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7 Business Conflict and U.S.
| nternational Environmental
Policy: Ozone, Climate,
and Biodiversity

Robert Falkner

Corporations play a central rolein U.S. foreign environmental policy.'

Large multinational firmsin particular possess extensive economic and
technological power that shapes outcomes in international environmental policy-
making. This chapter analyzes the extent to which corporate power affects the
making of foreign environmental policy. It suggests that businessisin a privileged
position because of its central role in making economic and technological choices
that set parameters for international environmental action. Corporate power, in
this sense, constrains state autonomy and the influence of environmental interest
groups. However, because of the fragmentation of the business community and
the potential for business conflict, corporations cannot fully determine U.S.
foreign environmental policy.

Contending Perspectives on U.S. Foreign Environmental Policy

The United Statesis of crucial importance in the pursuit of global environmental
sustainability. Asthe politically and economically most powerful state, it has the
potential to be a major driving force in reaching international agreement on
environmental protection. Indeed, since the 1970s, the global spread of environ-
mentalism owes much to American influence in world politics. The United States
pioneered domestic environmental programs that were adopted elsewhere in the
industrialized world, and the U.S. environmental movement has played a leading
rolein global environmentalism. The U.S. government also provided the neces-
sary political clout to achieve important international environmental accords,
most notably the Montreal Protocol to protect the stratospheric ozone layer (see
chapter 5 of thisvolume).

But at the same time, American power can be a serious stumbling block in
international environmental politics. Asthe biggest economy of the world, with
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amyriad of transnational economic links that permeate the global economy, the
United States can also act as a de facto veto power in environmental politics,
just asin many other global policy areas. In recent years, it has done so repeatedly,
slowing progress toward international agreement in important areas of global
environmental concern, such as climate change and biodiversity/biosafety.

One of the main concernsin the study of U.S. foreign environmental policy
has been to account for this striking policy variation. A popular misconception
sees the fluctuating fortunes of environmental concerns on the U.S. foreign policy
agenda as a reflection of changing ideological orientations at the heart of the
U.S. state, the presidency. Thus, for example, the antiregulatory and pro-business
stance of the Reagan and Bush administrations have been cited as the cause for
major anti-environmental policy reversals during the 1980s and early 1990s. *
But, at closer look, the correlation between presidential ideology and environmen-
tal policy is much weaker than it would seem. The Reagan administration
ultimately failed to roll back environmental regulation domestically, and it sup-
ported, in the form of the Montreal Protocol (1987), one of the most far-reaching
international environmental agreements. In contrast, the Clinton administration,
which took office in 1992 with a decidedly pro-environmental policy program,
has failed to deliver many of its promises and has continued to obstruct progress
at the international level in areas such as climate change and biosafety.

One of the main reasons why U.S. foreign environmental policy does not
simply reflect the political ideology of the administration is a complex system
of foreign policymaking that involves not only the presidency and Congress, but
also amyriad of interest groups that |obby both the executive office and the
legislature. Analysts of U.S. foreign policy have emphasized the important influ-
ence of congressional politics and domestic pressure groups. The same pluralist
pattern of policymaking extends to foreign environmental policy.' According to
the pluralist understanding of foreign policymaking, changesin foreign policy
reflect shiftsin the relative influence of domestic interest groups and bureaucratic
units within the institutional setup. In this perspective, the corporate sector is
but one interest group competing with, for example, environmental pressure
groups and scientific communities.

Pluralist explanations have come under attack from mainly two directions:
state-centric realists, on the one hand, and radical ecologists and neo-Marxists,
on the other, have produced contrasting accounts of the autonomy of the state
in the conduct of foreign policy. Although both approaches acknowledge the
relevance of lobbying activities by a variety of domestic interest groups, including
business, they differ from pluralism (and from each other) in their assessment
of the influence of lobbying or ; policy choices. State-centric realists maintain
that despite attempts of business and other interest groups to influence foreign
policy, the U.S. state remains autonomous in making policy choices, and that
therefore the locus of explanation lies with the state and shifting alliances among
state actors! In contrast, radical ecologists and neo-Marxists claim that the
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pervasive influence of American business has led to a situation in which U.S.
foreign policy has been undermined, if not entirely captured, by corporate
interests.'

This chapter argues that both influential perspectives fail to account for the
role of businessin U.S. foreign environmental policy. The former view tendsto
underestimate the power of business by adopting atoo narrowly conceived notion
of the political role of firms that neglects structural aspects of corporate power.
Corporate decisions on investment and technological development set important
parameters for states in their choice of policy options. The latter perspective
tends to overstate the dominance of the corporate sector by failing to account
for conflicting business interests and the fragmentation of the business community
with regard to international environmental protection. Business conflict can give
rise to competing alliances between sectoral business interests and state actors,
thus making it impossible to determine a priori the outcome of the lobbying
and foreign policymaking process.

This chapter suggests that by focusing on the role of business in the context
of aneopluralist framework, we can advance our understanding of U.S. foreign
environmental policy and of international environmental politicsin general. It
argues that the analysis needs to go beyond the conventional perspective on
domestic interest-group politics as a battle between environmentalists and busi-
ness interests. Businessisin a privileged position in the establishment of interna-
tional environmental policy owing to its central role in making economic and
technological choicesthat affect environmental sustainability. The economic
and technological power of firms acts as a constraining force on state autonomy
and on the influence of other domestic interest groups. It sets parameters for the
regulatory choices available to states. But divisions within the business community
prevent business from determining outcomes in foreign environmental policy.
The state derives a significant degree of autonomy from business conflict through
the creation of political alliances between sectoral business interests and state
actors.

This chapter first reviews recent contributions to the study of business influ-
ence in the making of foreign policy, especially research in international political
economy that is centered around the business conflict model. The subsequent
sections discuss the relevance of business conflict to the study of foreign environ-
mental policy and consider three cases of U.S. foreign environmental policy:
ozone-layer protection, climate change, and biodiversity/biosafety.

The Business Conflict Model and International
Environmental Politics

International relations scholarship has recently seen a growing interest in the
role of corporations, which reflects both changes in the theoretical orientation of
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the discipline and arenewed interest in empirical aspects of foreign policymaking.
Efforts to "bring the firm back in"* are part of awider return of the transnationalist
research agenda and a renewed focus on the domestic sources of foreign policy,

signifying the declining dominance of structural realism.' Similarly, studiesin

international political economy (I1PE) have seen a shift away from the structuralist
emphasis on markets and global capitalism toward a concern for corporations
as national and international actors! Furthermore, the study of foreign policy-
making, and of U.S. foreign policy in particular, has produced a wealth of
empirical insightsinto the role of the corporate sector in areas as diverse as
superpower relations during the Cold War, trade policy, foreign investment,
international debt, and Third World policy.'

Although the renewed interest in corporations is fuelled by a variety of
theoretical approaches, many of the recent firm-centered studies share a concern
with the diverging interests and political strategies of corporationsin interna-
tional relations. The focus on the rifts and cleavages among business groups has
been at the heart of an approach that has recently been dubbed the "business
conflict school."" This approach dispenses with the notion that businessis a
monolithic interest group or represents a uniform capitalist classinterest. Instead,
the analytical focusis on the nondeterministic nature of corporate influence in
foreign policy and the conditions in which corporate power manages to shape
policy outcomes. The fragmentation of the business community and the ability
of sectoral or individual corporate interests to form alliances with state actors
are seen as central determinants of corporate influence in foreign policy.

This concern with business conflict stands in contrast with the early research
literature on the rise of multinational corporations (MNCs) and with contempo-
rary studies of globalization, both of which tend to view the corporate sector as
a homogenous political group. Globalization is seen to create conditions in which
the territorially defined logic of the westphalian states system is being sidelined
by a global logic of economic production and exchange. In this view, globalization
has given rise to a new type of actor-the global firm-whose interestsare in
conflict primarily with the territorially defined nation-state. Multinational firms
and states are engaged in atug of war, pulling on opposite ends of the rope, and
the lines of conflict are drawn primarily between the world of politics and the
world of economics. For many, the rise of MNCs even signals the end of the
nation-state and the decline of a state-based system of governance."

This notion of afundamental conflict between MNCs and states has also
informed the study of environmental politics." Many environmental scholars
consider the growth in international trade and production a serious threat to the
environment. Work on the role of multinationals has highlighted the ways in
which transnational industries are circumventing and undermining national envi-
ronmental standards by relocating high-polluting manufacturing facilities to
developing countries with lax environmental laws. It is through international
environmental regulation that states try to control the economic forces of the
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world economy, with the economy and ecology being locked into a fundamental
conflict. The successful creation of international environmental rulesisthus seen
as an indication of the ability of the states system to overcome corporate resistance.

The implicit assumption in this perspective is that firms possess a uniform
set of preferences in environmental politics. As more recent work on business
conflict demonstrates, however, business does not constitute a monolithic interest
group in important areas such as trade and investment, and the conflicts and
tensions within the business community are important, if not crucial, factorsin
determining state policy. If anything, globalization is likely to increase the poten-
tial for business conflict. Furthermore, globalization does not simply create
"global" firms that shed the characteristics of their national origins; instead,
MNCs remain embedded within specific national and regional contexts.” Al-
though acting across national boundaries and dealing with a multitude of govern-
ments, global firms continue to rely on close political links with home govern-
ments. Globalization does not simply empower global firms at the cost of
governments and should not be seen as leading to the demise of the states system.
On the contrary, under conditions of economic globalization in a fragmented
international political system, MNCs will seek the support of their home country
governments to influence international markets and regulatory structures for
their commercial benefit. The "new diplomacy" of global firmsinvolves close
relations and political alliances with statesin the pursuit of comparative advantage
in aglobal market."

There is no reason to suggest that international environmental politicsis an
exception. Insofar as international environmental regulation affects corporate
interests and market structures-and coll ective-action problems can be over-
come-we can expect conflicting business groups to seek to influence foreign
environmental policy in pursuit of commercial goals. Recent developmentsin
environmental protection have only served to reinforce the "new environmental
diplomacy" of firms.

This new environmental diplomacy emerged during the 1980s, atime when
national environmental policies had been firmly established in the industrialized
world and a number of industrial accidents (e.g., Bhopal 1984, Chernobyl 1986)
further strengthened the resolve of the environmental movement and regulatory
agencies. In response to these developments, large corporations began to recon-
sider their strategies for dealing with the ecological challenge." Rather than
simply continuing to obstruct environmental policies as they did during the
1970s, a growing number of firms began to accept the need for incorporating
environmental goals into corporate strategy.

Proactive corporate environmental practices emerged for a number of reasons:
such practices serve, at aminimal level, to deflect environmentalists' criticisms
by presenting a "green corporate image." For some companies, environmental
management helps to reduce the costs of compliance with environmental laws.
More innovative firms even go as far as making pollution prevention an integral
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part of corporate strategy, with the aim of reducing consumption of energy
and natural resources in order to boost both environmental performance and

profitability. In these cases, "win-win" solutions have emerged that alow firms

to improve their competitiveness vis-a-vis other firms through environmental

leadership.

As a consequence, regulatory policies at the national or international level
no longer pose a uniform threat to corporate interests. Innovative firms can
drastically reduce the costs of regulation and in some cases even develop business
opportunities out of environmental regulation, whereas others remain hostile to
raising environmental standards. Environmental regulation can benefit individual
firms or industries by creating barriers to entry into existing markets, by favoring
environmental leadersin a given market, by increasing demand for environmen-
tally friendly products, and by restricting overall output and thus raising prices."
But because environmental markets and win-win opportunities arising from
environmental protection are to alarge extent dependent on market interventions
by regulatory bodies, relations with states remain central to firms' environmental

strategies. The political economy of environmental regulation is thus closely built .

around the political strategies of and alliances between states and firms.
Building on the insight of the business conflict school, we can develop a
better understanding of the forces that shape the formation of foreign environ-
mental policy. Without falling prey to economic determinism, the business con-
flict model highlights the privileged position that business occupies in the domes-
tic context of foreign policymaking, but it emphasizes the need to locate dominant
business interests among a diversity of corporate interests and to explain their

relative power and influence against the backdrop of actual or potential busi-
ness conflict.

The potential diversity of corporate interests stems from the fact that interna-
tional environmental regulation can have differential effects on individual firms
or sectors. In many cases, regulation increases costs of production and reduces
profitability unless the costs can be passed on to consumers. But in some cases,
regulation can also improve the competitiveness of certain firms within their
sector or of one industry relative to another. In determining the structure of
business interests, we thus need to consider the positive and negative externalities
of regulation.

Lines of conflict among firms or industries may be drawn in several ways:

1. Assuggested by studies of international trade policy," a basic dividing
line exists between national and global firms. The former are more likely to
advocate protectionism in economic crises than the latter, which tend to favor
open-trade rules. In environmental politics, asimilar distinction can be made
between national firms that usu*y consider international regulation just as
damaging as national regulation and global firms that may prefer internationally
harmonized rulesin order to createla global level playing field.
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2. Within the group of global firms, conflict may arise, however, between
market leaders and laggards over the creation and design of international environ-
mental regulation if it affects the competitiveness of firms or market structures.
Technologically advanced market |eaders are more likely than other firms to
advocate stringent international environmental standards.

3. A further distinction can be drawn between producers of environmentally
damaging goods and their industrial users. In certain cases, the policy preferences
of producers and users diverge, reflecting the distribution of costs and benefits
from the conversion to environmentally less-damaging products.

Businessand U.S. Foreign Environmental Policy: Three Cases

Three cases of corporate influencein U.S. foreign environmental policy are
examined next. In the first case-ozone-layer protection-the United States
adopted an active pro-environmental policy that led to the creation of a successful
international regime; the other two cases-climate change and biodiversity/
biosaf ety-are characterized by a more defensive, pro-business stance that has
held up the establishment of strong international regimes. Asis argued below,
the variation in policy and outcome cannot be explained by simple reference to
weak versus strong business influence. U.S. leadership in environmental politics
does not mean that business influence has been successfully contained. In fact,
business has played a key rolein all three cases. But the important point that
emerges from the analysisis that the nature of business competition and patterns
of business conflict have a crucia impact on the formation of U.S. foreign policy.

Case 1: Stratospheric Ozone Depletion

The case of international ozone-layer protection has been widely cited as an
example of successful environmental action by international society. The U.S.
government in particular has been credited for displaying leadership functions
in bringing about international consensus on the need to reduce and eventually
phase out ozone-depl eting substances (ODSs) such as chlorofluorocarbons
(CFCs)." Analysts of U.S. policy have emphasized the important role played
by domestic interest groups, including the major American CFC producers.
Particular emphasis has been given to international competition between CFC-
producing firms and to the way in which the major CFC-producing countries
have sought to boost the competitiveness of their national industries while
phasing out ODSs."

In this view, foreign environmental policy aims at reconciling the often con-
flicting goals of environmental protection, on the one hand, and economic growth
and industrial competitiveness, on the other. States will choose policies that
under ideal conditions promote both goals at the same time. But tradeoffs are
often required, and it is at this point that domestic interest groups can shift the
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balance toward one of the two policy goals. However, as the business conflict
model reminds us, the business community may itself be divided about the proper
balance between environmental and economic considerations. As a closer analysis
of the steps taken to protect the ozone layer reveals, U.S. policy has evolved in
direct response to the changing patterns of business conflict among the American
CFC producer and user industries. We thus need to look not only at international
competition between CFC producers, but also at interest formation and conflict
within the U.S. business community.

The ozone controversy joined the environmental agenda shortly after the first
scientific hypothesis of alink between ozone-layer depletion and CFC emissions
was published in 1974. The U.S. CFC industry soon found itself engulfedin a
heated public debate over the need for precautionary action. Responding to
widespread concern by scientists and the public, the U.S. government was among
the first to consider restricting CFC emissions.” The focus at this point was
firmly on the use of CFCs as propellantsin aerosol products, which accounted
for approximately half of U.S. CFC consumption. The CFC producers and the
aerosol industry strongly denied the need for precautionary action and insisted
that any regulation be based on full scientific proof of the CFC-ozone loss
hypothesis.

Soon after the first signs of consumer disquiet showed, industry opposition
to the CFC-ozone theory began to crumble. In 1975, S. C. Johnson, one of the
leading U.S. aerosol manufacturers, announced a complete phaseout of CFC
propellantsin its product range, and shortly afterward other firms followed suit.
As a consequence, amost the entire U.S. aerosol market switched to non-CFC
technologies within only three years and before a national CFC ban came into
effect." Despite their insistence that there was no scientific justification for
precautionary action, the CFC producers failed to keep the antiregulatory busi-
ness front united and lost the largest segment of the CFC market.

U.S. regulatory agencies soon seized the opportunity and announced further
restrictions on CFCsin other industrial uses. At this point, CFC producers
made a concerted effort to build a united business front against further CFC
regulations by mobilizing the diverse group of CFC user industries that had
kept alow profile during the CFC aerosol debate. In 1980, the Alliance for
Responsible CFC Policy was formed, representing some five hundred companies.
The alliance, led by the CFC producers, mounted a massive |obbying campaign
against new Environmental Protection Agency (EPA) regulatory proposals. The
aliance insisted that there was no scientific basis for further unilateral restrictions,
but argued at the same time for the need to seek international consensus on
CFC controls. Industry complaints fell on fertile ground during the first few
years of the Reagan administrati;on, which was keen to drive through a business
friendly program of deregulation.” Squeezed from two sides, by both the new
presidential team and Congress, the EPA had to shelve its ambitious regulations

't
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and signaled that it would not cause further damage to the competitiveness of
U.S. industry while other nations abstained from drastic CFC regulations.”

Faced with strong domestic resistance to unilateral action, the pro-environ-

mental forces within the U.S. government shifted their focus to the international

arena and began pushing for an international accord on CFCs. U.S. industry
had given its support to an international agreement in principle, although it
hoped that international negotiations would prove to be too cumbersome to
achieve a result-except for the prevention of unilateral U.S. regulations. The
aliance as awhole remained skeptical of U.S. efforts to negotiate an international
ozone treaty, but differences among the CFC industries soon began to reemerge.

Thistime, it was the large CFC-producing chemical firmsthat were more
likely to go along with the U.S. regulatory strategy. Unlike most of the user
industries, the CFC producers were faced with a strategic choice: their overriding
concern was to avoid further competitive disadvantages as a result of unilateral
restrictions. But because companies such as DuPont and Allied Chemical were
competing with European and Japanese firmsin a global market, they were more
likely to settle with an internationally harmonized CFC regime as a second-
best strategy, aslong as their competitors were equally affected. In contrast, the
majority of the U.S. user industries operated within national markets and had
little to gain from an international agreement. They remained hostile to any
form of CFC regulation, be it national or international.

The first signs of the breakup of the united business front emerged shortly
after the signing of the 1985 Vienna Convention, which provided the framework
for future regulations but failed to specify concrete CFC restrictions. In the
summer of 1986, DuPont, the world's largest CFC producer, signaled a more
cooperative approach by announcing that it accepted the need for international
restrictions on the growth of CFC production and consumption. This move was
warmly welcomed by the EPA and pro-environment members of Congress, but
aroused suspicions among the user industries, which feared that they would have
to bear the costs of CFC reductions. Crucially for the evolution of U.S. policy,
however, the producer companies dominated the alliance's lobbying campaign
and were able to establish a closer quid pro quo relationship with the EPA and
the State Department. In the negotiations leading to the Montreal Protocol in
1987, the aliance supported the international agreement in principle, but insisted
that economic and technological considerations be taken into account in the
design of the international ozone regime.

As the subsequent revisions of the protocol demonstrate, the American CFC
producers succeeded in gaining the support of the U.S. government in their
effort to shape the international regime according to their own commercial
interests. After Du Pont and the alliance announced their support of an eventual
phaseout of CFCsin 1988, the U.S. government worked more closely with the
CFC producers to coordinate the national CFC reduction plan and to promote
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U.S. commercial interests in international ozone negotiations. Crucially for the
CFC producers, who had invested in new production facilities for substitute
chemicals such as hydrochlorofluorocarbons (HCFCs), the United States argued
in international negotiations that a "realistic" phaseout schedule for these so-
called transitional substances should be adopted so as to not undermine the
phaseout of CFCs.

In sum, U.S. leadership in ozone politics did not reflect weak business influ-
ence, but was based on the concurrence of particular commercial interests and
pro-environmental policies. Business fragmentation initially weakened corporate
influence in U.S. ozone policy, but in the 1980s the major CFC-producing firms
were able to unite the CFC industry behind a coordinated lobbying attempt to
influence U.S. policy. They led the business community into supporting the
international ozone regime and helped to strengthen the U.S. position in interna-
tional negotiations. Conversely, the U.S. government promoted the commercial
interests of American CFC producersin the evolution of the international CFC
phaseout regime.

Case 2: Climate Change

Whereas the United States provided political leadership at crucia juncturesin
the creation and evolution of the ozone regime, it has emerged as one of the
most important opponents of drastic international action to combat greenhouse
gases. Within only afew years, between the 1987 Montreal Protocol and the
1992 Framework Convention on Climate Change, the worldwide reputation of
the United States in global environmental protection was profoundly undermined
by U.S. obstinacy in international climate negotiations.

There are several reasons for this change in policy. The onset of the economic
recession in the early 1990s as well asideological objections to binding interna-
tional agreements led the Bush administration to adopt a cautious approach
in international environmental negotiations. The scientific evidence of climate
change was considered to be less conclusive than the evidence of CFC-induced
depletion of the ozone layer. And as the world's biggest per capita consumer of
fossil fuel energy, the United States faced particularly costly measures to reduce
greenhouse gases. The U.S. administration's position was further compounded
by stiff domestic opposition from business and Congress against international
reductions of greenhouse gas emissions.

The lobbying efforts by the U.S. fossil fuel industries (coal, oil, and gas) as
well as by awide range of energy-intensive manufacturing firms (e.g., chemical
manufacturers, car manufacturers) have had a powerful impact on the interna-
tional negotiation position of the United States. Although there is widespread
consensus among analysts that4l usiness interests influence U.S. climate policy,
the analytically interesting point is to establish the extent of that influence.
Climate change provides an easy case for those who argue that U.S. foreign
environmental policy is effectively determined by the corporate sector. Analysts
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working within the neo-Marxist tradition, for example, have interpreted climate
change policy as a classic case of capitalist "capture" of the state by powerful
corporate interests whose structural power is based on "the centrality of fossil
energy in twentieth-century capital accumulation.” ® But this structuralist expla-
nation fails to account for the evolution in U.S. climate change policy between
the Bush and Clinton administrations, and is ultimately insensitive to the friction
and conflict that (potentially) exists in the business sector with regard to interna-
tional climate policy.”

The Clinton administration in fact made some progress, although limited in
scope, in edging the United States toward an international commitment to
introduce carbon dioxide (CO,)-reduction measures." This progressisin contrast
to the efforts of the Bush administration to avoid altogether any binding interna-
tional commitments on climate change. Under President Bush, the United States
used its diplomatic clout to water down the Framework Convention on Climate
Change (FCCC) signed at the 1992 Earth Summit, but it did sign up to the
voluntary agreement subsequently ratified by the U.S. Senate. President Clin-
ton-after campaigning in 1992 in support of the FCCC and, upon taking
office, declaring that the United States would aim to stabilize its greenhouse gas
emissions at 1990 levels by 2000-soon introduced |egislative measures to limit
domestic CO, emissions. In 1996, the Clinton administration accepted the need
for abinding international agreement on the reduction of CO , emissions and
eventually signed the 1997 Kyoto Protocol that obliges the United States to
reduce its greenhouse gas emissions by 7 percent below 1990 levels by 2012.

Despite the U.S. agreement to the Kyoto Protocol, however, environmentalists
at home and governments abroad continued to criticize the U.S. position for
having resisted larger emissions cutbacks. The cautious approach in international
negotiations reflected the tight constraints domestic opposition had imposed on
the U.S. government. These constraints manifested themselves when the Clinton
administration had to retreat from its proposed energy tax when it met with
determined resistance from the business lobby, leading Congress to refuse legisla-
tive authorization in 1993. As a consequence, the U.S. negotiating position was
the most defensive among industrialized countries; U.S. diplomats had to admit
at the 1995 Berlin climate change conference that the president's greenhouse
gas-reduction pledge would not be fulfilled."

But despite these setbacks, the targets signed up to in 1997 were stricter than
most representatives of the corporate sector had wanted. U.S. businessis therefore
not omnipotent in its attempt to prevent climate change politics from damaging
corporate interests. Other interest groups-primarily environmental nongovern-
mental organizations (NGOs), but also pro-environmental actors within the
state-influence U.S. foreign environmental policy sufficiently to move the agenda
forward. To be sure, business opposition has so far been powerful enough to
prevent stringent U.S. commitments to reduce greenhouse gas emissions. But in
order to determine the nature and extent of businessinfluence, it isinstructive
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to look at the potential for fragmentation and conflict among the business
community.

Given the diversity of industry groups whose interests are, directly or indi-
rectly, affected by international climate change poalitics, it should not be surprising
to find some degree of disunity among the business community. The arguably
most powerful business grouping actively involved in climate change negotiations
isthe fossil fuel energy industries. This group is represented most notably by
the Global Climate Coalition (GCC) that has earned itself a reputation for
being the most outspoken and resourceful industry lobby against international
regulation. The GCC does not, however, represent all major energy and manufac-
turing industries. Cracksin the energy lobby first emerged when British Petro-
leum (BP) left the GCC in order to take a more moderate and cooperative stance
on climate change. Furthermore, some of the large U.S. manufacturing firms
have distanced themselves from the energy producers and have formed a separate
lobbying group, the International Climate Change Partnership (ICCP). The
ICCP grew out of the Alliance for Responsible CFC Policy and aims to continue
the cooperative style of business lobbying that proved so successful in the creation
of the ozone regime."

Although differences between industrial groupings have arisen primarily over
political strategy and tactics, the potential for a more fundamental rift has
emerged with the creation of aloosely organized group of corporations that have
actively supported international controls on CO, emissions. This group comprises
large international insurance companies who have been hit recently by a growing
number of insurance claims resulting from natural catastrophes that they perceive
to be linked to changesin climate. A number of insurance firms have advocated
more tangible efforts to curb greenhouse gas emissions and have supported the
1997 Kyoto agreement. Given its central role in directing portfolio investment
and in underwriting commercial projects, the insurance industry possesses con-
siderable power vis-a-vis the energy and manufacturing industries as well as
state actors. It could therefore become an important ally of pro-environmental
forces."

Although there is considerable scope for business conflict over climate change
policy, and although some analysts have expressed the hope that the fragmentation
of the business community with regard to thisissue may form the basis for new
pro-environmental political alliances,® business conflict has for several reasons
not had a significant impact on international climate policies so far.

First, unlike the CFC producers, which supplied ozone friendly alternatives,
the major fossil fuel energy producers are unlikely to benefit from international
regulation. Their best political strategy by far isto block any progress in reducing
CO; emissions. Some oil companies, such as Shell and BP, have begun to invest
in solar energy in an attempt to hedge their bets, but for most of these large
multinational firms renewable energy cannot provide a commercially attractive
alternative to their established fossil fuel business.
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Second, renewable energy firms that would potentially benefit from CO»
reductions have not yet formed a powerful business lobby in favor of international
greenhouse gas restrictions, in part because the industry is not significant enough
in terms of size and market share, and therefore does not possess sufficient
economic clout. Another reason is that the dominant fossil fuel energy firms
themselves are providing a growing proportion of investment in renewable energy
sources such as solar energy, thus reducing the potential for business conflict
between competing industrial sectors.

Third, the fossil fuel energy producers and their main industrial users are,
on the whole, pulling in the same direction. The users include powerful sectors
such as the chemical and automobile industries and are primarily worried about
the cost effects of regulatory action against climate change. Unlike some of the
CFC user industries, which experienced cost savings from switching to non-
CFC technologies (e.g., aerosols, solvents), the main energy users can expect
only higher energy costs in the absence of sufficient alternative energy sources.

Fourth, for most insurance companies that support international action
against climate change, the costs of changesto the earth's climate remain uncer-
tain and may not justify concerted political intervention in favor of regulatory
measures, so the industry has failed to flex its muscles in international negotia-
tions. Furthermore, the biggest source of power for the industry liesin itsrole
asinvestor in industrial holdings, and there islittle evidence as yet that it has
shifted its portfolio investments out of the highly profitable fossil fuel energy
sector.

Given that the powerful and well-organized fossil fuel lobby faces compara-
tively weak and dispersed countervailing forces within the business community,
the overall impact of the business lobby has been to obstruct progressin combating
climate change. The Clinton administration found itself severely limited in its
attempt to commit the United States to more drastic targets for greenhouse gas

reductions. But the potential for business conflict in climate politics nevertheless
exists, and the U.S. state may in the future be able to develop a stronger alliance
with pro-environmental businessinterestsin order to overcome domestic resis-
tance against international environmental action.

Case 3: Biodiversity and Biosafety
Industry has also been a powerful force in the formation of a U.S. biodiversity/
biosafety policy, limiting the scope for American participation in international
policymaking. The United States acted as a major obstacle in the creation of the
Convention on Biological Diversity (CBD) in 1992. It also played a crucial role
in the failure at the February 1999 Cartagena Conference to negotiate a protocol
on the safety of trade in biotechnol ogical,products and adoption of the Cartagena
Protocol on Biosafety in January 2000.

In a senseg, this cautious approach reflects the underlying political economy
of U.S. and international biotechnology regulation.” The United States has the
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largest and most advanced biotechnology sector in the world. Both business and
government hail biotechnology as a key innovative sector in modern industrial

society with the potential to inject long-term growth into the economy. Accord-

ingly, the U.S. government has made it one of its economic priorities to promote
the development and commercial application of biotechnological innovation
through national competitiveness strategies, research funding, and afavorable
regulatory environment.

From the outset of international negotiations on biodiversity/safety, the U.S.
government has paid close attention to the impact of any international agreement
on the competitive position of its biotechnology industry. U.S. firms were skepti-
cal of international biodiversity/safety norms, and the Bush administration itself
held a number of reservations about the legal implications of a binding interna-
tional agreement, fearing that such an agreement would undermine its own
effortsto roll back antibusiness regulation.” It eventually refused to sign the
CBD at the United Nations Conference on Environment and Devel opment
(UNCED) in 1992.

U.S. industry was originally content with this position, but soon afew firms
began to reconsider their stance in light of the overwhelming support the CBD
received worldwide. The biotech industry was primarily concerned with the
impact of the convention on intellectual property rights and free trade, but did
not object to the principle of biodiversity protection in general. In fact, some
firms had already begun to initiate bilateral projects with developing countries
to support biodiversity conservation and to safeguard access to the genetic mate-
rial in the Southern Hemisphere." What worried these international research-
intensive pharmaceutical firms was the prospect of a worldwide backlash against
American intransigence that could eventually threaten U.S. commercial access
to the genetic pool held by developing countries.”

Following the election of President Clinton in 1992, three U.S. firms (Merck,
Shaman Pharmaceuticals, and Genentech) and three NGOs (World Resources
Institute, World Wildlife Fund, and Energy Studies Institute) formed a private
initiative, with the encouragement of Vice President Al Gore, to study the
obstacles to signing the CBD. The group concluded that the United States could
accede to the convention while protecting intellectual property rights, but it
would need to add an interpretative statement to safeguard corporate interests.
At the same time, these global firms managed to achieve industry consensus
within the Pharmaceutical Manufacturers Association on ratification of the CBD
when the administration made a commitment to defend intellectual property
rights more vigorously. In their draft interpretative statement to the president,
the group also stressed that there was no need for a protocol on the procedures
for the safe transfer, handling, and use cf genetically modified organisms (GMOs)
resulting from biotechnology."

As a consequence of these efforts by global pharmaceutical firms and NGOs,
most of the remaining firms concerned came out in support of the Clinton

Business Conflict and U.S. Policy 171

administration's decision to sign the CBD 3° Industry had negotiated with the
administration that a unilateral "interpretation” to the CBD would be submitted.
That interpretation would prevent the international agreement from infringing
patent rights or commercial opportunities for research and innovation.

Ironicaly, it is Congress that has persisted in its opposition to the biodiversity
convention. Clinton failed to secure Senate ratification of the treaty. Since the
first Conference of Partiesin 1994, the United States was confined to the role
of an "observer." The administration continued to express its willingness to push
for full U.S. participation in the biodiversity regime and supported international
biodiversity programs (e.g., the International Coral Reef Initiative), but could
not overcome Republican opposition to Senate ratification of the convention."

Despite this setback, the United States was able to participate in the drafting
and negotiation of the first protocol to the convention, the Cartegena Protocol
on Biosafety. The biotech industry achieved its goal of influencing international
negotiations without risking direct infringement of its commercial interests. This
time, industry was keen to participate in the international negotiations and stood
behind the U.S. administration's official support for an international treaty on
trade in biotechnological products. Given the reservations Congress has held
about binding international treaties, industry hoped it could gain maximum
leverage on international negotiations without risking a strong U.S. commitment
to intrusive international biosafety standards.

The parties to the CBD decided to conclude negotiations on a biosaf ety
protocol by early 1999 and convened a final negotiating round in February 1999
in Cartagena, Colombia. Despite being only an "observer" at the conference, the
United States played akey role in steering the group of GM O-exporting coun-
tries, the so-called Miami Group (Argentina, Australia, Canada, Chile, the
United States, Uruguay), which opposed the more stringent control proposals
put forward by the European Union and most devel oping countries. Agreement
was reached on a number of important points, but insurmountable differences
remained concerning the degree to which the biosafety protocol would interfere
with international trade. European participants at the Cartagena conference
complained that the U.S. biotechnology industry had lobbied hard-and success-
fully-against the more stringent regulatory proposals, particularly during the
end phase of negotiations."' The conference concluded without afinal agreement,
but the parties pledged to reconvene within the next fifteen monthsto try again
to reach an agreement.

After the collapse of the Cartagena conference, two important developments
changed the domestic context of U.S. policy on biosafety. First, the environmental
movement stepped up its campaign against the use of biotechnology in agriculture
and food production, causing the Food and Drug Administration (FDA) to hold
high-profile public consultations on its approval of genetically modified crops.
Second, a growing number of agricultural producers and exporters began to
question the commercial benefits of agribiotechnology, causing a widening rift



172 Robert Falkner

between the interests of farmers and the biotechnology industry." At the same
time, both the U.S. administration and biotechnology industry began to signal
at the international level that they were in support of an international biosafety
standard. Facing continuing opposition in Europe and growing public concern
at home, the U.S. biotechnology industry was now ready to acknowledge the
need for international harmonization of trade-related biosafety rules. In the final
biosafety talks in January 2000, the U.S. government played an active part in
reaching a compromise that led to the adoption of the Cartagena Protocol, which
was widely welcomed by environmentalists and industry representatives -2

In sum, U.S. policy on biodiversity and biosafety has been constrained by a
powerful business front against binding international commitments that would
infringe on the commercial rights and opportunities of its thriving biotechnology
industry. Leading international biotechnology firms, however, have supported
U.S. participation in international negotiations with aview to influencing inter-
national norm setting. Thus, U.S. policy has evolved from President Bush's
refusal to sign the CBD to Clinton's support for international biosafety standards,
largely in line with the evolution of corporate strategy, but it continues to reflect
corporate concerns about intrusive international standards that threaten to harm
U.S. biotechnology interests.

Conclusion

In the past two decades, U.S. foreign environmental policy has undergone pro-
found changes. The United States has moved from the position of political leader
on ozone-layer protection during the 1980s to the role of footdragger on climate
change and biodiversity/safety in the 1990s. Even the pro-environmental Clinton
presidency was unable to restore American leadership in global environmental
protection and has repeatedly put business interests above environmental concerns.
However, the decline of environmental issues on the foreign policy agenda does
not necessarily indicate a shift in the balance of power between business and
environmentalists in favor of the former. Business has been a potent force in the
making of U.S. policy throughout the period under consideration in this essay.
Rather, as the above analysis suggests, it is at the microlevel of business competi-
tion and conflict that we can find important clues to the changing direction of
U.S. foreign policy in environmental affairs.

Business plays a central role in the formation of U.S. foreign environmental
policy. It isargued in this chapter that the analysis of U.S. policy needsto be
firmly placed in a political-economic context. Business, of course, is not the sole
influencing factor in the making of U.S. foreign policy, but it does occupy a
privileged position among the variety of interest groups involved in the process
because of its command over "technological power." Also, through itskey role
in giving direction to investment and)technological innovation, businessis able
to set parameters for the regulatory options available to policymakers. Based on
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technological power and lobbying clout, American firms have been able to exert
considerable influence over the formation of U.S. foreign environmental policy.

In the case of ozone-layer protection, the producers of CFCs were able to
assume a central rolein U.S. foreign policy because of their key role in technologi-
cal innovation to reduce CFC emissions (i.e., developing CFC substitutes). Given
their willingness to cooperate with the administration in creating an international
ozone regime, the CFC producers could muster the support of state actorsin
their attempt to shape the emerging ozone regime to their own commercial
benefit. In climate change politics, the fossil fuel industry has been able to create
a powerful business front against strong U.S. commitments to reduce greenhouse
gas emissions, based on its key role in energy production and industrial manufac-
turing. Fossil fuel energy firms are also heavily engaged in developing alternative
energy forms (e.g., solar energy). They play acrucial part in the technological
conversion away from fossil fuels, thus setting the pace for political change.
Similarly, the biotech industry's central role in technological and economic inno-
vation has provided it with considerable leverage over the U.S. biodiversity/saf ety
policy to redirect the administration's approach to international biosafety issues.

In many cases, corporate power serves to constrain state actors in their choice
of regulatory instruments and in international negotiations. The corporate sector
can set parameters for international environmental action that states find difficult
to ignore. Given the centrality of corporate decisions for technological change and
global sustainable development, states are not fully autonomous in environmental
policymaking. U.S. foreign environmental policy often represents a bargain be-
tween the state and corporate interests in the pursuit of both environmental
sustainability and corporate profitability and competitiveness.

At the same time, however, corporations are not in control of U.S. foreign
environmental policy. They cannot fully determine policy choices or completely
eliminate state autonomy. Other actors, especially environmental and consumer
groups, can significantly affect the political environment within which both states
and corporations formulate their environmental strategies. Most importantly,
however, the business community is far from united in its attempt to influence
U.S. foreign environmental policy. The fragmentation of the corporate sector and
the emergence of divergent, often conflicting business interests in environmental
politics have given rise to a new political economy of environmental protection.
In this new political economy, some corporations or industries may support a
proactive U.S. role in establishing international environmental standards, whereas
others will continue to oppose such policies. Wherever the potential for business
conflict arises, political alliances between state actors and powerful corporate
interests will play an important role in shaping U.S. foreign environmental policy.

The notion of "business conflict" thus provides important insights into the
scope for state autonomy in environmental policymaking. Pro-environmental
state actors can derive limited autonomy from business conflict if sufficiently
powerful corporate interests support international environmental standards. The



174  Robert Falkner

convergence of environmental concerns and particular commercial interests cre-
ates conditions in which U.S. leadership in international environmental politics
becomes possible. State autonomy is, however, severely limited if powerful business
groups succeed in creating a united front against international environmental
action.

The analytical focus on business conflict and alliances between state actors
and corporate interests goes some way in explaining the variation in U.S. foreign
environmental policy in the last two decades of the twentieth century. To be
sure, other factors, most notably the strength of the environmental movement
and-the role of Congress, also influence the scope for an active U.S. role in global
environmental affairs. There is no reason to assume that the United States cannot
reestablish itself as a global environmental leader, but, as this analysis suggests,
such a development will crucially depend on the emergence of a powerful aliance
between pro-environmental U.S. business interests and sympathetic state actors.
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