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fuel-efficiency standards, even though such im-
pacts are well documented. As fuel efficiency in-
creases, the marginal cost of driving falls. Thus,
people drive more and the proffered emissions re-
ductions vanish into the ether. This is one reason
why higher federal gasoline tax would be a more ef-
ficient way to reduce consumption and CO; emis-
sions. Moreover, raising the gasoline tax does not
restrict individuals’ vehicle choices like higher
mandated fuel-economy standards; it simply
changes the costs associated with those choices. Of
course, raising the federal gasoline tax requires po-
litical courage, an oxymoron for our time.

Oddly enough, the Court recognized the weak-
ness of emissions standards (higher CAFE stan-
dards are just a CO; emissions standard in disguise)
in another case it decided on the same day. In £7-
vironmental Defense Corp. v. Duke Energy° the
Court unanimously rejected an interpretation of
the Clean Air Act’s Prevention of Significant Dete-
rioration (PSD) pollution control regulations.
Duke argued that the modifications it made to its
coal plants did not fall under the PSD provisions,
because none of the modifications increased the
hourly emissions rates at those plants. The Court
rejected Duke’s argument, reasoning that what
matters are the plant’s total, not hourly;, emissions.
Thus, the Court recognized that a more stringent
emissions standard would not necessarily achieve
the ultimate policy goal of lower total emissions.

INEVITABILITY OF ADAPTATION

Even if one were to accept that the wildest tem-
perature extrapolations are correct, that humans
bear 100 percent responsibility for climate change,
and that we could somehow stop emitting all
greenhouse gases tomorrow, global temperatures
will continue to rise. Thus, mankind will have to
adapt to climate change, just as it had to adapt be-
fore. Today, however, our technology, while unable
to control the earth’s climate a la Star Trek, is far
more capable of adapting than Europe was 700
years ago, when cold weather at the beginning of
the Little Ice Age set off the Great Famine, which
began in the year 1315.4

It is not as if those at risk from climate change
have been previously immune from risk. The high-
est point of the island nation of the Maldives,
which is located in the southern Indian Ocean, is

only 15 feet above sea level. The average height is
less than 3 feet. Not surprisingly, the December 26,
2004, tsunami that devastated Indonesia and Thai-
land caused damage there, too. (Curiously, research
shows that since the early 1970s, the Indian Ocean
level has fallen some 20-30 centimeters.)?

Hurricane Katrina caused extensive damage to
New Orleans not because of global warming, but
because much of that city lies below sea level. Peo-
ple have always put themselves in harm’s way based
on an intrinsic cost-benefit analysis. As long as the
expected costs are less than the expected benefits,
people are willing to assume the risks. When gov-
ernments subsidize those risks, whether through
low-cost flood insurance or dollops of money to re-
build, those intrinsic cost-benefit analyses start to
tilt more toward harm’s way.

This makes no sense. If we are to adapt success-
fully to climate change—whether colder or warmer
temperatures—we need to become much smarter
about it. Nevertheless, among global warming
alarmists, adaptation has been given curiously short
shrift, other than derided as the skeptics’ plot to
avoid the massive CO; emissions cuts—and eco-
nomic hardships—climate change alarmists so des-
perately want.

This reluctance to identify least-cost adaptation
strategies is shortsighted, if not disingenuous. Then
again, such reluctance may be a natural outgrowth
of the far more vicious debates over who should
pay, which inexorably lead to the most vicious de-
bates of all: whose fault is it?

From an economic standpoint, however, it does
not matter whose fault it is, if indeed it is anyone’s.
Instead, what matters foremost is how to adapt to
climate change, regardless of its cause, at the lowest
total cost. That total cost includes economic well-
being. Suppose, for example, that shutting down
every single coal plant in the world would truly re-
duce future warming and slow the rise of sea level.
Whereas that would certainly lower the cost of
building new seawalls and the like, it would drasti-
cally raise the price of electricity and lower eco-
nomic well-being. The world would not have to
build new seawalls: a bad thing if we were all too
poor to do so.

This is no different than the mistake some en-
vironmentalists make when an economist con-
fronts them with the notion of an “optimal”
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Increasing marginal
coslt to reduce pollution
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