high-emission
sectors. Scientists have singled out the coming decade as a critical period in which the
nation and the world need to reverse the growth of global warming emissions and begin
to make net reductions. We believe that aggressive regulatory measures to make vehicles
more fuel efficient, accelerate the penetration of renewable energy technologies, and spur
efficiency gains in the electric and natural gas sectors are critical to responding to that
short term scientific challenge.

The Sierra Club supports a gradually declining cap on global warming emissions to
achieve an 80% reduction in emissions below 1990 levels by 2050. The U.S. government
should auction off these emission credits in order to provide an equitable and market
based mechanism to distribute allowances.
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Comprehensive legislation would send a strong message to capital markets and the
industry that there will be real constraints on carbon, helping to shift investment into low-
carbon energy technology. It is important to understand that a declining economy wide
carbon emission cap and steadily increasing performance standards in each energy sector
are both essential and mutually complementary. As General Electric’s Jeffrey Immelt
has said “the market does not work in energy.”4

The lack of innovation in the energy sector is the result of systematic market failure
within sectors, as well as the lack of appropriate internalization of the cost of pollution
emissions economy wide. Those who design and manufacture automobiles do not pay
the gas bills; those who construct houses do not pay the utility bills; in many cases
electrical utilities are allowed to pass on to the ratepayers and even make profits from the
costs of inefficiency or fossil fuel dependence, but are prohibited from making a profit
from efficiency or renewables.

We need both sector by sector reform and an economy wide carbon cap.
Liquid Coal ~ The Wrong Way to Go

The Bush Administration last week announced that it favored substituting coal based
motor fuels for those based on oil. Alexander Karsner, assistant secretary for renewable
energy at the Energy Department told the Senate, “The President is the one who has a
National Security Council report every morning that is driving his thinking on the
urgency of disglacing gasoline consumption. America should throw all of its resources at
this problem.”

Producing motor fuel from coal may look attractive to many as a way to reduce imports
of foreign oil, but its costs far outweigh its benefits. We cannot solve a problem by
making it worse. Widespread use of liquid coal will send us hurtling in the wrong
direction on global warming — most likely doubling the emissions from every car that
uses coal liquids.

While the Sierra Club has serious concerns that carbon capture and sequestration is
technically feasible, even if it were mandated and worked for any and every liquid coal
plant, production and use of the fuel would result in a 4-15 percent increase in global
warming gases over and above that emitted in the current petroleum fuel cycle.

4 Friedman, Thomas L. “The Power of Green.” The New York Times. April 15, 2007,
® Efstathiou Ir., Jim. “Bush Presses for Coal Liquids to Cut Gasoline Use” Bloomberg. April 12, 2007.
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Without mandatory and effective carbon capture and storage from day one at liquid coal
plants, the technology is a global warming nightmare.

Figure 2 — Comparative Greenhouse Gas Emissions by Fuel Type(’

Percent Change in GHG Emissions

52

In addition to taking the country backwards on global warming emissions, liquid coal
does not make economic sense. According to the Department of Energy, an individual
liquid coal plant would cost approximately $7 billion. As a result, creating a commercial
scale liquid coal industry would be incredibly expensive. Since the industry is already
looking to Congress for loan guarantees and guaranteed markets, liquid coal would end
up costing American taxpayers billions and billions of dollars. This is an irresponsible
use of taxpayer dollars when there are cleaner, cheaper, and more effective solutions to
America’s oil dependence.

If coal is used to generate electricity, and the carbon emissions from the power plant are
captured and sequestered, then indeed by being used in a fleet of plug-in hybrids
America’s coal reserves — if responsibly mined and cleanly burned — can become part of
the solution to both global warming and oil imports. But not by being turned into coal
liquids.

¢ U.S. EPA. Office of Transportation and Air Quality. Greenhouse Gas Impacts of Expanded Renewable
and Alternative Fuels Use. EPA420-F-07-035 April 2007
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V. Conclusion

Congress has an important role to play in developing policies that will cut America’s oil
dependence and curb global warming. This Committee has the opportunity to lead
Congress in carrying out that role.

Congress should act now to raise fuel economy standards, invest in renewable energy and
energy efficiency, move forward on clean, renewable fuels, and adopt economy-wide
caps on global warming emissions.

When I was growing up I used to ask my father — repeatedly, “Daddy, what did you do in
the war?” Children borne today may turn to us and ask, “What did you do in the
Warming?” Iurge this Committee to lead us all towards an answer that we can give with
pride — that America led the world back from the precipice of climate collapse and
climate conflict.

10
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The CHAIRMAN. Next we are going to hear from Vice Admiral
Dennis McGinn who served in the United States Navy for 35 years,
where he commanded aviation squadrons in the Coral Sea, the air-
craft carrier USS Ranger in the Western Pacific and the Indian
Ocean, and rose to become commander of the U.S. Third Fleet in
the Pacific.

In 2000 Admiral McGinn became the Pentagon’s first deputy
chief of Naval Operations, Warfare Requirements and Programs.
Upon retirement he joined Battelle as Vice President for Strategic
Planning. Welcome, Admiral. Whenever you are ready, please
begin.

STATEMENT OF VICE ADMIRAL DENNIS McGINN, USN, (RET)

Admiral McGINN. Thank you, Mr. Chairman, Mr. Sensen-
brenner, members of the committee. It is an honor for me to appear
along with my fellow witnesses at this inaugural hearing of this
very, very important panel. I believe that our dependence on oil in
general and, in particular, imported oil from unstable areas of the
world does in fact constitute a national security threat and one
that is growing every day.

Our Nation uses 25 percent of the world oil supply on an annual
basis. We have, a best estimate, about 3 percent of the oil reserves
in the world. If we were to make a sudden discovery of a new oil
reserve tomorrow and doubled that reserve to 6 percent, we
wouldn’t be much better off.

So when we start looking for solutions that try to get us other
sources of oil from domestic sources, we have got to recognize that
it is only a very, very marginal improvement in the situation of our
dependence on oil.

If you consider that in October of this year our Nation’s popu-
lation passed 300 million, the world’s population passed 6.5 billion,
and those numbers are going up. If you multiply those numbers by
per-capita energy consumption, particularly in emerging areas of
the world like China and India where they have a very understand-
able expectation of a higher quality of life and a higher economic
outcome, it is not a sustainable situation for us to continue to use
oil and hydrocarbon-based energy at the rate that we have been
during this very successful age of oil that has brought us to today.

Additionally, in addition to our concern from a national security
perspective on dependence on foreign oil and our nonsustainable
consumption rate of oil based against reserves, the production of
the byproducts of oil, greenhouse gases, does in fact constitute a
national security threat. It is one that we are seeing today in cer-
tain manifestations and it is one that I can guarantee will get
greater and greater with each passing year. It is only a matter of
time.

Taken in combination, the fact that we have a national security
threat due to oil dependence and the fact that we have a national
security threat that exists today and will grow inevitably in coming
years makes this a very, very great challenge for the American peo-
ple. It is a challenge that has been described as one fitting a solu-
tion like the Apollo Program or the Manhattan Project or the New
Deal. I believe that there are aspects of all of those programs that
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could be applied to meeting America’s energy challenge and envi-
ronmental challenge.

But I think that we need to get started now and we need to do
that in a very, very balanced way. There is no silver bullet solu-
tion. There is not any specific form of renewable energy that is
going to lead us out of this dependence on oil. There is no energy-
efficiency technology, taken in and of itself, that will suddenly re-
duce our greenhouse gas production nationally and globally.

It is the right kind of technologies, the right kinds of solutions,
taken in combination with the right kinds of national leadership
and policy that will allow us to meet this challenge. And it isn’t a
challenge that I view negatively; it is a challenge that I think has
tremendous potential for great outcomes.

It isn’t zero sum; if we solve our dependency problem, then we
must lower our economic standard of living. If we suddenly reduce
our emission of greenhouse gases, we must accept a reduction in
our quality of life. It is in fact an opportunity, a challenge that cre-
ates enormous opportunities for our economy in producing different
forms of energy and renewable, different technologies and different
procedures for squeezing every bit of good economic output out of
every unit of electric energy or liquid fuel for transportation, and
iiil is a challenge that creates the opportunity for true global leader-
ship.

The United States has been very, very blessed by the age of oil.
The age of oil is not sustainable. We can lead into the next age of
clean and abundant energy which will solve enormous challenges
not just in our own borders but throughout the world.

Mr. Chairman, I would like to submit my written testimony for
the record and I look forward to your questions.

The CHAIRMAN. Without objection, it will be included in the
record. I thank you, Admiral, very much.

[The statement of Admiral McGinn follows:]
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Statement of Vice Admiral Dennis McGinn, USN, Retired,
House Select Committee on Energy Independence and Global Warming

Hearing on the Geopolitical Implications of Rising U.S. Dependence on Imported Oil and Rising
Global Temperature. Washington, DC, April 18, 2007

Mr. Chairman, Members of the Committee, Ladies and Gentlemen, it is an honor to appear
before you today to discuss these critically important topics of energy independence and global
warming. Thank you for the opportunity to share my views which are based on over thirty-five
years of service to the Nation in the United States Navy and as a senior executive involved on a
daily basis with the science and technology of energy, transportation and the environment.

The rationale and urgency for holding this important hearing was clearly underscored by the
world’s leading scientists earlier this month in their warning to the world that we have ten years
to change our collision course with global warming catastrophe.

Today, I'd like to talk about the national security impacts of our oil dependency right now, and
not just in ten years.

Our continued dependence on oil constitutes a clear and present danger to our
national security — economically, militarily and diplomatically.

¢ Data from the Energy Information Administration indicates that we imported about 60
percent of our oil and other petroleum products in 2006. Last year alone, our net imports
were more than 12 million barrels per day.

* The United States consumes 25 percent of the world’s annual petroleum production and
depends on oil to supply 97 percent of its transportation fuels. Yet the U.S. holds only 3
percent of the world's oil reserves, while two-thirds of reserves are situated in that core of
global instability, the Persian Gulf.

e As akey member of the global economic community, we must rely on foreign energy
sources, with many of them hostile and in unstable regions, to provide us with our
economic lifeblood and quality of life.

e Qur burgeoning demand for oil weakens U.S. diplomatic leverage around the globe,
burdens our armed forces and leaves the U.S. vulnerable to unstable or hostile regimes.

U.S. oil dependency weakens U.S. leverage, undermines foreign policy and leaves us
vulnerable to unstable or hostile regimes.

* According to a new Rice University study, 77 percent of the world’s 1.148 trillion barrels
of proven reserves are in the hands of the national companies; 14 of the top 20 oil-
producing companies are state-controlled.”
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With oil at $60 a barrel, $500,000 a minute is flowing out of our country, increasing our
trade deficit, and putting money into the hands of some regimes that are hostile to our
interests.

Last year Iran's supreme leader, Ayatollah Ali Khomeini warned that "if the Americans
make a wrong move toward Iran, the shipment of energy will definitely face danger and
the Americans would not be able to protect energy supply in the region.” "

In the southern hemisphere, we seem to be on a collision course with Venezuela’s
President Huge Chavez over access to some of the most coveted energy resources outside
the Middle East. Chavez represents a direct threat to the advances of democracy and free
markets in our Hemisphere. The false promises of his populist appeal in Latin America
have been compared with the pan-Arabism of Col. Muammar el-Qaddafi of Libya two
decades ago. ™

Terrorist networks have openly called for and carried out attacks on the global oil
infrastructure because they know oil is the economic lifeblood of the U.S.

U.S. oil dependency burdens our military forces and exacts a huge price tag in protecting
sea-lanes, military bases of operations and maintaining continuous high level of forward
presence

Our fine men and women in the Armed Forces serve our nation with honor, protecting
American interests throughout the globe. The major focus of their activities for nearly
thirty years has centered in the Middle East, a region from which so much of the
instability, strife, root causes of terrorism and Arabian Gulf oil flow.

The October, 2000 terrorist attack on the USS Cole, while on a refueling stop in Yemen,
was a tragic reminder of the convergence of oil, instability, terrorism and the need for
ever vigilant presence by American servicemen and women who are forward deployed.

Recent energy-market disruptions and increasing awareness of the vulnerability and
insecurity of supplies world-wide have added urgency to the U.S. military's efforts to
curb its use of oil and other fuels. ™

One study estimates that in peacetime the “true” cost of oil in a given year is $800 billion
dollars, assuming 2004 oil prices.

Retired Air Force General Charles Wald estimates that if the true cost of military security
were incorporated into the price of gasoline, we would be paying between $6.50 and $7 a
gallon.

The economic impact of our oil dependency threatens national security
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s We lose $25 billion from our economy every month, and oil imports now account for
nearly a third of the national trade deficit. Our economy is exposed on a daily basis to oil
price shocks and supply disruptions.

¢ Every event overseas — Iran’s capture of British soldiers, Nigeria rebels warn of attacks
on oil industry ~ causes our stock market to roil.

» There are nightmare scenarios — likely more than conjecture at this point - that are
already having an impact on our economy. The Wall Street Journal recently wrote about
oil traders’ concern over an obstruction of oil traffic through the Persian Gulf. Under the
scenario, Iran, in a bid to preempt or respond to U.S. military action, closes the Strait of
Hormuz, the Persian Gulf chokepoint through which 20 percent of the world's oil supply
passes. The consequence would be swift: by most experts' reckoning, oil prices would
soar to $100 a barrel and even higher, potentially plunging the world economy into a
depression. *

= A Wall Street Journal survey of economists found strong support for government
intervention in the transition away from fossil fuels. When asked to pick the greater
geopolitical threat to the economy, by nearly a 3-to-1 margin the economists chose a
disruption in crude oil supplies caused by tensions in the Mideast over the impact on
spending and confidence that could follow a major terrorist attack. ¥

Our oil consumption puts money in pocket of terrorists

* Former Republic National Committee Director of Communications Clifford D. May
wrote, “Every time we fill the tanks of our cars with gasoline we put money in the
pockets of terrorists intent on killing Americans.” ™ (SHNS) Diversity can Pave 1/25/07

There is great urgency to reverse our dependence on oil

The urgency is two-fold. As a result of our increasing oil consumption: 1) Our dependency on
unfriendly regimes is increasing not decreasing; 2) The impacts of global warming emissions, if
not swiftly and significantly reduced, will have profoundly negative national security impacts.

The world oil supply is tightening as demand surges leaving little elasticity in a very volatile
market and creating increased U.S. reliance on the Middle East.

* Energy analysts expect global oil-demand growth to surge this year to an additional
1.39 million barrels a day from growth of 800,000 bpd in 2006, according to a new
Reuters’ poll. OPEC’s biggest producer, Saudi Arabia, may be incapable of raising its
production any time soon. ™"

*= Government data shows U.S. crude and gasoline stockpiles are much lower than
analysts had forecast. ™
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Oil analysts say that the market has not fully recognized the constraints on oil supply in
Venezuela, Iran and Kazakhstan. Other factors favoring higher prices: rapidly rising
demand in China and India, and the location of much of the world’s oil reserves in
politically volatile and unstable countries. *

Mexico’s oilfield Cantarell -- one of the largest offshore oil fields ever found -- is dying,
losing a staggering one-fifth of its production, with daily output falling to 1.6 million
barrels from two million within the last year. Cantarell, which currently produces one of
every 50 barrels of oil on the world market, is fading so fast analysts believe Mexico may
become an oil importer in eight years. ™

The continued deterioration of the world’s second-biggest field by output puts pressure on
prices on the global oil market, where supplies are barely keeping up with growing
demand as it is. QOur growing dependence would leave the U.S. even more dependent
on Middle Eastern supplies -- and that much more vulnerable to political turnult in
that region. ™

Some predict we will reach peak of oil production within a few years, others say peak
oil won’t arrive until 2030 or later. In either case, our demand is going in the opposite
direction while oil is getting harder and more expensive to extract.

OPEC, which added Angola as its newest member this year, will likely see its clout
reinforced in coming years as it is poised to control more than 50 percent of the oil
market in coming years, up from 35 percent today. ™

The threat of climate change is a national security matter

Climate change acts as a threat multiplier for instability in some of the most volatile
regions of the world.

The Center for Naval Analysis (CNA) this week released a report contracted by the
federal government warning that in the national and international security environment,
climate change threatens to add new hostile and stressing factors. On the simplest level,
it has the potential to create sustained natural and humanitarian disasters on a scale far
beyond those we see today. The consequences will likely foster political instability
where societal demands exceed the capacity of governments to cope. ©¥

Not only will global warming disrupt the environment, but its effects will shift the
world's balance of power and money.™

The world’s leading scientific panel on climate change -- including more than 200
scientists and officials from more than 120 countries and the U.S. -- released its most
detailed portrait on the impacts of human induced climate change, predicting widening
droughts in southern Europe and the Middle East, sub-Saharan Africa, the American
Southwest and Mexico, and flooding that could imperil low-lying islands and the
crowded river deltas of southern Asia. ™"
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»  Without action to curb carbon emissions, man's livable habitat will shrink starkly, said
Stephen Schneider, a Stanford scientist and IPCC report author. "Don't be poor in a hot
country, don't live in hurricane alley, watch out about being on the coasts or in the Arctic,
and it's a bad idea to be on high mountains with glaciers melting." "We can fix this," by
investing a small part of the world's economic growth rate, said Schneider. "It's trillions
of dollars, but it's a very trivial thing." **"

* James Hansen, a pioneering climate researcher at NASA's Goddard Institute and at
Columbia University, says, "If human beings follow a business-as-usual course,
continuing to exploit fossil fuel resources without reducing carbon emissions or capturing
and sequestering them before they warm the atmosphere, the eventual effects on climate
and life may be comparable to those at the time of mass extinctions.” """

Ignoring global warming undermines U.S. international leadership and influence

» The United States will emit about 20 percent more greenhouse gases by 2020 than it did
in 2000, according to a draft report that the Bush administration was scheduled to
submit to the United Nations a year ago. "

* The harmful effects of global warming on daily life are already showing up, and within
a couple of decades hundreds of millions of people will not have enough water,
according to the authoritative IPCC. “Things are happening and happening faster than
we expected,” said Patricia Romero Lankao of the National Center for Atmospheric
Research, a report co-author. ™

Climate change, national security, and energy dependence are an interrelated set of global
challenges. As President Bush noted in his 2007 State of the Union speech, dependence on
foreign oil leaves us more vulnerable to hostile regimes and terrorists, and clean domestic energy
alternatives help us confront the serious challenge of global climate change. Because the issues
are linked, solutions to one affect the other, Technologies that improve energy efficiency also
reduce carbon intensity and carbon emissions,

Without swift and serious legislative action and investment, the U.S. will continue barreling

headlong toward the catastrophic national security, economic and human suffering effects of
climate change.

Key principles for reducing oil dependence and greenhouse gas emissions

First and foremost, the size and speed of the solution must match the size and speed of the
problem.

We must solve our oil dependency problem within the context of global warming — to do
otherwise would be at the risk of our national security.

The solution must include market and mandates. We cannot do one without the other



88

Key players in the global market are already responding to their perception of regulation
certainty. The right kind of regulations can create certainty and spur the market to a
much more stable and productive future. Leading international businesses, investors and
industry sectors recognize this fact and are asking for market certainty through an
effective, long-term cap on emissions.

The Electric Power Supply Association, representing one-third of U.S. power generation
and some of the biggest global warming pollution emitters, concluded it is likely to get
hit with a U.S. emissions cap whether it wants it or not and that it behooves it to try to
shape eventual policy. ™

ConocoPhillips recently became the first U.S.-based oil company to join ten of the
nation’s largest companies, including GE, DuPont and Duke Energy, to call for
mandatory cuts in global warming emissions. Such action likely means higher costs for
these companies, but they fear the Administration’s failure to engage will leave them
with a hodgepodge of state and foreign restrictions. ™"

A well-structured cap and trade system would have modest economic impacts, but would
create new industries and jobs and put the U.S. on the cutting edge of what will become a
multi-billion dollar clean energy and environmental technology market.

The solution must include upstream and downstream performance standards for cars and
trucks, whether by CAFE or by tailpipe emissions standards. Significantly improved
standards are good for reducing oil dependency AND greenhouse gas emissions, as well as
for improving consumer value and automakers’ competitiveness.

Vehicles are the source of 20 percent of U.S. greenhouse gas emissions and 40 percent of
our oil dependency

By mid-century, the world's vehicle population is expected to reach 2 billion, almost
triple the current figure. To keep global vehicle emissions near today's levels, the average
fuel economy of cars and trucks would have to rise to about 60 mpg in 50 years or less,
according to calculations by the Carbon Mitigation Initiative at Princeton University, a
research effort funded in part by Ford. ©"

In addressing this challenge, we must include performance standards for fuels BUT also
must include vehicle performance standards — whether fuel economy or greenhouse gas
tailpipe emissions standards — for both the oil industry AND the auto industry.

Corporate Average Fuel Economy Standards (CAFE) werk.

After Congress set fuel economy standards for vehicles in 1975, our dependence on oil
imports decreased very quickly from 46 percent in 1977 to 27 percent in 1985, while
consumers saved billions at the pump.

Ten years of CAFE saved the U.S. billions in oil and money. Without standards that
forced automakers to increase fuel economy from the 1975 level to today’s 25 mpg, we
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would be using an additional 80 billion gallons of gasoline on top of the 140 billion
gallons we will use this year. That would represent an increase in oil demand by 5.2
million barrels of oil per day, or a 25 percent increase in our oil addiction. At today’s
average price for regular gasoline, about $2.50 per gallon, that represents $200 billion
dollars saved.

Even today, these standards continue to save nearly 3 million barrels of oil per day,
according to the National Academies of Sciences. Since 1985, however, fuel economy
has been stagnant and our imports have grown.

IF CAFE hadn’t stalled, the U.S. would have saved billions more in oil and dollars,
especially in light of tremendous advances in technology available to improve fuel
economy.

The United States is falling behind other nations pushing for better fuel economy as
concerns mount over global warming. Even China, oft touted as the reason why the U.S.
shouldn’t act, has tougher fuel economy standards.™"

Yoluntary action dees not work.
Because the automakers did not meet voluntary agreements to reduce greenhouse gas

emissions, the European Commission in Brussels is moving mandate automakers to limit
carbon-dioxide emission to an average of 130 grams per kilometer for all new cars by
2012. %%

Performance standards could restrict emissions rather than mileage.

Performance standards could follow California’s lead by restricting the greenhouse gas
emissions from tailpipes. Together, the populations of “"clean car states” now account for
more than 30 percent of the nation’s market for new vehicles. Maryland’s legislature
recently joined the list of states adopting California’s standard. ™"

Performance standards accomplish energy savings and pollution reduction benefits
without heavy taxpayer support or the government telling consumers how to behave.

Clean energy performance standards save consumers money and create new jobs.

Our federal appliance and equipment standards will save consumers about $230 billion
by 2030 -- $2,300 per household. ™™

Automakers have spent the past twenty years using similar technologies to nearly double
power and increase weight by twenty-five percent instead of increasing fuel economy. ™™

James Hansen of NASA's Goddard Institute and at Columbia University, says that the
biggest obstacles to avoiding greater climate disaster are utility plants and motor vehicles
that use too much fuel. "Automakers oppose efficiency standards and prominently
advertise their heaviest and most powerful vehicles, which yield the greatest short-term
profits.” **

Americans do not have to sacrifice safety, comfort or utility in their vehicles in order to
achieve much greater fuel economy. The technology advances that have been used for
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power and weight, which can now be directed to fuel economy. Data in the 2002 report
by the National Academies of Sciences on CAFE indicate that the technology exists to
reach 37 mpg in a fleet of the same make-up as the NAS analyzed, even ignoring hybrids
and cleaner diesels. "™

e Paul Portney, chair of the NAS committee, noted that, “It might be possible to meet more
stringent fuel economy standards at lower costs than the committee foresaw.” ***

e Dr. Walter McManus, a former GM market analyst now at the University of Michigan,
reported recently that if U.S. automakers increased their energy efficiency to
accommodate increasingly conservation-minded customers, they could collectively
increase profitability by $2 billion in model year 2010. Following their current plans, Dr.
McManus concluded, they are projected to lose $3.6 billion that year. "

The dilemma the Detroit automakers face is that while they may believe that they cannot afford
to make fuel economy a high priority, in actuality, it turns out that they cannot afford not to. In
the meantime, they continue to churn out vehicles that increase our nation’s addiction to oil — an
addiction even President Bush has said compromises national security in both economic and
political terms.

Biofuels are not a silver bullet — they are part of the solution - but not THE solution.

Corn ethanol impacts are greater and benefits are fewer than other biofuels.

* The Proceedings of the National Academy of Sciences (PNAS) published the first
comprehensive analysis of the full life cycles of soybean biodiesel and corn grain ethanol
that shows biodiesel has much less of an impact on the environment and a much higher
net energy benefit than corn ethanol, but that neither can do much to meet U.S. energy
d eman .XXXW

¢ Responding to the “ethanol boom”, comn prices, 75 percent of the cost of ethanol, have
doubled in the past six months to more than $4 a bushel and may head higher still.™"

® Soaring prices for farm goods, driven in part by demand for crop-based fuels, are pushing
up the price of food worldwide and creating a new source of inflationary pressure. If the
trend gathers momentum, it could contribute to slower global economic growth. ****

= Vehicles powered by ethanol get 20-30 percent fewer miles per gallon than they do with
gasoline, so in order to reduce spending at the pump any renewable fuels mandate must
be coupled with significant improvements to auto fleet efficiency. **""

» At present, only a tiny fraction of U.S. service stations enable a driver to fill up with
ethanol, in part due to resistance from oil companies. Although some oil executives voice
enthusiasm for alternative fuels, oil-company policies make it harder for many service
stations to stock a fuel called E85. ™™™

= Without tighter fuel economy standards, and before ethanol fuels become widely
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available, the more flex-fuel cars and trucks that are produced, the more gasoline is
consumed, thereby dramatically increasing greenhouse gas emissions and deepening the
country's dependence on petroleum. Union of Concerned Scientists estimates that without
the flex fuel loophole in place, the U.S. would have burned 4 billion fewer gallons of
gasoline since 1998, "

An unprecedented 1.5 million alternative fuel automobiles were sold in 2006, surpassing
automaker sales' expectations by 50 percent, and bringing the total number of flex-fuel
vehicles on U.S. roads to 10.5 million. ™

The automobile industry's preferred options call for conversion to biofuels, requiring
them to make relatively low-investment modifications to existing technology. This
shortsighted approach will not create the macro solutions needed to address both oil
dependency and climate change perils.

The bottom line is we need an approach to vehicle fuel economy that incorporates both upstream
fuel choices AND downstream vehicle efficiency.

Coal to liquid is not a solution: this process increases global warming emissions and
endangers public health.

Coal-to-liquid fuels are embraced in the president’s proposal. While they may reduce
reliance on oil, making the liquid coal fuels and burning them exacerbate global
warming. ™

Coal-based transportation fuels would result in double the global warming pollution per
gallon of fuel as compared with the petroleum-based fuels we use today. The EPA’s own
recent analysis confirming that liquid coal would result in 100 percent more emissions
than gasoline. "

Even with carbon capture and disposal at the production end, liquid coal fuels would still
result in nearly ten percent more global warming pollution overall.

Building a liquid coal fuel industry is expensive and would come at the expense of
taxpayer subsidies, while potentially leaving private investments stranded in a technology
that has no competitive edge in a carbon-constrained market.

An 80,000 barrel per day liquid coal plant could cost as much as $7-8 billion. Federal
subsidies that support liquid coal would unfairly tilt the playing field away from clean,
renewable fuels and reward a mature industry, rather than supporting cutting edge clean
fuel and energy efficiency technologies.

Every public or private dollar invested in liquid coal is a dollar unavailable for
investment in efficiency, renewable energy resources, public transportation and consumer
incentives that will yield real reductions in global warming pollution.
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e Liquid coal fuels would also exacerbate the public health, land and water impacts of coal
mining and transport, potentially resulting in doubling of coal mining in the U.S.

We must reduce oil dependence and global warming pollution together. Since transportation
accounts for a third of U.S. global warming pollution, solving the problem will require a
transition toward Jower-carbon fuel alternatives and more efficient use of whatever fuel goes in
the tank. Therefore, any new fuel we make available at the pump should have a significantly
better greenhouse gas emissions footprint than the fuels we use today.

The American people, and Michigan citizens, specifically, want the government to take
action to reduce greenhouse gas emissions and increase fuel economy.

» A new Gallup poll shows overwhelming support to strengthen government restrictions on
greenhouse gas emissions and to spend more taxpayer money to develop alternative
energy sources, with 79 percent supporting higher auto emissions standards. ™

» The latest Detroit Free Press-Local 4 Michigan Poll shows a majority of Michigan
citizens favor higher fuel economy standards for cars and trucks, with some supporting
increases to 40 miles per gallon or more. Many would pay hundreds of dollars extra for
more efficient vehicles. When asked how much they would be willing to pay for an 8-
m.p.g improvement in fuel economy for vehicles similar to what they drive now, 47
percent said they would pay $1,000 to $2,000 more, and 20 percent said $500 to $700. ™

» At least 300 bills have been filed in 40 states that address heat-trapping gases and climate
change in some form, according to the National Conference of State Legislatures.
*MONYT) PP Bush Spits with Congress 4/4/07

Policy Recommendations

We can no longer afford an energy policy that undermines our national security by funneling
billions of dollars to our enemies around the world, and continues to increase emissions of heat
trapping gases that cause global warming. Our oil dependence and global warming problem
require immediate and comprehensive action from Congress in order to address both challenges
together.

Scientists warn that we have only a short window for action to prevent catastrophic global
warming. Delay -- as many recent economic studies reveal in sharp relief -- would make
emissions reduction more difficult and more costly than action now.

To address both challenges together we need both an economy-wide cap on global warming
pollution that will provide long-term certainty and guarantee emissions reductions, as well
as sector-specific strategies to jump-start emissions reductions. In the case of the
transportation, sector performance standards for vehicles and fuels, in addition te a cap,

10
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are essential to guarantee meaningful oil savings, and thereby benefits to our national and
economic security.

In the immediate term, I urge the Congress to:

¢ Enact an economy-wide, long-term declining cap on emissions from all sectors that

would reduce global warming pollution by 2 percent per year from current levels,

reaching an 80 percent reduction by 2050. This is the greenhouse gas emission reduction

level that scientists advise is necessary to prevent catastrophic global warming.

=> The Wall Street Journal editorialized, “By far the biggest question, however, is

where the cap is set. The trading of emissions credits does nothing to lower the
quantity of emissions — it merely shifts around the right to emit. It’s the cap that
sets the amount of CO2 put into the air. ... When the EU started emissions trading
in 2005, the price of a ton of CO2 quickly tripled before cratering when
participants realized that the cap hadn’t been set low enough to create a genuine
shortage.” ™™

o In conjunction with an economy-wide cap, raise vehicle fuel economy standards to at
least 35 miles per gallon by 2018 — the level recommended by the National Academies
of Sciences and consistent with the President’s proposal of 4 percent per year
improvement. By making this level of improvement binding, rather than leaving it up to
the administration, we could save as much oil as we currently import from the Persian
Gulf, benefiting our economy and our long-term strategic interests.

=> Congress should follow key steps to realize oil savings and emissions benefits
from available vehicle technology:

e Require at least 35 mile per gallon fuel economy for cars and
light trucks by 2018, and regular rate of improvement thereafter

¢  Give the administration flexibility to restructure the standard, but
do not leave goal-setting up to the administration

e Provide consumers and/or automakers with economic incentives to
invest in technology for increasing fleet wide fuel economy

o FEstablish a low-carbon performance standard for transportation fuels that will reduce
the carbon content of our fuel mix over time. This will ensure that fuel providers share
the obligation with auto companies in reducing emissions, and that investment flows
toward cleaner, sustainably made fuel, rather than dirtier fossil fuel alternatives.

= Governor Schwarzenegger recently proposed such a standard in CA,
requiring fuel providers to reduce the carbon intensity of their fuel mix
by 10 percent by 2020. This is a good model for the federal level, since it
is technology neutral and lets the market decide which low-carbon fuels
are most viable.

11
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Current congressional preposal will have significant impact on eur oil dependency.
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As the chart below shows, while a 4 percent per year path would still leave us 7 years behind
Australia, 9 years behind China, and more than 15 years behind the European Union, the 4
percent per year path would cut oil dependence, slow global warming, and save consumers

billions at the pump.
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reduce global warming pollution:

¢ Establish a Renewable Electricity Standard (RES) requiring 20 percent of electricity to be
produced from renewable energy by 2025.

¢ Establish Energy Efficiency Resource Standard, so electric and natural gas utilities save a
certain percentage of the energy they sell through energy efficiency.

o Extend tax incentives for gnergy efficiency and renewable energy, using performance-
based incentives that reward actual environmental benefits. These incentives should be
provided in a manner that will have a positive, predictable and long lasting effect on the
implementation of policies and the deployment of technologies that will make a
measurable difference.

Conclusion

Our actions as Americans cannot stop with these measures. As noted earlier - THE SIZE AND
SPEED OF THE SOLUTION MUST MATCH THE SIZE AND SPEED OF THE PROBLEM.

Throughout our history, Americans have successfully met critical challenges in both war and
peace. Building a new, clean energy economy has become one of the great challenges of our
time. Together we can move our Nation toward clean and secure energy supplies with policies
that promote energy efficiency and the greatly increased the use of renewable energy. As we
have in our Nation’s past struggles, dedicated and concerned Americans from every part of the

13
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country will play a key role in decisively winning the energy victory, both as citizens and as
consumers.

‘We have ten years to reverse course — our Nation’s security depends on the swift, serious and
thoughtful response of our elected leaders in Congress.

Thank you.

EZ 2 2323
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