While they will undoubtedly be preoccupied with the financial crisis in the imneediat
term, one of the priorities for the new U.S. and Canadian administrations will have to be
environmental protection, and in particular climate change and greenhouse gasmreduc
In both countries, we are likely to see major climate change legislatiog tebated in
2009; Canada’s was in fact already placed before the last Parliament dhgriolvably

be re-introduced shortly. In the U.S. context, had this forthcoming debate takea place
decade ago under the Clinton administration, it would have been driven exclusively by
national officials with national interests, fragmented as they are amobggihehes of
government, various agencies, and entrenched interests. In the Canadian context, we
would have seen Prime Minister Chrétien’s federal government coming uptdbains
vociferous and almost unanimous opposition of the provinces to any type of regulatory
restrictions on greenhouse gas emissions.

What a difference a decade makes. Now, the two new administrations @il fac

different scenario, for there is a new policy actor on the North American endntaim

scene — subnational governments working cooperatively within cross-border rédiens
architecture of environmental governance in North America has changetigamdst

now a “bottom-up” dynamic at work. This has implications for the manner in which the
new administrations in the U.S. and in Canada will address — one might say be compelled
to address — our most pressing environmental policy challenges.

The New Dynamics of Environmental Governance in North America

Environmental governance in North America has become increasinglybiveshe- since

at least the early 1990s. In an era where traditional state authorityadifigé& upward,
downward, and outward, decision-making power and legitimacy directed at public ends
straddle the boundaries of the formal and informal political systems, and convientiona
political institutions are increasingly supplemented by other sites, or “haibs”,
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governance. Some of these governance hubs are primarily transboundary, involving
actors from different governments and from outside government. Most often, these hubs
do not emerge organically; rather, officials at one level — bilateratetalla or

subnational in the North American context — take the lead in defining and implementing
policy activities.

Casual and close observers alike are probably most familiabiltiral environmental
interaction between Canada and the U.S., through such mechanisms as the International
Joint Commission (IJC) and the Canada-U.S. Air Quality Committee, and Ipetivece

U.S. and Mexico, institutionalized in Border 2012. There has also been considerable
speculation about the potential role of thiateral (Canada-U.S.-Mexico) hub as a focus

for environmental policy initiatives and innovation, particularly with the estabkst of

the North American Commission for Environmental Cooperation (CEC). More recently,
the initiation of environmental policy activities under the Security and Piibsper
Partnership’s (SPP) “quality of life” mandate has rekindled discussionarfteental
sustainability agenda.

However, it is not at the bilateral or trilateral levels where we have Beandst action.

In fact, there is a substantial and growsudpnationaldimension to North American
environmental governance; for the past decade, U.S. states, Canadian provinces, and to a
lesser extent Mexican states have set environmental policy agendas ony'thestlas

like climate change and water protection, in the process pushing the boundaries of
transboundary cooperation outward, beyond the territorial, political, and operational

limits imposed by national governments.

Impelled forward mainly by ambitious U.S. states, these interactionsdreardsf the
hallmarks of integration on a neofunctionalist model. The interplay between trade
relations, bioregional attachment, societal exchange, and shared policy problems ha
contributed to a “clustering” phenomenon, whereby groupings of subnational units —e.g.,
in the Pacific Northwest, Great Lakes, New England/Maritimes, théoGads, Arizona-
Sonora, New Mexico-Texas-Chihuahua— have undertaken policy coordination with
respect to environmental and economic policy issues. In this context, nationigy ident
more muted and positive spillovers are observable. Policy ambitions are pushed forwar
by agency officials who form long-term relationships in transgovernmentabriet, yet

are careful to buttress these ambitions with consistent (and carefulheereg)

expressions of support by their political masters.

Moreover, the policy legacy of cross-border regionalism is real. On issues stlichads
change, transboundary air quality, and water protection, it is subnational sffiraabre
setting political and policy agendas. Policy goals, though they may have econdeny-

and society-wide implications, increasingly result from debate and negoienhong
subnational, rather than national, governments. Innovations in policy instrument choice,
particularly with respect to market-based instruments such as emisaning tcarbon
taxes, but also experiments in flexible regulation, are being implemeftard, a
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considerable technical study, at the subnational level. Overall, the majority
environmental policy advances are occurring within cross-border regionakare

Policy Challenges for the U.S.: The Three ‘A’s

There will be several policy challenges for the new US administratiomstey from

this bottom-up North American environmental dynamic: confronting and incorpgpratin

an advanced policy legacy into the national environmental framework, ironing out policy
and capacity asymmetries among regions, and overcoming adversarial$¢ateral
relationships.

First, subnational efforts within cross-border regions have resulted inrssgwgly
advanced and stunningly complex policy legacy. This policy legacy is also highly
differentiated. With respect to greenhouse gas reductions, for exampleasthtes
provinces in the Pacific Northwest and along the West coast have built interiemhnec
climate policy regimes that combine individual jurisdictional legigéathandates (with
California setting the tone on automobile and industrial emissions) with tragsrbor
energy efficiency and alternative energy promotion (e.g., the Hydrogénvilyy and a
multi-sector international emissions trading regime (the Western t@limisiative

[WCI]). Meanwhile, on the other side of the continent, members of the New England
Governors and Eastern Canadian Premiers Conference share the continelutrsyfirs
term emissions reduction goal in a Climate Action Plan. States and provinces in the
Northeast have focused less on market instruments, preferring insteaatilegisl
mandates, exhortation, public sector “clean hands” initiatives, and public-private
partnerships for energy efficiency. A smaller-scale emissionswgguiogram for the
electricity sector has been put in place. These policy initiatives are inces®g quite
advanced and they represent important innovations on the road to a continental climate
approach. The new administration will need to tread lightly as it moves towarid@ahat
more coordinated approach — likely an emissions trading regime backstopped by a
national mandate and a new generation of energy policies — to avoid obviating@sleca
worth of experimentation and effort.

Second, in addition to being advanced and differentiated, the policy legacy of cross-
border regionalism is also asymmetrical and “lopsided”; targeted fesigmaort in terms

of capacity building is clearly needed. In the course of putting these newbormtes-
regional regimes in place, and in the face of declining federal support,lsaeekad to
develop their own environmental policy capacities. The large and wealtkties ate, of
course, in a better position to do this. Those in the North, along the West coast, and along
the Northern border in the Midwest have been able to put relatively more resatwces i
developing their technical and operational compete&isza-vissuch tasks as air quality
modeling, climate change mitigation and adaptation, greenhouse gas inventengrgy
efficiency and conservation methodologies, etc. States in the Midcontinemidbcand

in the Southeast, which may not have the same resource base or level of expedtse, a
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an earlier stage in terms of their ability to address issues liketelrhange, toxic
chemical reduction, and air quality management.

Complicating these tasks of coordination and consolidation, however, is the fact that the
U.S. states in the most active regions have come to view themselves in an edvelsar
vis-a-visfederal authority. There has always been a certain competitiveridsetiveen

the levels of government in the U.S., which can be fruitful in terms of policy
advancement and innovation; states regularly strike out on their own and theirregerie
may be emulated by other states and eventually the national government. A good
example here are recent state-level experiments with mandates farihealance

coverage. However, much of the climate policy work done at the state level over the past
decade has emerged as a response to the anti-environmental agenda of the Bush
administration. Certain states have tried to force the federal administi@ichange their
stance on a number of environmental issues but especially climate change k tioatig
challenges, political rhetoric and even alliances with foreign countrieBUs$te
administration has refused to budge, and the resulting antagonism permeates
intergovernmental relationships, even the more constructive inter-ages@ctians.
Certainly, some of this conflict has been ideological — “blue” states chalteagred”

federal administration. However, even the increasingly likely prospect of a new
Democratic administration installed in the White House cannot immediaigé/out

almost a decade of mistrust, not to mention a subnational policy legacy thaniatofte
direct odds with the federal policy legacy.

Policy Challenges for Canada: The Three ‘D’s

On the northern side of the border, divergence, decentralization, and discord are the
hallmarks of the Canadian context and mastering these challenges will gequirgcal
adroitness that the current Conservative administration, just returned tmmral se
minority government, has not thus far displayed.

In a manner similar to American states, provinces have moved in different ensiriahm
policy directions, increasing the degree of difference across the countnyrtiret f
complicating the already challenging task of coordinating environmpolialy effort. As
provinces have become drawn into cooperative regional arrangements with neighbouring
American states, this has contributed to a dynamic whereby the Canadiamervital

policy agenda is increasingly set in subnational and cross-border regional fonatisy
national officials or in intergovernmental dialogue. As noted above, these anemtge

differ across regions — from the greenhouse gas legislation in British Colurabiakie

those in neighbouring states, sets an absolute cap on emissions by 2020 (and puts in place
the continent’s first carbon tax regime!), to the Alberta and Saskatclggwamments’
reluctance to impose even a weak, intensity-based target on their industried@nde
sectors, to the enthusiastic endorsement of the Kyoto goal on the part of hydmelectri
giants Manitoba and Québec, to the ‘softer’ (i.e., discretionary) public seitiatives in

the Maritimes.
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Indeed, given the need for coherence and targeted collective action on the charage

issue, it is perhaps unfortunate that such policy divergence is occurring in one of the
world’s most decentralized federations — one which appears on track to become yet
further decentralized. Provincial independence, a central characterigtee ©anadian

political system for both constitutional and political reasons, is enhancedrost ¢

border environmental regionalism. In general, cross-border regional linkegyéscused
around state-province executive actors and are transgovernmental in nature, i.e.,
involving transnational communication and cooperation between officials in related
departments of participating governments. Cooperation is carried out via annual
conferences of political leaders, whose discussion outcomes then provide digection t
committees of senior-level and mid-level officials who have project-spe¢agks. There
appears to be relatively little role for legislatures, or even interespgroutside of
government. Moreover, cross-border environmental cooperation is rooted in and tied to a
broadening network of interactions, both economic and political, that draw provinces
more closely into the orbit of their state neighbours. In this context, subnational
governments see themselves as linked to each other — not to their national governments —
in the struggle to succeed in a global marketplace that is linked to particular
environmental policy perspectives.

Increasing policy divergence in a highly decentralized environmental regulat

framework did not seem to be regarded by federal actors as particularkgrpaiol over

the past decade, when levels of concern for the environment were relativelgddivere

was no appetite for provoking the provinces; indeed, federal governments seemed content
to have subnational governments assume a leadership role and even provided support for
such activities. However, now that the Canadian federal government has been gushed b
public opinion to take on a more active role with respect to environmental policy, cross-
border regional environmental cooperation has the potential to create conflict looilp am

the provinces and also between the federal government and the provinces. A good
example here is the current and very public exchanges between national and provincia
officials with regard to the role of emissions trading in national climategghpolicy.

While Ontario, Québec, Manitoba, and British Columbia have joined, or are in the

process of joining, the U.S. state-led Western Climate Initiative, /llzerd

Saskatchewan are vehemently opposed to the WCI. The Harper government has also
shown a distinct lack of interest in this project, indicating that provinces areoftake

their own approach, as is the federal government. With no federal leadership nocgrese

on the issue, the discord among provinces, who have adopted very different climate
policy approaches, is deepening.

Given the current financial crisis, environmental activists fear that gents will be

so preoccupied with economic management that other policy challenges, suchates clim
change, will be relegated to the backburner. However, despite current vicissihete

are strong forces pushing governments to move forward on climate change. Subnationa
initiatives within cross-border regions have achieved such forward momenturetpat t
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are, if not unstoppable, then certainly forceful; even as national governments throw
considerable energy and resources into supporting the banking sector, subnational
officials involved in the Western Climate Initiative have continued with planslkout
the continent’s first multi-sector emissions trading program. This horse,yasahes
already out of the barn.



