
Washington’s Centrally
Planned Heating and Cooling
by Michael Heberling

W hile the Clinton administration had
eight years to “save the environ-
ment,” it waited until the final
days to push through a flurry of

questionable environmental regulations.
Among these was the regulation that would
require increasing the efficiency of central air
conditioners and heat pumps by 30 percent.
In the arcane language of the energy busi-
ness, the SEER (Seasonal Energy Efficiency
Ratio) would go from 10 to 13.

According to Deborah Miller of the Air
Conditioning and Refrigeration Institute
(ARI), “the DOE, in its own words, ‘rushed’
to publish a proposed new rule. It cut short
the comment period; new analyses were
injected into the record with only nine days
left in this abbreviated period; it ignored its
statutory mandate to balance economic
interests in the rulemaking; failed to consult
the Department of Justice on the impact 13
SEER would have on competition; and pub-
lished a new rule of 13 SEER ‘literally in the
final minutes of the last administration.’”1

On January 22, 2001, the last day on
which Clinton administration regulations
could be published, the final rule mandating
a 30-percent increase in the heating and
cooling standards appeared in the Federal
Register.2 From a political standpoint, this

administrative legerdemain was pure genius.
By throwing these restrictive regulations
over the fence, the outgoing administration’s
legacy of being “for the environment” was
preserved without any of the negative green
baggage that so often evokes the wrath of
consumers. Nevertheless, under the new,
more-stringent environmental standards, the
cost of air conditioners and heat pumps will
go up $274 to $687.3

The incoming Bush administration had
three options (all unsatisfactory) in dealing
with the left-behind hot potato.

Option 1: Just say no and repeal the reg-
ulation. Benefit: Momentarily keeps one
onerous regulation at bay. Downside: High
risk (99.99 percent) of being branded “anti-
environment” by the media, environmental-
ists, and the Earth-first politicians. (Remem-
ber what happened with the arsenic-in-water
standard?)

Option 2: Hold your nose and simply
accept it as written. Benefit: An absence of
negative media coverage. Downside: Con-
sumers are saddled with still more restric-
tive environmental regulations of dubious 
value. Ironically, the label “pro-environment”
does not come with this option. The best
that can happen is that the phrase “anti-
environment” will not be used as frequently.

Option 3: Propose a watered-down or
“lite” alternative. Benefit: Although still
bad, this is not so bad as the regulation pro-
posed. Downside: High risk (99.98 percent)
of still being branded “anti-environment” by
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the media and environmentalists. It is inter-
esting that the vitriolic response accompany-
ing this option is exactly the same as if the
regulation had been withdrawn. Since there
is never any distinction made between the
out-and-out repeal and the watering down
of a bad environmental regulation, why ever
settle for half measures?

As it turns out, Option 3 was the path that
the Bush administration chose. On April 13,
2001, the Department of Energy (DOE)
announced its intention to raise the existing
standards by 20 percent instead of the pro-
posed 30 percent. The SEER value would be
raised from 10 to 12 (instead of 13). The
higher standards would take effect January
2006.

How was this 20 percent increase in 
the SEER value received? The Natural
Resources Defense Council was typical:
“This latest rollback . . . hurts the consumer
and the environment.”4 Only in Washington
is a 20 percent increase called a rollback.

What seems to be lost in the debate over
heating and cooling standards is the con-
sumer. There are two possible questions that
could be asked. The appropriate question is:
What does the consumer want? The inap-
propriate and elitist question is: What is best
for the consumer?

The answer to the first question is always
the same, no matter what the product. Con-
sumers want choices. They want a number
of options so that each buyer can pick the
most suitable product. When it comes to
purchasing an air conditioner or a heat
pump, these options relate to the upfront
cost, annual operating cost, esthetics and
special features, size of the unit, reliability,
and performance. Other factors that influ-
ence a consumer’s choice include his or her
age, family size, financial status, and loca-
tion.

Consumer Forgotten
Unfortunately the federal government

never asks, nor does it want to hear, what
the consumer really wants. Since it is predis-
posed to solutions based on central plan-
ning, should it come as any surprise that offi-

cials turn only to like-minded advocates of
central planning for advice, guidance, and
direction? The government’s summary dis-
missal of the true interests of consumers is
legitimized by a self-appointed coalition that
thinks it knows best: the “consumer advo-
cates” and environmentalists.

According to Andrew deLaski of the
Appliance Standards Awareness Project,
more than a hundred organizations support
the SEER 13 standard.5 It would be interest-
ing to know how many of these consumer-
advocate groups even bothered to survey
people on what they really want. Maybe the
public is not interested in what these “con-
sumer advocates” are advocating: fewer
choices and higher prices. As Thomas Sowell
put it, “Indeed, there are no requirements
for any knowledge whatsoever to become an
environmentalist or a consumer advocate.
There are more qualifications required to
become a taxi driver or a meter maid than to
engage in any of a number of busybody
occupations that are taken seriously in the
media, as if they represented expertise on
something.”6

When viewed in total, the evolution of
government-mandated products, whether
the toilet, the washing machine, or the air
conditioner and heat pump, displays several
disturbing principles7:

First, the right to choose is anathema to
proponents of central planning. The elimina-
tion of the consumer choice is based on the
attitude that people are not bright enough or
informed enough to make the “correct”
decision when left to their own devices.

There is nothing high-tech or mysterious
about either the 20 percent increase or the
30 percent increase in efficiency standards.
According to the Appliance Standards
Awareness Project (one of the standard’s
advocates), “manufacturers have success-
fully marketed SEER 13 air conditioners,
now considered “mid-efficiency” units, for
more than a decade. The most efficient units
available reach SEER 16 or higher.”8

(Apparently the free market works just fine
without government mandates.) The real
problem is that consumers have chosen to
ignore the government and environmentalist
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endorsement of the more-expensive systems
for the reasons mentioned. The consumers’
rejection helps explain why government
products are mandated while preferred, free-
market products are outlawed.

Second, central planning, by definition and
in practice, undermines competition and inno-
vation. The Department of Justice concluded
that the SEER 13 mandate would have “a dis-
proportionate impact on smaller manufactur-
ers. Currently less than 20 percent of the total
product lines meet the proposed government
standards. However, for some small manufac-
turers, 100 percent of their lines fail to satisfy
the government standard.”9 The mandate
would outlaw 84 percent of the existing cen-
tral air-conditioner models and 86 percent of
all the heat-pump models.10

There is a cottage industry of small busi-
nesses that build heating and cooling systems
for manufactured homes and smaller exist-
ing homes. These entrepreneurial mom-and-
pop operations would be effectively put out
of business by the government mandate.
They could not make units that both meet
the required higher efficiency standards and
at the same time fit into the constrained
space of manufactured and existing small
homes. It should come as no surprise that
the Manufactured Housing Association and
the National Association of Homebuilders
oppose the SEER 13 standards.

Third, government solutions are one-size-
fits-all solutions. The federal government in
its omnipotent central-planning wisdom has
concluded that only one factor is, or should
be, of importance to consumers: operating
cost. The result is always expensive to con-
sumers, with the advertised benefits hard 
to find.

The increased efficiency standards will
apply uniformly in all 50 states. To the
bureaucrats in Washington, the air-
conditioning and heating requirements in
Michigan and Texas are exactly the same. It
is true that a consumer in Texas would be
concerned about the annual operating costs
of an air conditioner because of the long hot
summers. However, for the Michigan con-
sumer, the upfront cost of an air conditioner
would be far more important than the oper-

ating cost. It is hard to get a financial pay-
back on a more efficient (and costly) air con-
ditioner in Michigan because of its shorter
and cooler summers. For obvious reasons,
the situation would be reversed with respect
to the winter heating requirements in the
two regions.

Money-Losing A/C
The DOE estimates show that 73 percent

of all households will lose money (between
$17 and $188) over the 18-year lifespan of
the air conditioner. Twenty-seven percent of
all households, mostly in the south and
southwest, will realize a net saving of $457.
The net savings for all households (both the
losers and winners) with the more-efficient
SEER 13 air conditioner and heat pump will
be a grand total of $45. (That’s not $45
every year, that’s a $45 saving after almost
two decades of operation).11

Fourth, government-mandated products
hurt the poor and the elderly. Government
claims of fighting for the downtrodden do
not hold up under close scrutiny. Of all
groups, low-income consumers will be the
most harmed by the higher standards. DOE
data show that 80 percent of the poor house-
holds will lose money with the higher-
efficiency air conditioners.12 As the Compet-
itive Enterprise Institute’s Sam Kazman and
Ben Lieberman point out: “[T]he higher
costs may force some low income homeown-
ers to forgo the purchase of a new system,
either by doing without air conditioning,
opting for cheaper but less efficient window
units, or undertaking potentially costly
short-term repairs necessary to keep older
systems operational.”13

With many elderly on fixed incomes, an
expensive high-efficiency model with an 18-
year payback period would not be particu-
larly attractive. “To require senior citizens to
undertake the additional expense of SEER
13 systems, even though the payback period
for the investment may exceed their expected
lifetimes, demonstrates particular insensitiv-
ity to this subgroup,” Sam Kazman and Ben
Lieberman of the Competitive Enterprise
Institute add.14
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Since a high percentage of the poor and
the elderly live in small and manufactured
homes, they would be especially hurt by the
new government standards. “In many
instances, installation of the larger indoor
coils required with a 13 SEER condensing
unit would drive up costs by hundreds or
even thousands of dollars,” writes Clifford
H. Rees Jr., president of the Air-Conditioning
and Refrigeration Institute.15

Adds Samuel Cole of Cole Heating and
Cooling: “I fail to see the need to force
Americans to purchase more efficient and
more expensive equipment. Our sales have
shown us that people who can afford better
equipment will buy it, and others will
not.”16

Fifth, environmentalism appears to be the
de facto state religion of the United States.
But it seems motivated more by expediency
than any genuine religious belief. Since cen-
tral planning is more apt to hurt the poor
and the elderly than the rest of the popula-
tion, a higher calling is needed to justify the
government’s intrusion into the heating and
cooling business. Being “good for the envi-
ronment” always trumps hurting the “little
guy.” Extravagant claims about the environ-
mental benefits of central planning are to be
taken as gospel. Opposing, or simply ques-
tioning, anything officially sanctioned as
good for the environment will be treated as
blasphemy.

Does It Matter Who Wins?
A collection of environmentalists, “con-

sumer” organizations, and states is challeng-
ing the government’s smaller efficiency
increase in the U.S. Second Circuit Court of
Appeals. It really does not matter who pre-
vails, because the core issue is consumer
freedom and the opposing sides are fighting
over the extent to which that freedom is lost.
The consumer will lose no matter who wins.

This is nothing new. Since its creation in
1977 the Department of Energy has been
seeking a mission to justify its existence. The

DOE has had a track record “unblemished
by success.” The American taxpayer has
been forced to underwrite one multibillion-
dollar boondoggle after another. The $80
billion “synfuels” (synthetic fuels) project to
turn coal, tar sands, and shale into petro-
leum was an unmitigated disaster that
became a symbol for government waste.
After providing over $15 billion in tax cred-
its and subsidies for renewable energy, wind
and solar power now account for less than 1
percent of the electricity produced in the
United States. Then, in 1987 the DOE finally
found its niche. It got into business of 
“helping consumers” by mandating energy-
efficiency standards for toilets and home
appliances.

We can only wonder how our country sur-
vived for over 200 years without the depart-
ment. �
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