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Introduction

Just over a quarter century ago, America
launched the first wave of national laws
and regulations aimed at protecting our

environment. While largely successful, these
rules and bureaucratic systems now show
clear signs of age. We face a formidable array
of new environmental challenges; yet debate
in Washington centers on old agendas rather
than on new priorities, old antagonists rather
than new partnerships, and old rules rather
than new incentives. It is time for dramatic
change—for a second generation of environ-
mental policy designed to tackle the new
environmental challenges, make difficult
choices among competing values, and pre-
serve the environmental gains already
achieved. This statement sets forth a new
vision and strategy for protecting the en-
vironment and conserving our natural re-
sources  wi th pr inc iples  to  guide our
actions, and an agenda designed to set the
wheels of change in motion.

New Challenges

The new environmental challenges we face
today—indoor pollution, toxic chemical ef-
fects on reproduction, and the degradation

of natural systems supporting human well-
being, from ozone depletion and global cli-
mate change to the destruction of habitat and
loss of biological diversity—were largely un-
recognized 25 years ago.1 Yet we also must
confront old problems that have yet to be
solved—polluted water and air, farm and sub-
urban runoff, and exposure to chemicals in
factories and on farms.2

The good news is that in facing these chal-
lenges, Americans are drawn together by the
shared value of a healthy environment now
and for future generations. Citizens and com-
munities have become better informed, our
local and state governments are now more
competent, industrial leaders are generally
more responsible, and our scientific and tech-
nological capacities are much greater than
when Congress enacted the first generation of
environmental legislation. The bad news is that
we are saddled with a regulatory system that
cannot deliver the environmental progress on
these challenges that most Americans seek at
acceptable economic and social costs.

The new environmental agenda demands
more effective and efficient tools than those
designed to solve the old problems. End-of-
the-pipe technology mandates placed on in-
dustry—the work horse of existing pollution
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control law—cannot deliver the next big bang
of environmental benefits. Nor can we con-
serve natural habitats simply by having the
federal government buy more land.3 Instead,
as a society we must undertake basic changes
in the ways we use land, grow food, exploit
energy, produce goods, and transport our-
selves and our products.

This will require new terms for environ-
mental debate, terms that can supersede the
old contests between “us and them,” pitting
communities against corporations and devel-
opers. Today’s problems arise from the every-
day activities of all of us, as consumers and
producers, which top-down regulation from
Washington simply cannot encompass. Our
task is to devise new ways of equipping
people and communities to take more respon-
sibility for conserving resources and harmo-
nizing the demands of work, consumption,
and the natural environment.

Legacy of the First Generation
of Regulation

Between 1970 and 1990, the United States put
in place a complex and powerful national
regulatory system to protect our environment
and natural resources; states followed the fed-
eral lead and created complementary sys-
tems.4 This first generation of laws and
regulations rely primarily on a “command
and control” approach, requiring business
and local government to adopt federally pre-
ordained technological solutions to reduce
pollution and manage resources.5 These laws
emphasize control of pollution after it has
been produced and conservation of species
after they are endangered, and direct state
and local governments to play by federal
rules. Finally, each law focuses on a single
issue, so that the system misses important
connections to other environmental and eco-
nomic values and choices.

This first generation of laws has produced
genuine progress and innovation. Even as the
American population and economy have
grown, placing greater demands on the envi-

ronment, water and air quality have im-
proved dramatically in many places and in
most others did not worsen. Cleaner air has
brought enormous health benefits worth tens
of billions of dollars more annually than the
cost of those controls.6 Industry has substan-
tially reduced its use of toxic chemicals and
ozone-depleting chlorofluorocarbons.7 Rivers
through major cities that were once too dirty
to fish or swim in have been revived.8 Migra-
tory bird populations have rebounded after
two decades of decline.9 The loss of wetlands
has slowed.10 And, perhaps the most impor-
tant legacy of all, the success of these laws
galvanized a durable public consensus for
strong environmental protection.11

Why Change is Necessary

The success of these laws, however, speaks
mainly to problems of the past. As new envi-
ronmental challenges beckon, we can no
longer afford the misallocation of public and
private resources which is an unintended
consequence of command and control man-
dates, the continuing failure of Congress and
the Administration to set reasonable goals
and priorities, and the distance between cen-
tral regulators and local problems. The flaws
of the current system undermine the public
consensus needed to address the complex
array of new challenges.

A few examples illustrate the scale of mis-
allocation: Because of split jurisdictions
within the appropriations committees, Con-
gress haggles over whether to cut an addi-
tional $114 million in the enforcement
budget for the Environmental Protection
Agency (EPA), while $10 billion in environ-
mental spending by the Departments of De-
fense (DOD) and Energy (DOE) remain
outside the bounds of the current debate.12

DOE’s environmental budget alone is about
the same as the entire EPA budget.

Congress has spent years wrangling over
the numbing complexities of Superfund, a
dysfunctional program which affects only
about 5 percent of the $135 billion spent
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publicly and privately each year for pollution
control.13 Further, while 90 percent of the
roughly $50 billion spent annually under the
Clean Water Act goes to technology controls
on point sources of pollution like factories
and treatment plants, in most watersheds the
greatest remaining threat to water quality
comes from more diffuse sources like drain-
age from agricultural lands and urban devel-
opment.14

The existing system of laws and regula-
tions has already scored most of the easy
gains. Squeezing still more environmental
benefits from aging treatment plants and fac-
tories that already have significantly reduced
their emissions, or from public lands and
water reserved for species conservation, will
require much higher costs to produce much
smaller results than the earlier efforts.15

More progress at reasonable cost is pos-
sible, but not through more one-size-fits-all
technology mandates from Washington that
discourage efficiency and innovation from
regulators and the regulated alike.16 Too many
companies have simply done the minimum
required in the simplest way allowed. Even
as firms increasingly see the benefits of pol-
lution control and prevention for their pro-
ductivity, competitiveness, and image as
responsible corporate citizens, their ability to
craft innovative solutions is dampened by the
inefficiencies and sometimes perverse incen-
tives of the current command and control
system.17

Central rule-making has also spawned a
culture of litigation that undermines the
ethic of civic responsibility and consensus
building. Proposed regulations are now rou-
tinely greeted with lawsuits, and the courts
have become the venue of choice for resolv-
ing environmental disputes. Moving disputes
out of the courts would open the discussion
of environmental ends and means to broader
community participation. Communities
want to shape their own future, which can
be seen in the many consensus-building ef-
forts initiated throughout the country to
solve regional environmental problems.18

We do not accept the basic premise of
these first generation laws that the federal
government always knows best and, through
regulatory fiat, can always do best. The
present system was born out of the failures
of the states’ efforts in the 1960s to curb air
and water pollution and the reckless exploi-
tation of their natural resources. Since then,
many regional authorities, states, and local
governments have gained a real capacity for
managing technical programs, often more
competently than the federal government.19

As the inadequacies of central rule-making
become more apparent, a new consensus for
fundamental change in environmental policy
is emerging. The outlines of this consensus can
be seen in a new report by the President’s Coun-
cil on Sustainable Development.20 Notably, the
report sets forth national goals and indicators
of progress toward achieving them. It further
endorses a transition from adversarial to col-
laborative approaches; the use of performance
measures and market incentives; community
empowerment; the coordination of environ-
mental, agricultural, transportation, and energy
policies; and changes in tax and subsidy poli-
cies. However, the Council’s report avoids al-
together a key challenge: how, through
democratic processes, should priorities among
problems be set and tradeoffs among compet-
ing objectives reconciled.

Moreover, despite a growing consensus for
change, the conventional left-right debate in
Washington remains a formidable obstacle to
reform. Republicans, misreading their 1994
congressional victory, launched an ill-advised
effort to disable the machinery of environmen-
tal regulation. They were stung badly by the
adverse public reaction, including polls that
show that even most Republicans don’t trust
the GOP to sensibly reform environmental
policy. For their part, Democrats and environ-
mentalists make a grave mistake if they inter-
pret the GOP rebuff as a vote for the status quo.
Instead of guarding the old structures or rush-
ing to dismantle them, the real challenge is to
advance a better approach to achieving envi-
ronmental progress.
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Principles for the Second Generation of
Environmental Protection

Top-down, bureaucratic regulation will
not solve the environmental chal-
lenges before us. It’s time for a second

generation of environmental action that will
reflect the spirit of innovation and decentrali-
zation that animates the new economy and
the entire Information Age. We propose a new
“opportunity and outcome” approach that
can score new environmental gains with
higher economic efficiency and less political
divisiveness than the current system. Here’s
what a shift from central rule-making to an
opportunity and outcome strategy can mean:

• Opportunities and incentives will drive
continuous and efficient improvements in
environmental quality.

• Ineffective prescriptive controls will be
supplanted by economic incentives that
can spur innovation and control costs.

• Compliance with environmental laws will
depend upon achieving environmental
outcomes, not simply on adherence to a
rigid process.

• Decisions about how to achieve these
results will be placed with those closest to
the problem.

• Businesses that achieve results will be
rewarded with greater flexibility.

This opportunity and outcome strategy is
based on five organizing principles that we
believe must underpin a second generation
of environmental policy:

1. Set goals and priorities
The nation’s environmental goals and priori-
ties should be set through a democratic pro-
cess fully informed by sound science and
economics. The current system constitutes
the regulatory equivalent of flying blind: Of
the 12 laws that guide the EPA programs, 10
contain virtually no explicit environmental
goals, but rather are laden with prescriptions
for control and details about process. (The
Clean Water and Clean Air Acts are the two
exceptions).21 For example, a goal related to
safe workplaces might be: the number of in-
dustrial chemicals shown to be used safely
will increase by 80 percent in the next 10
years. The EPA authorities are only a piece of
the problem. Few explicit goals are found in
the laws governing natural and biological
resources.22 Rather than tackle the hard ques-
tions about how to reconcile competing goals
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and priorities, accumulated piecemeal over
the last two decades, Congress prefers to mi-
cro-manage the regulatory process. In the ab-
sence of consensus about goals, it is almost
inevitable that the debate over regulatory
means should stalemate.

We should use benefit-cost analysis, risk
assessment, and other analytical tools to shed
light on the tradeoffs among competing en-
vironmental goals and between environmen-
tal and other values.  Although formal
benefit-cost analysis is neither necessary nor
sufficient to design sensible environmental
policy, it can provide a very useful framework
for organizing and assimilating disparate and
often nonmonetary information about
health, safety, equity, and ecology. If prop-
erly done, benefit-cost analysis can help in
the process of setting reasonable goals and
priorities and generally raise the level of pub-
lic debate.23

Priority setting also should occur at the
regional and local as well as national levels.
Regional authorities, often frustrated by con-
flicting priorities set by federal programs,
should set their own environmental agenda
consistent with national goals and standards
for restricting the movement of pollution
between states and the creation of pollution
havens.

2. Harness market forces and
stimulate innovation

Our current regulatory system is both too
prescriptive and too narrow in its scope to
produce continued environmental improve-
ment. To spur innovation and stimulate
broad environmental progress, we should
give individuals, firms, and government self-
interested economic incentives for reducing
the waste and pollution they generate and
the nonrenewable resources they consume.
Incentives should have the further effect of
reducing litigation over regulations. Existing
technology standards that are ineffective
should be replaced with appropriate perfor-
mance- and market-based incentives, includ-
ing the strategic use of publicly available
information. Public education on environ-

mental stewardship can have a powerful ef-
fect on consumer and producer behavior, as
public health campaigns against cigarette
smoking and for seat belt use demonstrated.

Market-based incentives should be se-
lected carefully to fit the problem because
one-size-fits-all makes no more sense for the
new tools than for the old command and
control regulation. For example, markets in
tradeable emission credits can reduce regional
air and water pollution in a cost-effective way
by focusing the reductions on the firms that
can do so most efficiently. Deposit-refund
programs create efficient incentives for the
safe disposal of hazardous products like car
batteries and old tires. Pollution taxes on
solid and hazardous waste can reduce waste
generation.24 Creating new property rights for
species and habitat conservation, such as
conservation easements, can begin to capture
the value of environmental goods.25 To func-
tion properly, each of these new market-based
tools needs enforceable ground rules and
clear environmental performance measures.

Creating economic incentives for envi-
ronmental quality is not a new idea, but ideo-
logical resistance and bureaucratic inertia
have relegated it to the margins of the de-
bate. It’s time to stop the foot-dragging and
move market-based incentives to the main-
stream of environmental policy, along with
reforms for better environmental monitoring
and greater public accountability. These ap-
proaches will work if politicians and regula-
tors distinguish means from ends and
recognize the environmental gains they can
achieve with economic incentives and other
alternatives to conventional regulation.

3. Decentralize decision making
As new technologies disseminate information
beyond the control of central institutions,
national government is no longer the only
place where important environmental deci-
sions can be reached. General access to envi-
ronmental and economic data and analytical
tools like geographic information systems26

admit the greater public into discussions that
have, in the past, been confined to technical
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experts. Indeed, healthy debate about envi-
ronmental priorities and tradeoffs demands
that communities assume greater responsibil-
ity for managing their own environmental
problems. However, the top-heavy bureau-
cracy of the current system actually frustrates
the exercise of community responsibility and
dampens the innovative spirit that those who
are close to a problem can bring to the table.

The level of government best equipped to
address an environmental problem should be
determined by the geographic source and
extent of the problem. Watersheds, aquifers,
airsheds, and ecosystems can all be used to
define the boundaries of particular environ-
mental problems. Moreover, there are prac-
tical reasons beyond geography for devolving
environmental decision making. Some highly
diffused regional problems defy centralized
solutions. In addition, community participa-
tion in decision making is critical in dealing
with community specific problems such as
indoor air pollution, responsible care of waste
sites, and habitat conservation. And as the
government’s financial resources at all levels
continue to shrink in the coming years, the
case for more efficient forms of regulation
become even more compelling.

These forms of devolution do not mean
abandoning our national commitment to
environmental protection. The federal gov-
ernment should continue to play a vital role,
along with other levels of government, in
setting standards, monitoring and enforcing
compliance, and providing technical assis-
tance and research. The operation of the Safe
Drinking Water Act, for example, could be
largely turned over to state and local govern-
ments, while the federal government could
continue to provide technical information
and guidance on standards. The federal gov-
ernment should target its limited resources
to cross-boundary and international issues,
such as greenhouse gas emissions, the qual-
ity of interstate waters, and the control of
toxic chemicals. In this area, the EPA’s sup-
port of the northeastern states’ Ozone
Transport Commission has been a model
of collaboration.27

4. Promote flexible means to
achieve goals

We need a new compact between regulators
and environmental managers—public and
private—that rewards responsible steward-
ship with flexibility. Flexible or “alternative”
compliance is a powerful tool along with
market-based incentives and community
empowerment, allowing environmental man-
agers to devise their own means of achieving
or exceeding environmental standards. Such
flexibility can not only substantially reduce
compliance costs, but also foster more coop-
erative partnerships and encourage greater
innovation in meeting environmental goals.

Experience with flexible compliance,
while still limited, has already produced
promising results. The Netherlands now re-
lies on a system of industry-wide covenants
to achieve environmental goals through such
nonadversarial means. Closer to home, Min-
nesota recently struck a bargain with the 3M
Corporation permitting the firm to modify
its production processes at a St. Paul tape fac-
tory in any way it chose, so long as it achieved
greater environmental gains than the law re-
quired. The added flexibility reduced 3M’s
compliance costs while producing more ben-
efits for the environment.28

5. Measure environmental results
The opportunity and outcome strategy will
require a greater commitment to scientifically
sound and consistent environmental moni-
toring and research, with the federal govern-
ment taking the lead. These  strategic
functions are prerequisites for rational pub-
lic debate of goals, priorities, and results-ori-
ented policies. Congress will need better data
to carry out its broad, policy-setting role; and
communities will need better access to this
information to play their role in setting goals
and priorities and in understanding what is
happening within their own boundaries.

Unfortunately, the nation tolerates an em-
barrassingly poor base of environmental infor-
mation. This is a demand problem—neither
Congress nor the states have been willing to
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adequately fund data collection. Further, tech-
nology-based standards can sometimes ease
pressure on governments to collect better infor-
mation about the state of the environment.
Ironically, technology-driven mandates were
originally justified in the 1970s, in part, because
national information about environmental

quality was too poor to implement anything
else. With few exceptions, notably in air qual-
ity, we are not much better informed than we
were 25 years ago. A better approach to envi-
ronmental protection for the future will de-
mand high-quality information about
conditions and trends in the environment.
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Initiatives to Advance the Second
Generation Agenda

To translate these principles into con-
crete policies and actions, we propose
seven initiatives, each entailing a radi-

cal departure from the way we do business
today.

1. Move the debate about goals
and priorities to center stage

Every level across the country, from local
communities to the United States Congress,
should participate in a new national debate
about the proper goals and priorities for the
next generation of environmental protection
and natural resource conservation. And at the
heart of this debate should be what tradeoffs
we are willing to make among competing
values and interests; these judgments should
be made not by insulated judges and bureau-
crats, but by those who can be held politi-
cally accountable.

Local efforts to set environmental priori-
ties have already begun in some places, at
least on a limited scale. For example: in south
Florida, a Governor’s task force on environ-
mental restoration is addressing degradation
in the Everglades; in southern California, the
Natural Communities Conservation Planning
effort has undertaken to conserve habitats for
endangered species so that building morato-

ria can eventually end; and the states around
the Great Lakes have formed a regional ini-
tiative on water quality.29 For its part, the EPA
has conducted comparative risk and priority
setting exercises in 25 states. Each of these
efforts has met with varying degrees of suc-
cess but they still speak to the willingness of
regional stakeholders to come together and
set priorities for environmental action.

Washington needs to get its house in or-
der and initiate a new process that can drive
a truly national debate and set genuine na-
tional environmental goals. We propose a
three-part strategy under which every other
year Congress would consider a joint resolu-
tion outlining the nation’s environmental
and natural resources goals and priorities and
enact legislation to carry it out.

First, the Administration should provide an
initial draft resolution and supporting materi-
als to justify its goals and priorities based on
input from federal agencies, the states, blue rib-
bon panels, citizen advisory groups, and re-
gional bodies. The National Academy of
Sciences also could review the scientific assump-
tions underlying the draft resolution and make
its own recommendations to Congress.

Second, Congress should take up the reso-
lution using the recommendations made by



Second Generation—A New Strategy
For Environmental Protection

16

the National Academy of Sciences on science-
based environmental priorities, other risk and
benefit-cost analyses, and information gar-
nered from extensive public hearings to
evaluate the draft. The environmental reso-
lution would work within the broad spend-
ing l imits set by the annual budget
resolutions.

Third, the resolution should be followed
by a reconciliation bill that would implement
the approved goals and priorities, including
changes in funding, new areas of flexibility,
and resolutions for conflicts and inconsisten-
cies among statutes. And every year, to clarify
the choices about how Congress should allo-
cate federal resources for the environment, a
single subcommittee of the Senate and House
appropriations committees should act on ap-
propriations for all environmental, natural
resources, and energy programs. Congress has
never done this before.

2. Empower communities and
regions to solve their own
environmental problems

Communities and regions should be re-
warded for good stewardship. In most places,
the toughest challenges in environmental
protection are rooted in local land use deci-
sions, which also happen to be the traditional
engine of economic development. Land use
decisions with major environmental impli-
cations include highway and mass transit
construction and investment, new housing
development, agricultural drainage and storm
water discharge, conservation of wetlands,
aquatic and terrestrial habitats, siting and
cleaning up waste, and protecting drinking
water.30 By their local character and intersec-
tion with private property rights, these deci-
sions also are the most problematic for the
current top-down system to cope with. Their
solution will require the engagement of lo-
cal citizens and landowners working to be
better stewards of the land.

Congress should stop forcing communi-
ties to fit their land use decisions within nar-
rowly drawn and fragmented federal
mandates, and instead give them the flexibil-

ity to integrate their own land use decisions
to produce greater environmental benefits.
As a first step, Congress should waive proce-
dural hoops and allow states to consolidate
funding for relevant programs into block
grants for those jurisdictions that choose to
“opt in” to the integrated land use strategy.
Moreover, these incentives should encourage
local governments and regional bodies to
explicitly set their goals and determine their
priorities.

Local decisions would still be subject to
federal performance standards in order to
both prevent the degradation of resources
outside a local jurisdiction and protect na-
tional resources such as national parks and
refuges. Federal agencies would provide tech-
nical assistance in developing new perfor-
mance measures and policy approaches such
as market-based incentives, and indepen-
dently monitor and assess the community’s
environmental progress. In areas with sub-
stantial public land holdings, stronger local-
state-federal partnerships will be needed.
Communities that chose not to accept these
responsibilities would continue to live under
existing regulation. For those communities
or regions that “opted in,” federal funding
levels over time would be on a sliding scale
tied to actual environmental performance.

3. Leverage publicly available
environmental information

The keystone of a more flexible, outcome-
based, decentralized system is credible envi-
ronmental  data,  monitoring, and
enforcement. The EPA should move to an
information gathering and enforcement role
much like a Securities and Exchange Com-
mission (SEC) for the environment. Congress
should direct the EPA to identify a full suite
of environmental performance measures that
are scientifically sound and understandable
to the public. It should then direct the EPA
to integrate these measures with the myriad
reporting requirements of the various current
statutes and consolidate them into single fil-
ings. These filings would be audited by inde-
pendent, licensed third parties on the model
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of the SEC in financial reporting, and made
available online to the public (and, like fi-
nancial reporting, proprietary information
could be safeguarded). A firm’s failure to file
complete reports also would be made public.
The likely market response would be an en-
vironmental stewardship rating system, in
which firms would be independently rated
by their environmental performance each
year, along the lines of Moody’s ratings of
corporate creditworthiness.

This type of public reporting would have
the further effect of helping to set enforce-
ment priorities. We should reward or, at a
minimum, not encumber those who volun-
tarily pursue and deliver timely, effective,
results-oriented environmental management.
The foot-draggers and less responsible firms,
those most likely to have a low stewardship
rating, would be the focus of conventional
enforcement efforts. We should promote the
practice of voluntary self-auditing in which
firms seek their own information to deter-
mine how well they are meeting environmen-
tal standards. This would give responsible
firms the opportunity to self-correct compli-
ance problems before their rating got down-
graded. Trade associations would have an
interest in promoting these practices among
their members as they seek flexibility in com-
plying with industry-wide standards.

4. Use markets, not mandates
By focusing environmental regulation on
real-world results rather than on compliance
with rules, our approach to reform would el-
evate a host of market-based regulatory strat-
egies including public information and
product labeling. There is already substantial
evidence that economic incentives can serve
environmental goals. On a local basis, com-
munities as diverse as Perkasie, Pennsylvania
and Seattle, Washington have reduced gar-
bage generation by 20 percent to 50 percent
by charging fees for waste collection based
on weight.31 On a broader scale, the sulfur
dioxide trading program enacted in 1990 is
reducing acid rain while saving at least $2 bil-
lion to $3 billion annually over the conven-

tional approach,32 and regional air emissions
trading programs are under development in
Southern California and the Northeast. Fi-
nally, the federal program to reduce the use
of ozone-depleting chemicals is proceeding
with a combination of emissions trading,
charges, labeling, and phase out dates.33 A
similar market-based approach could be used
to reduce greenhouse gases by combining
emissions trading in greenhouse gases with
congressionally fixed dates for overall na-
tional emissions reductions that are consis-
tent with international agreements.34

There is no dearth of additional ideas for
environmental incentives. In fact, seven years
ago the bipartisan Project ’88 gathered scores
of innovative market-based strategies that
deserve to be tested at all levels of govern-
ment.35 Local governments should take the
lead in waste reduction efforts. States should
experiment with intrastate markets for water
rights. At the national level, Congress should
give the EPA and other agencies explicit statu-
tory incentives to use such innovative tools,
and require agencies that maintain command
and control approaches to defend their deci-
sions in reports to Congress.

5. Reward good stewardship with
flexibility

We must reward responsible, effective stew-
ardship with flexibility. In the first round of
reconciliation, Congress should give the EPA
the authority it needs to accelerate and ex-
pand its alternative compliance program
(Project XL, for excellence and leadership),
its Performance Partnership Grants program
with the states, and its Common Sense
sectoral initiative.36 Similar authority for flex-
ible compliance should be granted to the
Department of the Interior to enter into stew-
ardship compacts with regional authorities
for habitat conservation and public lands
management. In all these instances, small
businesses and local governments will need
technical assistance to be able to take advan-
tage of the increased flexibility.

As an example of how flexibility could
work, Intel Corp. has entered into a partner-



Second Generation—A New Strategy
For Environmental Protection

18

ship with the EPA and the State of Oregon to
explore flexible means of complying with the
requirements of the Clean Air Act. Intel is dem-
onstrating through pollution prevention prac-
tices that it can reduce air emissions at least as
well as the traditional end-of-pipe controls. In
return, Intel is liberated from the time consum-
ing requirement of seeking changes in its air
permit each time it makes even minor changes
in its manufacturing processes.37

Flexible compliance can free both public
agencies and private firms from the burdens of
regulatory bureaucracy. The quid pro quo is
accountability. Those who deliver publicly veri-
fiable environmental results should be allowed
to meet their requirements largely as they
choose. With credible monitoring, enforce-
ment, and public access to information, any
failure to live up to the bargain would be de-
tected and privileges of flexible compliance
revoked. Current regulation would remain as
the default system for those unable or unwill-
ing to move to the new flexible arrangements.

6. End government subsidies that
undermine environmental goals

Congress should repeal or reform the wide ar-
ray of spending subsidies and tax breaks that
work at cross purposes with environmental
protection and resource conservation. The ex-
amples are numerous: Public subsidies for irri-
gation water in the arid west were part of the
federal government’s development strategy for
populating the west in the early part of the
century.38 However, encouraging growth in the
west is no longer an explicit federal goal; it is
happening on its own accord yet the subsidies
remain.

Below market timber sales and mining pat-
ents on public lands, many of which are prime
targets for conservation of endangered species
habitat, continue to be egregious examples of
federal policy at war with itself. Tax subsidies
for fossil fuel development work against efforts
to reduce greenhouse gas emissions. Timber
sales, mining, and oil and gas development will
still occur with the removal of subsidies and
price supports, but there is no compelling na-
tional interest to bias the market decision in

favor of resource exploitation. Moreover, some
of the billions of dollars currently expended
through such subsidy programs and tax provi-
sions could be used to support the new system
of market-based, results-oriented environmen-
tal policy.

7. Radically restructure the EPA
The EPA itself must change in basic ways. The
EPA is a mirror of congressional action over the
last 25 years: each new law gave rise to a new
office in Washington which in turn spawned
more offices with a similarly narrow scope in
the EPA’s 10 regions. An organization built
around a welter of distinct laws and top-down
mandates cannot lead the way toward a new
and radically different approach. Although
many other government agencies influence
environmental quality, the EPA is in the criti-
cal path of so many public and private deci-
sions that letting its organizational problems
fester will continue to be a serious drag on
implementing fundamental change.

Congress should totally restructure the EPA
to carry out the new challenges of flexible,
outcome-based regulation and decentralized
decision making. In a new organization, the
EPA’s regional offices should be rebuilt to inte-
grate programs across types of pollution and
economic sectors, and facilitate the devolution
of authority to state and local governments
where many local problems can best be solved.
In these cases, the EPA must change its role
from decision maker to information provider,
and be a leader in facilitating the access of ac-
curate environmental information to the
public.

A lean headquarters should be designed to
support common regional information needs,
provide leadership on benefit-cost analyses, set
risk-based procedures for testing toxic sub-
stances in commerce, focus on issues facing
major economic sectors, and facilitate techni-
cal assistance, integrated standards, and en-
forcement. The “media” offices of air, water,
and solid waste that presently dominate the
EPA from top to bottom should be replaced by
offices structured along sectoral-, place-, and
substance-based programs.39
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Final Words

We yield to no one in our support
for a clean, healthy environment
and the vigorous conservation of

our precious natural resources. However, it
is clear to us that the old environmental
debate, sharply polarized and dominated
by an “us versus them” moralism, has
reached a dead end. The first generation of
environmental regulation born from this
debate can no longer deliver the high level
of protection Americans rightly demand in
an effective, efficient, and democratically

accountable manner. With this declaration,
we begin the process of moving beyond
that exhausted debate by describing a new
and radically different approach for tack-
ling our environmental problems. We wel-
come constructive suggestions from any
and all Americans who appreciate the need
for change and wish to join us in building
a second generation of environmental poli-
cies,  grounded in the new economic, 
social, and political realities of the Infor-
mation Age.
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