What the climate bill means for the US way of life 
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The refusal of successive US governments to limit greenhouse gas emissions infuriates environmentalists – but things may be about to change. Last week, Democratic senator John Kerry and Joe Lieberman, an independent, unveiled the American Power Act – a climate bill that has President Barack Obama's backing. The text's 1000-odd pages contain proposals that would shake up the US economy and reinvigorate global climate-change negotiations. Here's what the bill means for US citizens and the rest of the world.

Will the bill really rein in US greenhouse gas emissions?

The headline figures – a 4.5 per cut in emissions by 2013 and 17 per cent by 2020 – sound impressive. But the senators have pegged those cuts to a 2005 baseline. Many other countries use 1990 and, compared with that reference point, the 2020 target amounts to no more than a 3 per cent cut. The European Union has committed to a 20 per cent reduction over the same period – and some climate scientists have called that "inadequate".

But the bill is still hugely important. It tells US businesses to prepare for a future in which emissions will fall, and that will spur investment in energy efficiency and renewable energy. The emissions targets could also be tightened up at a future date.

Will the bill hit US lifestyles?

That's what critics of the proposals would like voters to believe. The bill makes businesses pay for emissions, which will drive up the price of electricity from fossil-fuel sources. Costlier electricity, say critics, will make many products more expensive and put people out of work.

Yet economic analyses paint a different picture. A similar bill was passed by the House of Representatives last year and has since been studied by the US Environmental Protection Agency (EPA). The new Senate version of the bill is similar enough to the House bill to assume that the EPA's assessment holds: it predicts that enacting the bill would cause household consumption to drop by a few hundredths of one per cent by 2015, and by around 0.1 per cent by 2020.

This fall is negligible because consumers will react to higher electricity prices by adopting energy-conservation measures, such as buying more efficient appliances, says Richard Goettle at Northeastern University in Boston, who worked on the EPA analysis. Electricity costs more, but consumers adapt to use less of it and maintain their lifestyles at the same time.

Won't gasoline prices go up? 

Yes: Goettle's study predicts that the bill will add about 20¢ to gasoline prices by 2020. But the US economy has been hit by larger increases without suffering too much. Gasoline prices have approximately doubled over the past decade, for example.

The downside is that a bigger price increase would encourage drivers to buy energy-efficient cars and drive less. Christopher Knittel, an economist at the University of California, Davis, has found that every $1 increase in gasoline price causes sales of the biggest SUVs to drop by 25 per cent and purchases of hybrids to increase by 17 per cent.

Will the bill pass? What happens if it doesn't? 

Kerry and Lieberman face an enormous challenge. The bill probably needs Republican support, because Democratic senators from coal-rich states may vote against it. It was co-written by Lindsey Graham, a Republican, but he pulled out after Obama decided to address immigration legislation before the climate bill. Graham has offered lukewarm support since, but no other Republican has yet backed it.

The bill may need to be passed soon. If the Democrats lose seats in November's mid-term elections they may not have the political clout to pass the bill for several years. Other nations, such as China, will then be under less pressure to take action. International climate change talks are barely crawling along after the impasse at Copenhagen last December. They may completely stall if Kerry and Lieberman do not get their bill through.
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