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For eword

ebate about environmental concerns and industrial competitiveness has

been underway at least since the early 1970s, when the United States

pioneered strong environmental standards, Today, the debate has new

urgency: the world is becoming more aware of the global nature of many
environmental problems at atime of intensifying international economic
competition.

This report finds both competitive challenges and opportunities from
these trends for two sets of American industries affected by environmental regu-
lation: those in the business of making and selling environmental technologies,
and the manufacturing firms that are among their major customers.

For U.S. environmental firms, the years ahead could pose unprecedented
opportunities to expand into new markets as more countries develop or tighten
environmental standards. Y et, as the report documents, they aready face strong
competition from firmsin Europe, Japan, and from some newly industrialized
countries.

Perhaps their greatest challenge in the long term will be to integrate
environmental concernsinto the next generation of manufacturing technol ogies.
Compliance costs in many U.S. manufacturing sectors are already among the
highest in the world. Cleaner, more cost effective production technologies could
help these firms lower compliance costs while still meeting the U.S. standards
that are likely to remain among the toughest in the world.

Policymakers, not only here but in Europe and Japan, are actively debat-
ing new approaches to address twin concerns about intensifying global economic
competition and global environmental problems. More than is usually the case,
government policies play a central role, since regulations both create markets for
environmental technologies and the conditions for compliance faced by industry.
Other policy areas not traditionally thought of as affecting environmental con-
cerns, including manufacturing research and devel opment, industrial extension,
and export promotion, also affect competitive outcomes.

This is the final report in a series of three in OTA’s assessment of
American industry and the environment, which was requested by the Senate
Committee on Finance, the House Committee on Energy and Commerce, and the
House Commi ttee on Foreign Affairs. The first publication, Trade and
Environment: Conflicts and Opportunities, discusses the interactions between
these two policy areas. The second, Devel opment Assistance, Export Promotion,
and Environmental Technology, explores links between foreign aid and export
assistance.
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NOTE: OTA appreciates and is grateful for the valuable assistance and thoughtful critiques provided by the advisory panel.
The panel does not, however, necessarily approve, disapprove, or endorse this report. OTA assumes full responsibility for the

report and the accuracy of its contents.
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