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From the Editor’s desk

In November 1990, in a speech to the second World Climate 
Conference, Margaret Thatcher proclaimed, that ‘our ability 
to come together to stop or limit damage to the world’s 
environment will be perhaps the greatest test of how far we 
can act as a world community.’

That effort led to the establishment of the UNFCCC, 
which entered into force on 21 March 1994. In 1997 at the 
third Conference of the Parties (COP3) the Kyoto Protocol 
was adopted. Kyoto set binding targets for 37 industrialised 
countries and the European Community for reducing 
greenhouse gas (GHG) emissions between the years 2008 to 
2012 - the so called first implementation period.
Howes argues that the early progress came undone when 
the US Senate, followed by Australia, refused to ratify Kyoto. 
Discouraged, other countries have not done what was needed.
Almost twenty years after Thatcher’s optimistic words, the 
world community is meeting in Copenhagen to negotiate a 
second commitment period. The urgency has increased, but 
our ability to respond may have diminished.
The Asia Pacific region is one of the most vulnerable to the 
effects of climate change. From disruption in the Himalaya’s 
to submersion of entire Pacific countries and the loss off 
environmental heritage such as the Great Barrier Reef, our 
region has skin in the game.
Much rests on agreement between the United States and 
China. The election of Barack Obama makes success more 
likely, but the global financial crisis and domestic issues have 
limited progress on this front. While China has demonstrated 
willingness to act, it is yet hesitant to commit.
There is much the rest of the world can do to show its 
commitment to action. While action in the United States 
and China may be necessary for success, they alone cannot 
guarantee it.
The contributions to this third volume of the EAFQ present 
analysis from leading thinkers on these issues from our region 
– a region that has contributed its share of leadership at the 
world level. Now is time to put that leadership to the test, 
keeping open the chance of influence on climate change.

Peter Drysdale
www.eastasiaforum.org
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One year after the Garnaut 
Climate Change Review

ROss GaRnauT

O ne year has passed since I 
released the final draft of the 

Climate Change Review. In the 
lead-up to Copenhagen, this is a 
timely opportunity to reflect on 
developments in the consideration 
of this diabolical policy problem and 
where it is all going now.

It’s relevant that my final report 
was presented to the australian Prime 
minister on the morning of the biggest 
ever points fall on the new york stock 
Exchange. The discussion of the review 
has been against the back drop of the 
Great Crash of 2008 and the recession 
which followed.

The Great Crash had three sorts 
of effects on the climate change 
challenge. firstly, it temporarily and 
briefly stopped the growth in global 
emissions, but by an amount that is 
not material in the sweep of history. 
secondly, the unemployed resources, 
the unemployed capital and labour 
which were a consequence of the 
great recession, lowered the cost of 
investment in structural change. It 
made this a relatively cheap time 
to invest in the new technologies. 
many countries including the united 
states and China made a major 
place for investment in emissions 
reducing structural change in their 
stimulus packages and the total 
effect of this on the world scale was 
considerable. Thirdly, the political 
economy of mitigation became more 
difficult. because it is a time of rising 
unemployment globally, demands by 
established industries for support for 
resistance to structural change are on 

Professor Ross Garnaut: To heed the views of the small minority of genuine sceptics in the relevant 

scientific communities would be to hide from reality.
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the rise. Overall, the elections of new 
governments committed to stronger 
mitigation in the usa and Japan, the 
strengthening of old governments 
in India and Indonesia, and strong 
community support for action has 
prevented a general international 
retreat on mitigation in the year since 
the Great Crash.

The approaches of the Review 
to the science, and the uncertainty 
surrounding it, have been influential. 
The Review accepted the views of 
mainstream science ‘on a balance of 
probabilities’. There is a chance that 
it is wrong. but it is just a chance. to 
heed instead the views of the small 
minority of genuine sceptics in the 
relevant scientific communities would 
be to hide from reality. It would be 
imprudent beyond the normal limits 
of human irrationality.

substantial support has been 
generated for the idea put forward 
in the Review, that australia’s 
national interest is in a strong global 
agreement, with australia’s part being 
to reduce emissions entitlements by 25 
per cent from 2000 levels by 2020 and 
90 per cent by 2050. The Government 
and Opposition have accepted the 
Review’s approach to conditional 
and unconditional targets for 2020. 
a year ago the 60 per cent reduction 
target from 2000 levels by 2050 was 
seen as a stretch, but now mainstream 
discussion is about how far beyond 
that we have to go. The Prime minister 
has indicated willingness to seek a 
mandate at the next election to tighten 
old 2050 targets from 60 per cent to a 
larger reduction.

some environmental groups have 
wanted stronger mitigation with 
more ambitious goals than 450 parts 
per million, but I’m not sure those 
views come to grips with the awful 
reality that any path to anything more 
ambitious than 450 must first secure 
450 parts per million with some 

overshooting and then go lower. There 
is a danger that the best has become 
the enemy of the good, and the friend 
of the bad.

The Review’s approach to 
compensation for low-income 
households has been widely accepted 
by the government and has not been 
controversial, but compensation to 
businesses has followed different lines. 
The absence of principle in payments 
to trade-exposed industries for the 
temporary period in transition to 
effective global mitigation has led 
to arbitrary distribution, probably 
to over-allocation on average, to 
the absence of an expectation of, or 
process for, early phasing out as others 
move to stronger mitigation and to the 
ugliest ‘money politics’ we have seen 
for a generation.

. . . there’s growing 

acceptance in China that 

the Review’s formula for 

Chinese participation in a 

global regime is consistent 

with attainable Chinese 

policy objectives

It’s a pity that there’s been so 
much focus on what are essentially 
transitional arrangements. We would 
have a more fruitful discussion if we 
focused on how the mitigation system 
would work once an effective global 
agreement was in place with all major 
economies taking part.

There has been relatively little 
fiscal allocation for innovation in 
low-emissions technologies; the pre-
emption of permit revenue for other 

uses is one of the reasons why. The 
ambits of the government’s response 
have focused on carbon capture and 
storage technologies.

The initiative that the australian 
government took in global leadership 
on carbon capture and storage 
(CCs) is a valuable one. There’s been 
criticism of the support for CCs 
technologies, mainly from green 
groups because it’s seen as supporting 
an old industry, the coal industry. CCs 
research investments are thoroughly 
justified. The problem is not the 
support for CCs, but the absence 
of support for innovation in other 
technologies in which australia has 
comparative advantage in research, 
a large economic interest, and which 
are potentially transformative for 
the global mitigation effort. bio-
sequestration is the most obvious of 
these.

much of the debate has not been 
about the targets, the objectives or 
the need for mitigation, but has been 
about the instrument that australia 
should use in reducing greenhouse gas 
emissions. There’s been a tendency 
to compare an ideal carbon tax with 
a flawed emissions trading scheme 
(Ets). In truth, the political economy 
of implementing a clean carbon 
tax would be as difficult as a clean 
Ets. One senior business figure 
who favours a carbon tax has said to 
me that there is much controversy 
about giving free permits to favoured 
businesses, and it would be much 
more straightforward to give special 
support for a favoured industry under 
a carbon tax: under the traditions of 
the australian tax system, he said, if 
you want to favour some industry you 
just exempt it from the tax and people 
don’t notice it very much.

The international regime proposed 
by the Review has held up well to the 
international discussion. There’s been 
a fair bit of discussion of it in India, 
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China and Indonesia, and this is to a 
considerable extent focused on the 
date at which convergence to equal 
per capita entitlements should occur. 
It’s also focused on the parameters 
of support of developed countries 
for new technologies and adaptation. 
further, there’s growing acceptance 
in China that the Review’s formula 
for Chinese participation in a global 
regime is consistent with attainable 
Chinese policy objectives.

While the Ets as proposed by the 
government has many weaknesses, it’s 
likely that changes to facilitate support 
in the australian senate would 
exacerbate rather than ameliorate 
weaknesses. One main exception 
to what I’ve just said would be if 
stronger measures were introduced to 
support innovation related to bio-
sequestration. another would be if 
it were possible to introduce explicit 
arrangements to phase out assistance 
to trade exposed industries as other 
countries strengthen their mitigation 
efforts.

but such good changes are much 
less likely than exacerbation of 
distortions in response from business 
interests. from that perspective I hope 
that the Ets can be passed into law 
quickly and with no further distortion, 
if necessary through a Joint sitting of 
the House of Representatives and the 
senate. EAFQ

waiting for 
Copenhagen
sTEphEn hOwEs

W hy is it that we were able to 
conclude international climate 

change agreements in the 1990s 
– the united nations framework 
Convention on Climate Change 
(unfCCC) in 1992 and the Kyoto 
Protocol in 1997 which implements 
the framework Convention – when 
the science was more tentative and less 
dire, and when there was little if any 
domestic action, but that now, when 
there is so much more global concern 
and action, we find an international 
agreement so elusive?

It is so difficult to reach an 
agreement this time around essentially 
because the first time we tried, we 
failed. under the 1992 unfCCC, 
the world agreed to stabilise the 
concentration of greenhouse gases 
and the developed countries agreed 
to lead the world in tackling climate 
change not indefinitely but, to quote 
from the Convention, as a ‘first step’ 
towards a global approach. some 40 
developed countries came together 
and agreed to bind themselves to 
emission targets under the Kyoto 
Protocol in 1997. The Protocol has 
been much criticized, but, whatever its 
deficiencies, it represented a degree of 
global consensus on the way forward 
which eludes us today. unfortunately, 
that consensus was smashed in the 
same year that the Protocol was 
finalised when the us senate through 
its 1997 95-0 bryd-Hagel resolution 
signaled its preemptive rejection of the 
Protocol. australia followed america’s 
lead to become the second country to 

sign the Protocol but then refuse to 
ratify it. Other rich countries ratified 
the Protocol, but, discouraged by the 
us pull-out, overall have made a less 
than convincing effort to achieve their 
targets. Outside of Europe, emissions 
have risen, not fallen.

Kyoto was the world’s Plan a for 
dealing with climate change. It didn’t 
work. The world is now engaged in the 
search for a Plan b. It is never easy to 
build on failure. and it gets worse.

The main distinguishing feature 
between the new Plan b and the old 
Plan a is that Plan b asks more of 
poor countries. (The division of the 
world into rich and poor has been 
fundamental to the international 
climate change architecture and, 
whatever one thinks of it, it can’t be 
wished away.) under what I call Plan 
b, poor countries are not asked to 
submit to binding, economy-wide 
targets since this, it is judged, would 
be treating them in the same way as 
rich countries which in turn would 
violate the core unfCCC principle 
of ‘common but differentiated’ 
responsibilities. However, unlike under 
Kyoto, the better-off and larger among 
the poor countries, such as China and 
brazil, are being asked to commit to 
and implement policies and measures 
to reduce emissions below what they 
would have otherwise been. This is the 
hybrid compromise that has been on 
the table since the bali Conference of 
2007.

asking poor countries to do more 
makes sense. The united states has 
shown that it will not be part of a 
treaty which only binds rich countries. 
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PICTURE: JIM WaTSON/ afP / GETTy IMaGES

US President barack Obama and Vice-President Joe biden inspect a rooftop solar panel installation with Namaste Solar CEO blake Jones at the denver Museum 

of Nature and Science, Colorado: rich countries need to demonstrate that they take climate change seriously. 

and poor country emissions are now 
too big, and growing too fast to ignore.

but asking poor countries to do 
more also smacks of bad faith. The 
rich countries agreed to go first, 
then failed to do so, and are now 
asking more from the poor countries. 
not surprisingly, therefore, the 
negotiations over how the burden 
of mitigation will be shared are 
difficult and acrimonious, with each 
side accusing the other of not doing 
enough.

H ow will this impasse be broken? 
The shape of a likely deal is 

actually pretty clear to see. China 
is key to any solution. China has 
recently announced that it will adopt 
a carbon intensity reduction target. 
The next steps for China are to put a 

number to this target, and to indicate 
its willingness to include it as part 
of an international agreement. The 
target itself would be non-binding. 
China would be binding itself to a 
set of policies which, it would be 
expected, would lead to the target 
outcome. The same goes for recent 
policy announcements by India 
and Indonesia. If countries such as 
these were prepared to agree to an 
international framework which gave 
their domestic policies international 
visibility, and if developed countries 
agreed to be more generous in terms 
of financing and/or more ambitious 
in terms of targets, we could have the 
makings of a global deal.

so, there is a way out, but the 
path forward is both uncharted and 

uncertain. Eventually, the force of 
the scientific warnings, the weight 
of domestic action, and the pressure 
on leaders to reach an agreement 
will force a compromise. but when? 
Expectations for Copenhagen have 
been increasingly revised downwards. 
It may take another year or two before 
any deal is sealed. and, even then, 
there is no guarantee.

W hat are the implications for 
individual countries? many in 

australia argue that we should ‘wait 
for Copenhagen’ before legislating an 
emissions trading scheme. Indeed, this 
is the position of the Opposition party, 
which has the numbers to block this 
legislation in the upper house.

such an approach, though 
apparently grounded in hard-
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nosed realism, is in fact naïve. We 
already know what will happen at 
Copenhagen: not very much. so to 
wait for Copenhagen is in fact to put 
domestic climate change policy on 
hold indefinitely, until an agreement is 
reached. This would be a mistake, for 
two reasons.

first, a treaty on climate change 
is not a magic bullet. We are yet to 
discover a treaty structure which 
would remove the incentives for 
countries to free-ride on the efforts of 
others. There can be no guarantees of 
full participation or compliance: Kyoto 
should have taught us at least that, if 
nothing else. discouraging free-riding 
by countries will only happen if there 
is domestic as well as international 
pressure on governments to act. and 
domestic pressure will manifest itself 
in unilateral action.

second, although we should not 
wait for an international agreement, 
we do still need one. There will be 
more mitigation with an international 
agreement than without. Countries 
with a concern about climate change 
should not act as passive bystanders, 
but rather should act to increase 
the prospects of an agreement 
emerging. The stronger the prior 
domestic action, the more likely and 
the more ambitious any subsequent 
international agreement will be.

The success of the international 
agreement to control ozone depleting 
substances is a case in point. treaty 
negotiations began only after the 
us had banned the use of CfCs in 
aerosols, decisive unilateral action 
which then gave it a strong interest in 
and influence over an international 
agreement.

Rich countries in particular need to 
improve their negotiating position by 
demonstrating that they do in fact take 
climate change seriously. They need 
collectively to address what Jairam 
Ramesh, India’s minister for 

the environment, and a driver behind 
India’s new and more active position, 
has called a crisis of credibility. 
Establishing credibility is not only 
a matter of putting forward targets 
for the post-Kyoto period but also 
signaling, through the creation of 
domestic mechanisms, that this time 
we are serious about meeting them.

developed countries as a group put 
an upper bound on global ambition, 
and australia is an influential 
developed country. since the Eu 
negotiates as one, we are the fifth 

The fundamental decision 

facing all countries in 

relation to climate change 

is whether they will be part 

of a coalition of the willing 

on the issue. 

post-Copenhagen diplomacy

EAFQ

MuTsuyOshi nishiMuRa

B y now everybody agrees that 
Copenhagen in december may 

not succeed in producing a neat new 
treaty for the future global climate 
action. yet despite the continuing 
combative façade based on rigid 
negotiating positions, a flexible 
disposition is slowly emerging in 
the attitude of major players, both 
developed and developing. With the 
science being ever more convincing, 
with the international public 
demanding a solution ever more 
strongly than before, no government 

can tolerate the blame of failure. 
The us delay in coming forward 

with an ambitious climate bill 
may be blamed for prolongation 
of securing the way forward. 
That is the easy target. but the 
circumstances demand more 
wisdom. What the world needs, 
above all else, is the us on board. 
Without that China and India can 
never be engaged. There is a subtle 
way forward that needs to avoid 
the us Congress being alienated by 
world hostility and encouraged to 
take the lead.

EAFQ

largest rich-economy emitter (after 
the us, Eu, Japan and Canada). While 
we are on track to meet our Kyoto 
target, in our case it is the target itself 
that robs us of our credibility. It is no 
secret that australia negotiated at 
Kyoto a target that not only, in a treaty 
designed to reduce emissions, actually 
allowed our emissions to increase but 
also required very little effort to meet.

The fundamental decision facing 
all countries in relation to climate 
change is whether they will be part of 
a coalition of the willing on the issue. 
being part of such a coalition implies 
both acting unilaterally and supporting 
an international agreement. 
undertaking to do more if there is 
an agreement is a sensible strategy 
(and the Eu and australia have both 
tabled unconditional and conditional 
emission reduction targets), but 
making an international agreement a 
prerequisite for domestic action is not.

*an expanded version of this essay was 
published by asialink at the university of 
melbourne: www.asialink.unimelb.edu.au
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Greenhouse gas emissions:

A theoretical framework 
and global solution

PICTURE: MaRTIN RUEGNER / ThE IMaGE baNK / GETTy IMaGES

pROjECT TEaM Of ThE  
DEvElOpMEnT REsEaRCh CEnTER 
Of ThE sTaTE COunCil, China

The Kyoto Protocol, as ‘the first 
game in town’, represents significant 
progress towards reducing global 
emissions. Its cap-and-trade 
mechanism and flexible market-based 
implementation have been valued 
highly.

meanwhile, its flaws have also 
been widely criticised, particularly its 
small coverage and ineffectiveness, 
and the lack of incentive for countries 
(especially developing countries) to 
participate. to effectively fight against 
global warming, we need a more 
effective post-Kyoto architecture.

The dRC team has proposed an 
architecture that attempts to improve 
on these shortcomings. all countries, 
including developing countries, are 
covered, and the unclear ‘common 
but differentiated responsibilities’ of 
each country are clearly represented 
by the balances of their national 
Emission accounts (nEas). an 
open and compatible solution on 
both international collaborative 
mechanisms and domestic approaches 
is also established.

While climate change may be a 
diabolical problem, the essence of any 
solution can be stated simply: how 
to equitably allocate the right to emit 
greenhouse gasses (GHG).

This problem is best dealt with by 
nations in cooperation. no matter how 
much an individual country emits, the 

harm from those emissions is borne 
by everyone on Earth. Equity requires 
that no country have the right to harm 
(through emissions) others without 
compensation. We offer the following 
proposition:

A country does not impose extra 
external emission harm to any others 
if, and only if, each country’s per capita 
emissions are equal.

accordingly, equal per capita 
emissions determine a country’s 
emission entitlements. If a country’s 
actual emissions are greater than its 
entitlements, it should compensate the 
other countries for its extra emissions, 
and vice versa.

time is an essential element of our 
proposal. Equal per capita emissions 
should apply both across countries 
and over time. We consider both 

future and past. according to each 
country’s initial emission rights, actual 
emissions, and traded emissions, 
we can establish an nEa for each 
country. The current balance on a 
country’s nEa exactly represents 
its  ‘differentiated responsibilities’ to 
reduce emissions.

by the target year (say 2050), each 
country’s balance on its nEa is the 
past emission balance plus the quota 
allocated between now and the target 
date. Countries must stay below their 
cap unless they purchase permits 
from other countries through the 
international emission trade scheme 
(IEts) or any other channel.

under the dRC’s scheme, three 
steps are proposed towards a global 
agreement:

step 1: define each country’s 

The problem of reducing emissions is best dealt with by nations in cooperation.
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emission rights from a starting point 
to the present, according to a per 
capita principle. We can then establish 
an nEa for each country, and turn the 
unclear ‘historic responsibilities’ of the 
over-emitting countries into clear nEa 
deficits, and into surpluses for others. 
The balance of each country exactly 
represents its ‘historic responsibilities’ 
or rights.

step 2: based on advice from 
science, allocate a global emission 
budget for the years up to the target 
date. The global emissions budget then 
needs to be allocated according to the 
per capita principle. The balance of 
past nEas plus the future allocated 
budget determines each country’s new 
emission quotas to the target date.

step 3: Establish an open and 
compatible solution for both the 
international collaborative mechanism 
and domestic emission reduction 
approach which incorporates the 
various existing proposals. The various 
solutions can then co-exist and 
compete with each other.

a numerical example may help 
to explain. Consider a hypothetical 
world consisting of two countries: a 
developed country and a developing 
country.

The developed country has a 
population of 200 million and 
currently emits 2 tons of GHG per 
capita. to date, it has emitted a total of 
28 billion tons of GHGs (140 tons per 
capita).

The developing country has 
a population of 400 million and 
currently emits 1 ton of GHG per 
capita. to date, it has emitted a total of 
14 billion tons of GHGs (35 tons per 
capita).

This equates to a total of 42 billion 
tons of GHG emitted to date (28 plus 
14), or 70 tons per capita (42 billion 
shared by 600 million people). On an 
equal per capita basis, the developed 
country has over-emitted by 70 tons 

per capita, while the developing 
country has a surplus entitlement of 
35 tons per capita. This represents the 
respective nEa balances over the past.

based on scientific estimates, the 
hypothetical world can sustain a 
further 30 billion tons of emissions to 
the target date (50 tons per capita). 
This entitles the developed country, 
with 200 million people, to 10 billion 
tons, and the developing country, with 
400 million people to 20 billion tons.

Replacing the 

vague ‘common 

but differentiated 

responsibilities’ 

with clearly defined 

responsibilities derived 

from historic action would 

be a major step forward 

Combining the current balance with 
future entitlements, the developed 
country target is 14 billion tons 
less than zero, while the developing 
country target is 14 billion tons above 
zero. If these targets are met (allowing 
for trading and other mechanisms) 
both countries will have equal per 
capita emissions over the entire 
period: an equitable outcome. note 
that the developed country does not 
have to significantly reduce its real 
emissions — it only needs to balance 
its nEa through various channels, 
such as  the IEts, international 
emissions reduction funds, technology 
transfer or a Clean development 
mechanism (Cdm).

Our proposal is based on the 

fair, simple and consistent principle 
of equal per capita emissions. It 
encompasses all countries and 
eliminates the need to classify 
countries into developed and 
developing categories. It would also 
be effective, since the global reduction 
target is built into the proposal.

Replacing the vague ‘common 
but differentiated responsibilities’ 
with clearly defined responsibilities 
derived from historic action would 
be a major step forward and is a 
significant advantage of our proposal. 
Each country’s emission balance 
exactly represents its responsibility for 
emissions reduction.

further, both developed and 
developing countries will have a 
sufficient incentive to reduce their 
emissions, since the more a country 
reduces, the more it can sell (or the 
less it is required to buy) in the IEts 
market. Emissions reduction then 
becomes a self-interested behaviour.

It also solves a problem of history. 
for countries not being covered by 
the Kyoto Protocol or that have failed 
to meet their commitments, their 
contribution and responsibilities 
on emission reduction are clearly 
measured by their nEas.

*This article is drawn from a paper by the 
Project team of the development Research 
Center of the state Council, China: ‘Greenhouse 
Gas Emissions: a Theoretical framework and 
Global solution’, in Ross Garnaut, ligang song 
and Wing Thye Woo (eds) China’s New Place in 
A World in Crisis, available from anu E-Press



E A S T  A S I A  F O R U M  Q U A R T E R L Y  O C T O B E R - D E C E M B E R  2 0 0 9  1 1

The politically possible:

how to achieve success 
in Copenhagen

jEffERy fRankEl

T he climate change conference 
in Copenhagen is supposed to 

negotiate the successor agreement to 
the Kyoto Protocol. but negotiations 
have been blocked by a seemingly 
insurmountable obstacle. The united 
states is at loggerheads with the 
developing world, especially China 
— now the world’s largest emitter of 

greenhouse gases (GHG) — and India. 
fortunately, there might be a way to 
break through this roadblock. 

On the one hand, the leaders of 
India and China are clear: They won’t 
cut emissions until after the united 
states and other developed countries 
have cut theirs first. after all, the 
industrialised countries created the 
problem of global climate change, and 
got rich in the process. developing 

countries shouldn’t be denied their 
turn at economic development, they 
argue. as the Indians point out, 
americans emit more than 10 times 
as much carbon dioxide per person as 
they do. 

On the other hand, the us Congress 
is equally clear: It will not impose 
quantitative limits on us GHG 
emissions if it fears that emissions 
from China, India, and other 

PICTURE: JEWEl SaMad / afP / GETTy IMaGES

after you: US President barack Obama and China’s Premier, hu Jintao. The negotiating positions their nations adopt will be crucial to the outcome of the 

climate change talks in Copenhagen 
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developing countries will continue to 
grow unabated. Indeed, that is why 
the senate was unwilling to ratify the 
Kyoto Protocol ten years ago. Why 
should us firms bear the economic 
cost of cutting emissions if energy-
intensive domestic aluminum smelters 
and steel mills, for example, would just 
migrate to countries that have no caps 
and cheaper energy (a problem known 
as leakage)? Global emissions would 
simply continue their rapid rise in a 
different part of the world. 

In June, the us House of 
Representatives passed the american 
Conservation and Energy security act, 
also known as the Waxman-markey 
bill, which (among other things) 
would set targets for domestic GHG 
emissions. It seeks to address the 
issues of leakage and competitiveness 
by penalising imports of carbon-
intensive products from countries that 
were deemed not to be doing their 
share to fight global climate change. 

but that particular provision won’t 
do the trick. first, it won’t legitimately 
level the playing field--by equalizing 
the price of carbon at home and 
abroad — and thus won’t support 
international climate efforts without 
distorting the market. Rather, it seeks 
to buy off energy-intensive industries 
that fear international competition, 
even at the cost of meeting its 
objectives. Indeed, President barack 
Obama courageously warned of its 
protectionist dangers. (The same flaws 
are found in similar measures that 
have been adopted by the European 
union, although it at least has the 
legitimacy of having ratified the Kyoto 
Protocol and of already having begun 
to cut emissions.) 

furthermore, such political 
reassurances to domestic industries 
that fear losing their competitiveness 
are insufficient. The bottom line is, 
emission cap legislation is unlikely to 
pass the senate as long as major 

. . . developing countries 

must agree to the 

principle of making cuts 

similar to those made by 

Europe, the United States, 

and others who have gone 

before them

developing countries haven’t accepted 
quantitative targets of their own. 

Global issues of leakage and 
competitiveness can only be effectively 
addressed at the multilateral level. 
Thus, the diplomats preparing for 
the Copenhagen negotiations need 
to do two things. first, they should 
pursue a set of multilaterally agreed 
guidelines for countries that want 
to adopt import tariffs or other 
border measures against non-
participating competitors. If such 
measures are properly designed, they 
can be fully consistent with World 
trade Organisation guidelines, 
accomplishing the objectives of the 
international climate change regime 
without violating the international 
trade regime. Otherwise, each country 
will adopt whatever measures are 
demanded by its own domestic 
industry; the resulting measures 
will lack legitimacy and will fail to 
accomplish their ostensible purpose. 
second, negotiators should coalesce 
on a specific mechanism for setting 
the actual numbers that signatories 
of a Copenhagen Protocol can adopt 
as their future emission targets. The 
framework must address the three 
gaping holes in the Kyoto Protocol: 
the absence of a mechanism for 
setting targets in the long run, the 

lack of participation by many major 
emitting countries, and the lack of 
faith that signatories will fulfill their 
commitments.

I see one, and only one, 
practical solution to the apparently 
irreconcilable differences between 
the united states and the developing 
countries regarding binding 
quantitative targets: Washington 
would agree to join Europe in adopting 
emission targets, something along the 
lines of the big cuts specified in the 
Waxman-markey bill. simultaneously, 
in the same agreement, China, India, 
and other developing countries would 
agree to a path that immediately 
imposes binding emission targets on 
them. These would be targets that 
in the first five-year period simply 
follow the so-called business-as-usual 
path, defined as the rate of increase 
in emissions that these countries 
would experience in the absence 
of an international agreement, as 
determined by experts’ projections. 

The idea of developing countries 
committing only to business-
as-usual targets will be met 
with loud objections from both 
environmentalists and us business 
interests because it doesn’t obligate 
China or other developing countries 
to cut emissions. but this commitment 
is far more important than it may 
sound at first. specifically, it precludes 
carbon leakage from undermining the 
environmental goal. The developing 
countries can’t go above their set 
business-as-usual paths as they would 
in the absence of this commitment 
and, therefore, can’t exploit developed 
states’ emissions reduction efforts 
by expanding carbon-intensive 
industries. This step mitigates the 
competitiveness concerns of carbon-
intensive industries in developed 
countries. 

such an approach recognises the 
reality that it would be irrational for 
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China to agree to substantial cuts in 
the short term. Indeed, the developing 
countries, for their part, may object 
when asked to take on any kind of 
binding targets at all, at this stage. but 
they should realise that they would 
gain in strictly economic terms from 
such an agreement. The commitment, 
in an international system of emission 
permits trading, would give China 
the ability to sell permits at the world 
market price. How do we know 
beijing would come out ahead? It is 
currently building roughly 100 power 
plants per year to accommodate its 
rapidly growing energy demand. The 
cost of shutting down an already-
functioning us coal-fired power plant 
is far higher than the cost of building 
a new low-carbon plant in China. 
for this reason, when a us firm pays 

China to cut its emissions voluntarily, 
thereby obtaining a permit that the 
us firm can use to meet its emission 
obligations, both parties benefit, 
even in strictly economic terms. The 
environmental benefit is that China’s 
aggregate emissions would voluntarily 
fall below its business-as-usual 
commitment from the beginning. 

Of course, the next step to this 
solution requires that China and 
other developing countries make cuts 
below their business-as-usual path 
in future years and, eventually, make 
cuts in absolute terms as states gain 
confidence in the framework. but the 
developing countries must agree to 
the principle of making cuts similar 
to those made by Europe, the united 
states, and others who have gone 
before them, taking due account of 

differences in income. Emission targets 
can be determined by formulas that 
(1) give lower-income countries more 
time before they start to cut emissions 
and (2) lead to a gradual convergence 
of emissions per capita over the course 
of the century, while (3) taking care 
not to reward any country for joining 
the system late. 

Realistically, no country (rich or 
poor) will abide by targets in any given 
period that entail extremely large 
economic sacrifices relative to the 
alternative of simply not participating 
in the system. It’s time to stop making 
sweeping proposals that assume 
otherwise, and to pursue instead 
the narrow thread of the politically 
possible.

PICTURE: GOh ChaI hIN / afP / GETTy IMaGES

beijing is currently building 100 power plants a year to meet its rapidly growing energy demand from industrial complexes like this beijing steelworks.
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Changing the international 
climate for global climate 
change negotiations

PICTURE: PORNChaI KITTIWONGSaKUl / afP / GETTy IMaGES

UNfCCC executive secretary yvo de boer has outlined four ‘political essentials’ that are a prerequisite to 

a deal at the Copenhagen summit.

haDi sOEsasTRO

C limate change is perhaps the 
most controversial international 

issue today. The scientific debate on 
the need to limit greenhouse gases 
(GHGs) that are responsible for 
global warming has not ended, but 
it is no longer the main issue. The 
declarations of both the G8 and the 
major Economies forum (mEf), 
held in l’aquila (Italy) in July 2009 
stated the leaders’ agreement with 
‘the scientific view that the increase in 
global average temperature above pre-
industrial levels ought not to exceed 2 
degrees celcius’.

The real issue is how this would 
be achieved. as of today, the planet 
is already 0.8 degrees celcius warmer 
than at pre-industrial times, and the 
rise in the world’s average temperature 
has continued to accelerate. 
Establishing an international climate 
regime is seen as necessary to deal 
with this global problem. This effort 
began with the agreement in 1992 of 
the un framework Convention on 
Climate Change (unfCCC) that led 
to the adoption of the Kyoto Protocol 
in 1997 and its entry into force on 16 
february 2005.

The first commitment period of 
the Kyoto Protocol that started in 
2008 will end in 2012. It is not likely 
going to deliver much as the world’s 
largest emitter, the united states, 
has not ratified it, essentially because 
developing countries were exempted 
from commitments. to produce an 

improved, successor agreement to 
the Kyoto Protocol in Copenhagen, 
parties to the unfCCC have entered 
into a full negotiating mode in 2009, 
particularly since the second session 
last June in bonn. an improved 
agreement is understood to be one 
that is seen as fair by all parties and 
goes beyond the narrow focus on 
mitigation.

President Obama has pledged to 
provide us leadership within the 
multilateral effort to produce a new 

international climate agreement. 
The us House of Representatives 
has recently passed the american 
Clean Energy and security act, and 
the u.s. senate is developing its own 
bill, the american Clean Energy and 
leadership act, to tackle climate 
change. It remains to be seen whether 
the final legislation will help or 
hamper the us to effectively play that 
role. many developing countries are 
now giving greater attention to the 
issue of climate change mitigation 
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and adaptation and are participating 
more actively than before in the 
global negotiations, as they have a 
better appreciation of the risks of 
climate change. These are positive 
developments.

The global financial crisis (GfC)
could have some positive effects if 
it leads to the adoption of ‘green’, 
low-carbon growth strategies in 
pursuing economic recovery and 
beyond. but it could negatively affect 
the negotiations that are underway 
as governments tend to hold back 
on their climate agenda. The crisis 
has weakened the resolve in many 
developed countries to introduce 
meaningful GHG emissions reduction 
measures, as concerns are mounting 
that these could further erode the 
international competitiveness of their 
industries. This is especially so since 
major emerging developing economies 
are not seen to be willing to make 
similar commitments. The unfCCC 
commits developed countries to ‘move 
first’, justified on the basis of their 
‘historical responsibility’. In the recent 
G8 summit developed countries failed 
to agree on specific targets to reduce 
GHG emissions in the near term. 
The G5 leaders that met in parallel 
have urged developed countries ‘to 
pledge to fulfil quantifiable, ambitious 
and comparable goals to reduce 
emissions, through the reduction of 
their combined emissions in 2020 to a 
level that is at least 40 per cent lower 
than those of 1990’, as proposed by the 
Intergovernmental Panel on Climate 
Change (IPCC).

T he GfC also affects the ability, if 
not the willingness, on the part 

of developed countries to provide 
substantial resources to finance the 
efforts by developing countries to 
undertake meaningful mitigation and 
adaptation efforts. The unfCCC 
also commits developed countries 
to compensate developing countries 

for ‘the agreed full incremental costs’ 
that they will bear for any action they 
should choose to take to mitigate 
climate change (article 4.3). China, 
for instance, has argued in its may 
2009 submission to unfCCC that 
developed countries should provide 
funding, mainly through the public 
sector, of 0.5 to 1 per cent of GdP on 
top of existing Official development 
assistance (Oda). Without securing 
such a commitment from the 
developed countries, the developing 
countries are not likely to make a 
major move.

The outlook is not 

promising. But  

perhaps there is a  

way out of this trap

If anything, the crisis merely 
reinforces and accelerates a trend 
that is already happening: that is, 
the decline in the ability of key 
developed countries (the us, the Eu, 
and Japan) to lead in the crafting of 
new global agreements, whereas the 
newly emerging economies (China, 
India, and brazil) that aspire to play 
a greater role in global governance 
are not ready as yet to make the big 
leap and to take on a greater share of 
the responsibility in accordance with 
their increased international profile. 
They conveniently place one foot 
within the grouping of developing 
countries (the G77) to avoid having to 
make binding commitments by using 
unfCCC’s principle of ‘common 
but differentiated responsibility’. 
They are holding on to this as a 
first principle for fear that making 
binding commitments could obstruct 
economic growth, the catching-up 

process and poverty reduction efforts.
The us position is that all 

countries should be put on an equal 
footing. Going into the negotiations, 
developing countries have pledged 
to take mitigation measures, but will 
do this on their own, and they have 
agreed to submit so-called nationally 
appropriate mitigation actions 
(nama). The us and other developed 
countries no longer insist on binding 
emission targets for developing 
countries but demand that the actions 
(instead of the outcome of actions) 
be made binding, and that they are 
transparent, subject to measurement, 
reporting and verification.

leading into Copenhagen, 
there are some improvements in 
the negotiations agenda, such as 
the inclusion of deforestation issues 
which was previously left out in Kyoto. 
yvo de boer, Executive secretary of 
unfCCC has outlined four ‘political 
essentials’ to unleash action that 
will ‘make or break’ a deal. They 
are, clarity about: (a) willingness of 
developed countries to reduce their 
GHG emissions; (b) willingness of 
major developing countries such as 
China and India to limit the growth 
of their emissions; (c) availability of 
financing from developed countries 
to assist developing countries in 
mitigating emissions and adapting to 
climate change; and (d) the governance 
(institutional) framework to deliver the 
support for mitigation and adaptation.

The negotiations have hardly moved 
beyond statements by leaders and 
ministers as expressed in the media. It 
seems that the situation has become 
very polarized. todd stern, the us 
climate envoy, sees this divide between 
the developed countries and the 
developing countries as ‘deeply woven 
into the fabric of climate change 
diplomacy’. some have described this 
situation as the ‘climate trap’.

The outlook is not promising. but 
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delegates at a plenary session of the 1997 Kyoto climate change conference: Can Copenhagen produce an improved successor agreement?

perhaps there is a way out of this trap.
major emerging economies have 

placed only one foot in the G77. 
The other foot is still stepping and 
tapping on different stones to explore 
options for moving ahead outside 
of the unfCCC. Here China is 
clearly at the forefront. It is trying to 
develop a strategy to overcome its 
dilemma. since its ability to make 
binding commitments under the 
unfCCC is limited, it will need to 
demonstrate real efforts to respond 
to the challenge of global warming. It 
has embarked on ‘unilateral actions’ 
involving major economy-wide efforts 
to improve energy efficiency and to 
increase the use of renewable energy 
resources. as a member of the G5, 
China actively participates in the 

efforts to promote cooperation with 
G8 members, in a somewhat awkward 
‘minilateral’ setting, in such areas as 
energy technology transfers, R&d, and 
the development of biofuels, through 
the Heiligendamm process. China is 
also a party to an ad-hoc multilateral 
process, the asia Pacific Partnership 
on Clean development and Climate, 
launched in 2006, which focuses 
on the development of less carbon-
intensive technologies.

B ut China appears to put 
greatest emphasis on bilateral 

cooperation with key developed 
countries, in particular the united 
states. Indeed, there seems to be 
a shift towards ‘bilateralisation’ 
of negotiations between major 
developing countries and developed 

countries on climate issues. China’s 
multi-pronged strategy accords with 
that of the united states, which is 
being pursued on three fronts: (a) the 
unfCCC negotiations process; (b) the 
establishment of the major Economies 
forum (mEf) on Energy and Climate 
to facilitate an informal dialogue 
process; and (c) a focus on key bilateral 
relationships, especially with China. 
Thus the G2 is something that would 
seem to emerge logically, and should 
be seen in this light. It may, in fact, 
hold an important key to the crafting 
of an international climate regime.

In parallel to China’s efforts, 
other developing countries in East 
asia could make similar initiatives, 
individually or as a group, to produce 
a concerted regional action plan 

UN PhOTO / fRaNK lEaThER
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that contributes to increasing the 
chances of success of the emerging 
multi-pronged strategy towards an 
international climate agreement. 
Elsewhere, a similar initiative has 
been proposed to make asia a ‘game 
changer’ in global climate change 
negotiations. The suggestion is for the 
regional countries to use their national 
energy efficiency and sustainable 
development plans and targets to 
demonstrate initial commitments to 
GHG reductions.

In line with this initiative, a set of 
medium-sized countries in the region 
could come forward to agree on 
setting unilateral emissions reduction 
targets with a pledge to make further 
cuts if others follow suit. australia has 
indicated its readiness to do so. Korea 
and Indonesia can do the same.

These initiatives will complement 
the many other efforts outside of the 
unfCCC such as the G5, G8, mEf, 
and G20. Climate change will become 
a more prominent item in the agenda 
of the G20, as G20 finance ministers 
have been asked to come up with a 
global climate financial framework. 
but the East asian initiative should 
primarily be seen as a strategic effort 
to change the international climate for 
global climate change negotiations.

T he unfCCC process of 
negotiations may indeed 

resemble the process of multilateral 
trade negotiations under the WtO. 
Kyoto was the first round, Copenhagen 
the second round, and will be followed 
by further rounds of negotiations 
that hopefully will take place under 
a progressively improved climate for 
negotiations.

East asia should help ensure that 
these rounds of global climate change 
negotiations do not end up in a doha 
Round type of situation.

Leading to  
Copenhagen: 
forging  
global solidarity

EAFQ

kazuhikO TakEuChi

O n monday, 7 september, 2009, at 
the asahi World Environment 

forum, the new Japanese Prime 
minister, yukio Hatoyama, announced 
that the government would reduce 
Japan’s greenhouse gas emissions 
by 25 per cent from 1990 levels, by 
the year 2020 – this is equivalent to 
one-third from current levels in just 
11 years. The pledge is in contrast 
to his predecessor, former Pm taro 
aso, who proposed a target of only 
an 8 per cent reduction from 1990 
levels. mr. aso argued that while 
this target may seem low, it will be 
achieved through purely domestic 
emissions reductions (and not from 
carbon credit offsets, or simply buying 
carbon credits from reductions made 
overseas), and is based on what is 
technologically and politically feasible 
in the given time frame. The new 
target of mr. Hatoyama is in line with 
Intergovernmental Panel on Climate 
Change (IPCC) forecasts, which 
estimates a reduction of emissions 
of between 25-40 per cent of 1990 
levels from 2012 to 2020 by developed 
nations combined is required to 
reduce the risk of Earth’s average 
temperature rising more than 2 
degrees this century.

Japan’s target is also slightly higher 
than that of the Eu’s ‘20/20/20’ target. 

That is, a 20 per cent cut in greenhouse 
gas emissions by 2020, compared with 
1990 levels; a 20 per cent increase in 
use of renewable energy by 2020; and a 
20 per cent cut in energy consumption 
through improved energy efficiency 
by 2020. However, the Eu also agreed 
to raise the target to 30 per cent if 
an international commitment was 
reached by other developed countries 
and more advanced developing nations 
to reduce emissions by a comparable 
amount.

R esponses have been mixed. 
In general, international 

commentary has been positive. 
danish Climate and Energy minister 
Connie Hedegaard and the Executive 
secretary of the united nations 
framework Convention on Climate 
Change (unfCCC), yvo de boer, 
have both praised the target. nGO 
groups like the WWf Global 
Climate Initiative and Greenpeace 
International also applauded the new 
target. but positive sentiments have 
generally been tempered with caution, 
especially since no details have been 
provided on how the new target would 
be reached. Commentators have 
warned that while the announcement 
was a good first and symbolic step, 
Japan needs to show how this can 
be realised. most believe that Japan 
will not be able to achieve the target 
through domestic reductions alone.

at an Integrated Research system 
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for sustainability science (IR3s) and 
university of tokyo symposium on 
‘Pathways to low Carbon society 
after the Kyoto Protocol’ (28 October, 
2009), mr. Gijs berends, the first 
secretary of the delegation of the 
European Commission to Japan, 
echoed this sentiment,  saying that 
the target would require a mix of both 
domestic emissions reductions and 
offsets through purchases of carbon 
credits from other countries. Japan has 
already made steps to purchase carbon 
credits from developing countries. 
more recently, it has signed deals with 
latvia to buy the rights to emit 1.5 
million tons of CO2 (October, 2009) 
and 20 million carbon credits from the 
Czech Republic (september, 2009).

In a critical opinion piece Professor 
Roger a. Pielke, Jr. argued that ‘setting 
unattainable emissions targets is 
not a policy — it’s an act of wishful 
thinking.’ Japan is the fifth-largest 
emitter of total global greenhouse 
gases in the world, but is also one 
of the most energy-efficient. Pielke 
argues that ‘meeting these goals will 
be enormously difficult, especially 
because Japan has for decades been 
at the forefront of improving energy 
efficiency and has already plucked 
much low hanging fruit. Consequently, 
if Japan’s proposals are to be criticised, 
perhaps it should be because they are 
too ambitious rather than too weak.’

so how will the goal be achieved? 
details are still unclear. The new 
government has not explained 
which sectors will have to make the 
emissions reductions. It announced 
it would promote green industries, 
establish a domestic carbon trading 
market, introduce a global warming 
measure tax, increase renewable 
energy by 10 per cent by 2020 through 
the introduction of a fixed-price 
feed-in tariff policy, and subsidise 
photovoltaics for households, 
environmentally-friendly automobiles, 

and energy-efficient household 
appliances.

Professor tetsuo yuhara presented 
what he considered were the required 
steps to reach this target at the 
recent IR3s and university of tokyo 
symposium. Reaching the target would 
require sectoral reductions as follows: 
industry: 29 per cent, transport: 34 
per cent, commercial: 41 per cent, 
residential: around 50 per cent, energy 
conversion 41 per cent.

solar power generation must 
increase by 55 per cent from current 
levels, requiring photovoltaic cells 
to be installed in all new houses 

and some existing houses (600,000 
annually). fifteen new nuclear power 
plants must be built and operated with 
90 per cent capacity utilisation rate, far 
above the current rate of 60 per cent. 
Increased thermal power from both 
gas power plants and biomass mixed 
combustion would be needed. ninety 
per cent of sales of new vehicles 
must be of next generation vehicles. 
all new houses and existing houses 
must have heat insulation installed, 
and mandatory energy conservation 
standards must be implemented. 
The price of one ton of CO2 would 
be ¥82,000 under the new target, 
compared to ¥15,000 for the previous 
target of an 8 per cent reduction, or 
the current price of around ¥7000.

not surprisingly, there has been 
domestic criticism of the new target, 
largely by business groups who 
argue that stringent regulations may 
encourage more businesses to shift 
overseas.

Overall, the pledge by the new 
government shows decisiveness and 
willingness to take a leadership role in 
creating the global solidarity needed to 
come to an agreement in Copenhagen 
to move towards what science says 
must be done. as expressed by the 
danish Climate and Energy minister, 
the big step taken by Japan with its 
ambitious targets will very likely 
influence other countries to follow. 
If the developed countries can come 
up with commitments in the range of 
20-30 per cent emission reductions, 
it would be easy for emerging major 
economies such as China and India 

danish Climate and Energy Minister Connie 

hedegaard: sees Japan’s step as  likely to 

influence other countries.

PICTURE: KlaUS hOlSTING / daNISh MINISTRy fOR ClIMaTE aNd ENERGy

Developing countries, which made the least 

contributions to increased greenhouse gas 

concentrations in the atmosphere, are the most 

vulnerable to the impacts of climate change
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Japanese Prime Minister yukio hatoyama addressing the United Nations: his greenhouse gas reduction targets have drawn both praise and criticism.

to come up with commitments that 
could lead to a comprehensive global 
agreement on emission reduction. This 
last window of opportunity to arrive 
at an all-inclusive global agreement on 
emission reduction to follow the Kyoto 
Protocol must be seized by all means.

agreement on mitigation is not 
the only concern at Copenhagen. 
It is equally important to address 
support for adaptation. developing 
countries, which made the least 
contributions to increased greenhouse 
gas concentrations in the atmosphere, 
are the most vulnerable to the impacts 
of climate change. agriculture and 

water are two critical sectors that 
could be adversely affected by climate 
change and are the major concerns 
of many of the developing countries. 
Our modelling studies show that 
although the countries in the tropics 
will initially benefit from CO2 
fertilization, increasing temperatures 
would cause yield reductions of 10 per 
cent or more. Changing rainfall, both 
in timing and in intensities, would 
exacerbate these conditions. While 
there is a great deal of discussion 
on funding adaptation, there is very 
little focus on how to develop and 
implement adaptation strategies in a 

sustainable manner. Climate is very 
much conditioned on the geographical, 
bio-physical and socio-economic 
characteristics of a particular location. 
Hence adaptation strategies must 
evolve locally, incorporating the 
diverse and complex interactions of 
all affected stakeholders, as well as 
the local ecology and environmental 
processes. for adaptation strategies to 
evolve locally, local human resources 
and technical capacities should be 
developed, particularly in the most 
vulnerable regions of the world.

This can be achieved through 
postgraduate education, where the 
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india: Are we 
isolated on 
climate change?
Rajiv kuMaR

A t a conference earlier this year 
on India and Global Climate 

Change, a former environment 
secretary eloquently outlined the 
tough stand that India should adopt 
in partnership with China and brazil 
in the forthcoming Copenhagen 
summit.  That this is the standard 
party line was clearly demonstrated by 
Environment minister Jairam Ramesh 
in a dialogue had with Hillary Clinton. 
India will not consider any capping 
of emissions by emerging economies 
and, in any case, advanced economies 
should demonstrate their seriousness 
by making substantial upfront funding 
(hundreds of billions of dollars) 
commitments for any meaningful 
advance to be made.

China and the united states signed 
a memorandum of understanding 
(mou) on enhancing bilateral 
cooperation on climate change, 
energy and environment in July 2009. 
This agreement was not predicted in 
new delhi, and was initially an issue 
of consternation for Indian policy 
makers.

nonetheless, the Chinese signing of 
a mou with the us is clearly in their 
national interest, given the high level 
of mutual economic and financial 
interdependence between the two 
nations. but one is amazed at India’s 
apparent naivety in continuing to 
believe that when push comes to shove 
(and we can expect that the Obama 

administration, having already taken 
several domestic policy steps, will 
exert maximum pressure to secure an 
ambitious outcome at Copenhagen), 
we will not be left in splendid isolation. 
This happened to us in the last 
stages of the uruguay Round trade 
negotiations. It would appear that the 
great majority of countries feel that a 
consensus and globally coordinated 
action on climate change is necessary. 
Therefore our Prime minister did 
well to sign the joint statement in 
aquila, despite the naysayers. He 
surely understands that to remain 
in the game, we have to be seen as a 
cooperative player.

One wonders how policy makers 
will act now that the details of the 
sino-us mou are out. The mou 
clearly states that ‘the purpose 
is to strengthen and coordinate 
our respective efforts to combat 
global climate change and support 
environmentally sustainable and low-
carbon economic growth.’ It adds that, 
‘the participants intend to hold regular 
ministerial consultations to deepen 
mutual understanding, and promote 
and guide bilateral cooperation on 
climate change.’

two questions arise: first, will we 
continue to formulate our stance 
on the assumption that the Chinese 
will support us when the going gets 
tough, and is there any mileage in that 
support if they are regularly consulting 
with their us counterparts? second, 
how come the Chinese are able to pull 

necessary research can be conducted 
in partnership with implementing 
agencies and local communities. We 
need to discuss ‘adaptation’ in terms of 
‘development with climate resilience’ 
and support for this is needed not 
only in terms of financing, but also 
through comprehensive capacity 
development programs, so that the 
necessary technology and knowledge 
is transferred in a sustainable manner 
to enable affected countries to plan 
and implement adaptation programs 
that best suit their development plans. 
united nations university has already 
embarked on this process through 
the creation of a university network 
for Climate and Ecosystems Change, 
where leading universities in asia 
and africa can share resources and 
knowledge in creating educational 
and research programs to meet these 
challenges effectively.

The whole world has come together 
as never before to tackle the climate 
change challenge. It provides us 
with a golden opportunity to design 
development strategies not only for 
reducing adverse climate change 
impacts, but to go beyond adaptation, 
towards a truly sustainable global 
future.
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off such a publicity coup despite their 
stated opposition to the us? They have 
signed a mou that is long on bilateral 
cooperation, yet gives them sufficient 
freedom in the ongoing negotiations.

The validity of India’s argument 
against accepting emission caps, which 
is based on our very low per capita 
levels and the undertaking to keep 
these lower than advanced economies, 
has also been recently challenged.

The managing director of the 
brookings Institution, William 
J antholis, has questioned the 
credibility of this stand by arguing 
that by adding more than a billion 
people by 2050, China and India will 
undermine the ‘careful consensus 
(on population management) 
developed over a decade ago, with 
India’s support, at the 1994 united 
nations International Conference 
on Population and development.’ 
antholis goes on to argue that on this 
basis ‘countries like India are using a 

double standard when they talk about 
history.  . . . If developed nations are 
held responsible for emissions that 
they historically contributed, oblivious 
to their impact on climate change, 
why shouldn’t developing nations 
take responsibility for producing 
generations of people who will 
generate emissions into the future?’ 
It is clear that advanced economies 
will not accept the proposition that 
historical behaviour obliges them 
to accept completely asymmetric 
unilateral action for mitigation.

T he issue clearly is that somehow 
a workable modality has to be 

found for all nations to work together 
to prevent an unacceptable outcome. 
In this context, is there a way forward 
in which India could again regain 
the high ground and not lose the 
narrative?

some pointers for a credible stand 
for India have been provided by the 
nobel laureates Thomas schilling, in a 

recent lecture at an Indian Council for 
Research on International Economic 
Relations (ICRIER) forum, and 
michael spence, in his paper titled 
‘Climate Change, mitigation and 
developing Country Growth’. Closer 
to home, Ramgopal agarwala has 
produced numbers to show that, given 
the growth imperatives of emerging 
economies such as India and China, a 
more feasible cut-off date for bringing 
down average per capita emissions to 
less than two tonnes would be 2050 
and not 2020. We can, he argues, 
work on capping the growth of carbon 
emissions, rather than negotiate on the 
basis of an absolute cap. In my view, 
this has the kernel of a workable idea 
and our government will do well to 
look at this more carefully. 

In any case, being identified as 
the principal naysayers earns us no 
political clout from any constituency, 
and does not serve our national 
interests.

PICTURE: MaIl TOday / INdIa TOday GROUP / GETTy IMaGES

Indian Environment Minister Jairam Ramesh and US Secretary of State hillary Clinton: straight talking on emissions.
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korea’s ambitious plans 
on climate change
kihOOn lEE

A t the u.n. Climate summit 
in new york on september 

30, 2009, President lee myung-bak 
announced that Korea will adopt a 
carbon emissions target, with specifics 
to be presented by the end of the year. 
among the non-annex I countries 
(signatories to the Kyoto Protocol that 
do not have binding carbon emission 
reduction targets), Korea will be the 
first to voluntarily adopt a target with 
a timetable. 

The target under consideration 
is quite ambitious. Kim Hyung-
kook, Chairman of the Presidential 
Committee on Green Growth, 
revealed that  Korea’s carbon target 
will constitute a 21 to 30 per cent 
reduction in 2020 from the ‘business 
as usual’ (bau) trajectory, which 
amounts to a 4 per cent decrease from 
the 2005 emissions level.  Considering 
that Korea’s emissions have almost 
doubled in the last 15 years and that 
the Eu urges developing countries 
to reduce emissions by 15 to 30 per 
cent relative to the bau scenario, his 
remark, “Ours is epochal”, appear as 
mere hype.

Korea’s plan is estimated to cost 
0.49 per cent of GdP or around 
us$200 per household per year. 
On a national-consensus building 
process to finalise its target, the 
Korean government faces strong 
opposition from the business 
sector — particularly from Korea’s 
leading industries such as cement, 
steel, automobile, shipbuilding and 
petrochemicals, which depend heavily 

on energy. Worried about its impact 
on these industries, especially about 
losing competitiveness to China, 
even a minister of the current cabinet 
openly calls it ‘a hasty measure.’ 
many environmentalists downgrade 
the plan pointing at huge increase 
in investment on nuclear energy, on 
which Korea already highly depends. 

If the registered credits 

from the NAMAs are 

purchased and applied 

to rich countries’ targets, 

they will constitute 

irresistible financial 

compensation for poor 

countries for reducing 

their carbon emissions

Recall that Korea, however, being 
a member of the Organisation 
of Economic Cooperations and 
development, insisted on being 
classified a developing country to 
avoid being listed among the annex I 
countries facing mandatory emissions 
targets. It is clear that Korea is moving 
away from its defensive stance on 
international climate change talks 
towards a more aggressive one. 
This change stems from Korea’s 

efforts to move from the traditional 
‘growth-at-any-cost model’ to a ‘low 
carbon green growth model.’ Korea 
has already transformed itself from 
an international aid recipient to a 
donor country. Korea has pledged 
us$200 million by 2012 to the East 
asia Climate Partnership Program to 
support climate change adaptation and 
technology transfer in the region.

It is also no small achievement of 
international climate change talks to 
have induced the world’s ninth-largest 
carbon emitter to bell the cat. ban Ki-
moon, the un secretary general, has 
been face-saved by his home country, 
Korea, which has set an example in 
reducing carbon emissions as he has 
urged, therefore helping raise his voice 
in asking the world to act boldly on 
climate change. It might be natural 
to expect a ‘domino-effect’ on middle 
income countries including mexico, 
brazil and argentina. 

K orea’s ambition goes beyond that. 
The world is supposed to develop 

a replacement of the Kyoto Protocol 
soon. until now, it has been apparent 
that poor countries will not commit 
to any explicit targets for reducing 
global carbon emissions without 
ample financial and technological 
support from the rich countries, not 
to mention the need of the annex I 
countries to lead by example in their 
own efforts to reduce emissions. Korea 
wishes to be a mediator between 
developed and developing countries in 
climate change negotiations. 

to bring developing countries into 
the system, President lee at the un 
summit called for the establishment 
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of a registry of nationally appropriate 
mitigation actions, or namas, 
of developing countries. If the 
registered credits from the namas 
are purchased and applied to rich 
countries’ targets, they will constitute 
irresistible financial compensation 
for poor countries for reducing 
their carbon emissions and will be 
an indispensible vehicle for rich 
countries to commit to deeper cuts 
as well. Thus, the namas approach 
can be a win-win solution if one can 
avoid inundation with cheap carbon 
credits by having a proper measuring, 

reporting, and verifying mechanism.  
Korea hopes to play a leading role 

again by chairing the G20 summit 
scheduled for 2010 in Korea. That will 
be the first major encounter between 
key developing and key developed 
countries post-Copenhagen. Korea 
seems to be on the right track. Having 
committed to share the burden, 
voluntarily or not, increased global 
participation will be better for the 
Korean economy, especially for Korea’s 
trade-exposed energy-intensive 
industries. Otherwise they may lose 
market share to strong competitors 

like China, which is reluctant to 
commit. 

but questions remain. What if the 
global economic downturn is over 
soon? Or what if Korea has a strong 
demand shock from China? What 
if the oil price doubles? There are 
many risks and uncertain economic-
environmental-social factors that 
threaten Korea’s commitment. The 
importance for Korea of providing 
an exit or safety-valve to manage 
commitment costs within the 
confinement of its capacity cannot be 
over-emphasised.

UN PhOTO / ESKINdER dEbEbE

UN Secretary General ban Ki-moon observing the effects of climate change on antarctic glaciers during a visit to King George Island. his Korean homeland has  

met his call to act on climate change.
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india and the 
Copenhagen summit

RaGhBEnDRa jha

A s the world moves inexorably 
towards the Climate summit 

in Copenhagen, immense pressure 
has been brought to bear on India 
to accept legally binding carbon 
emissions targets. The latest attempt 
to pressure India came from us 
secretary of state Hillary Clinton 
during her visit to India earlier this 
year.

such pressures on India and some 
other countries (particularly China) 
are occurring against the backdrop of 
a new wave of environmental activism 
among Western commentators 
over the climate change debate. for 
example, al Gore has called on all 
countries to place an immediate 
moratorium on coal-fired power 
plants. This would simply be a no 
go for India. more than half of the 
800,000 megawatts of power India 

plans to produce by 2030 are to come 
from coal-fired plants because coal is 
abundant in India and other energy 
sources are relatively scarce.

against this backdrop, it is 
instructive to recap the factual 
position concerning carbon emissions. 
In 2005, the total CO2 emissions for 
India, China, the us and the world 
were: 1.1, 5.1, 5.8 and 27.1 billion 
tonnes respectively, whereas their per 
capita emissions in the same order are 

PICTURE: RaVEENdRaN / afP / GETTy IMaGES

danish Prime Minister lars lokke Rasmussen and Indian Prime Minister Manmohan Singh in New delhi in September 2009: Some Western governments are 

disinclined to accept assurances that India will keep its per capita emissions below the world average.
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1, 3.8, 19.6 and 4.2 tonnes. It has been 
estimated that China’s emissions could 
reach 9 billion tonnes soon – although 
the figure of 6.5 billion tonnes has 
been mentioned.

It follows from this that it is wrong 
to club India and China in the same 
group of carbon emitters. China’s total 
emission is comparable to that of the 
us (and may indeed have surpassed 
this level), whereas India’s is only 
about a fifth of China’s. In terms of 
per capita emissions, China is close to 
the world average whereas India’s per 
capita emissions are less than a quarter 
of the world average.

In terms of outcomes for humans, 
the picture is even bleaker. for 
instance, India’s per capita annual 
electricity consumption is only 500 
units compared to 8,000 to 10,000 
units per capita consumed by Western 
societies.

nearly 550 million Indians do not 
have formal access to any source of 
electricity. In this context, Prime 
minister manmohan singh told 
former us President George W. bush 
in 2008 that this was like the entire us 
population and half of the European 
union living without any regular 
access to electricity.

Thus it is quite reasonable to expect 
that India’s per capita electricity 
consumption will go up – from the 
present 500 units to at least 3,000 units 
in the next 10 years. but India will still 
consume less than half of the present 
per capita electricity consumed by the 
West.

India has argued that it will keep its 
per capita emissions below the world 
average, but Western governments are 
disinclined to accept this. Their efforts, 
if successful, would cap emissions in 
such a manner that it will become 
difficult for India to meet the basic 
energy needs of the people using 
local resources. This is unjustifiable. 
nevertheless, the global climate

 The less-developed 

countries, by selling their 

carbon permits 

 to richer countries, 

would have signed away 

their opportunity to 

 emit carbon

challenge has to be addressed. Hence 
compensatory mechanisms need to be 
put in place.

The Global Carbon Emissions 
trading scheme (Ets) being 
canvassed as a way out may or may 
not control carbon emissions, but its 
developmental and policy implications 
are eminently obvious, though less 
advertised.

by definition, the global Ets would 
involve international trade in permits 
for carbon emissions. typically, 
economically developed high carbon 
(at least in per capita terms) countries 
would buy carbon emission permits 
from the economically poorer low 
carbon (again at least in per capita 
terms) countries. This would involve a 
transfer of funds from the richer to the 
poorer countries; and, furthermore, 
a commitment from the latter to 
restrict carbon emissions, whereas the 
former would be able to emit more 
carbon than would have been possible 
in a world with firm quantitative 
restrictions on emissions but no global 
Ets.

The inflow of foreign exchange into 
economies such as India would be a 
mixed blessing, as this would lead to 
an appreciation of their real exchange 
rates vis-a-vis the rich countries, thus 

lowering their export competitiveness. 
Concurrently, the relative export 
competitiveness of the richer countries 
would be enhanced. The impact of 
the global Ets on countries such 
as India would thus be like ‘dutch 
disease’. The carbon emission permits 
they would be allotted, and a good 
fraction of which they would sell to the 
rich countries, would lower the pace 
of their industrialisation, hurt their 
growth prospects, and hamper their 
efforts at reducing mass poverty.

Concurrently, the less-developed 
countries, by selling their carbon 
permits to richer countries, would 
have signed away their opportunity 
to emit carbon. This would lower the 
pace of industrialisation and therefore, 
countries such as India would be 
doubly disadvantaged.

Hence the global Ets has an 
anti-development content. Whereas 
the quantitative impact of the global 
Ets on countries such as India can 
be tempered by staggering their 
carbon reduction requirements over a 
longer time horizon and giving them 
a more generous initial allocation of 
carbon permits, these efforts need to 
be supplemented with a qualitative 
change in efforts to address the carbon 
issue. In particular, countries like India 
need to get accelerated access to new 
technology for carbon reduction and 
for generation of energy from non-
traditional sources. The global Ets 
needs to be supplemented with a well-
thought-out technology transfer policy 
to which even the emerging economies 
can be expected to make contributions 
in cash and human resources. Without 
such efforts, the global Ets is likely to 
have an adverse impact on developing 
economies.
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Government guarantees: 
technology to 
avert climate change?

PICTURE COURTESy Of ORIGIN ENERGy

an observer can still see many more solar collectors on home roofs in parts of Europe 

and the USa than in australia: 

ann hEnDERsOn-sEllERs

T oday climate change is no longer about ‘if ’ but 
about ‘how bad’. There is no way that the large 

and unexpected jumps frequently being experienced 
could be occurring in an unchanging climate.  for 
example, in australia over the past 24 months 
we have seen: 15 consecutive days above 35˚C in 
adelaide in 2008, seven days more than the previous 
heatwave record; the terrible bushfire black saturday 
set a new melbourne temperature record of 46.4˚C, 
more than 3 degrees hotter than any previous 
february record; and the 7 hottest august days ever 
recorded at Windorah in western Queensland all 
occurred this year, 2009.  The Copenhagen COP (the 
Conference of the Parties to the unfCCC, number 
15) meeting is supposed to finalise an agreement 
to replace the Kyoto Protocol to avert ‘dangerous’ 
climatic change. However, those monitoring 
progress, or its lack, now fear that hoping for even 
an outcome as ‘successful’ as from bali (COP-13 in 
december 2007) is optimistic.  and in bali, despite 
the still shiny 2007 IPCC nobel Peace Prize and 
the warm and worldwide acclaim of al Gore’s An 
Inconvenient Truth, negotiations essentially failed. 

Governments and negotiators fully understand 
that the future of the climate and of societies around 
the world, which depend on its benign ‘status quo’ 
continuance, are in jeopardy.  The science has been 
conclusively stated and the consequences of inaction 
are clear.  so, if the framework’s processes are 
unlikely to build a new agreement global enough and 
fast enough to reduce emission, and, much more 
importantly, to begin to address the issue of reducing 
the atmospheric burden of carbon dioxide and other 
greenhouse gases already in our atmosphere and 
inevitably pouring in from developing nations, what 
other strategies are there? some advocate very strong 
economic measures such as a significant carbon 
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tax that would make carbon-derived 
power more expensive than alternative 
energy.  Others now champion 
peremptory government action: 
comparing the need to national railway 
building, whole-scale electrification, 
or war.  However, the majority of 
franchised electors seem, oddly, to 
expect a technological breakthrough 
ushering in a new era equivalent to mr 
ford’s car, which miraculously solved 
the problem of horse manure piling 
up on the streets of 1900s london.  
If we just hang on a bit longer, there 
will be a wonderful breakthrough and 
our problems will be solved without 
us having to change our lifestyles or 
forego the latest new gadgets this 
year.  If this is our view, or at least how 
our leaders think we think, we owe it 
to ourselves to explore the degree of 
change any such ‘technology solution’ 
will have to have, say, for example, in 
australia.

B efore bali, the Intergovernmental 
Panel on Climate Change’s 

fourth assessment Report said 
that limiting the CO2equivalent 
concentrations to 450 parts per million 
by volume by 2050 would only reduce 
the likelihood of exceeding  
2 degrees C (deemed by many 
scientists to be the threshold to 
‘dangerous climate change’) to 50-
50. Even this unsatisfactory risk of 
unacceptable climate change requires 
all developed countries to reduce their 
emissions from 1990 levels by 25 to 40 
per cent by 2020 and by 80 to 95 per 
cent by 2050. In bali, the newly elected 
Prime minister, Kevin Rudd, said he 
would, “set australia firmly on the 
path to achieving our commitment of 
a 60 per cent reduction in emissions 
by 2050”.  Professor Ross Garnaut in 
his Review in 2008 went further and 
proposed that australia increase its 
targets beyond those pledged by the 
Rudd government: ‘australia should 
be ready to go beyond its stated 60 

per cent reduction target by 2050 in 
an effective global agreement that 
includes developing nations.’ However, 
these exhortations have been ignored 
and the Emission trading scheme 
(Ets) offers at best 25 per cent 
reduction from 2000 (not the 1990 
Kyoto base year) or, in the absence 
of an agreement in Copenhagen, 
emissions per cent lower than 2000 
levels. australia is not alone in offering 
targets or in changing baselines: ‘China 
plans to cut carbon emissions intensity 
by 20 per cent from the 2005 level 
in 2010,’ Xie Zhenhua, China’s vice-
director of the national development 
and Reform Commission, told 
reporters on 22 september in new 
york.  still the Rudd government is 
brave (or foolhardy) in its claims: 
‘When it (the Carbon Pollution 
Reduction scheme) commences on 
1 July 2011, it will guarantee that 
australia meets  its national Emissions 
target of as much as 25 per cent of 
2000 levels by 2020.’

Guaranteeing even this target, 
which is unsatisfactorily lower than 
called for by both the IPCC and 
the Garnaut Review, will require 
economic and social change faster and 
more extensive than any politician 
has yet mentioned. methods of 
reducing greenhouse gas emissions 
include: massively reducing energy 
use, rapid introduction of non-fossil 
fuel sources, and the nuclear power 
route espoused by many northern 
hemisphere industrialized nations.  
Carbon intensity is a measure of 
how much CO2 an economy emits 
for every dollar of GdP it produces. 
China achieves only around us$400 
of wealth per tonne of CO2 emissions, 
while australia and the usa are 
among the ‘top scorers’ in the world, 
creating us$2,000 of GdP per 
tonne of carbon.  to decarbonize 
the australian economy to a level 
consistent with the best offered Ets 

promised emissions reduction target 
of 25 per cent by 2020, australia must 
reduce its economy’s carbon intensity 
by about half. While this might be 
accomplished by a variety of means, 
one characterisation is that it requires 
the equivalent of replacing virtually 
all australia’s coal-powered electricity 
by a zero-carbon alternative. by 2020 
australia can choose to stop using 
coal-based power, go nuclear or access 
renewable energy. 

O f australia’s total energy 
consumption of around 175 

gigawatts (gW) per annum, coal 
provided 26.4 gW of electricity in 
australia in 2004.  Consumption 
increased between 2004 and today, 
and is expected to continue to increase 
in the future. If australia’s demand for 
electricity increases by 1.5 per cent per 
year to 2020 and was 58.3 gW from 
all energy sources in 2004, then an 
additional 15.7 gW will be demanded 
by 2020.  Thus to deliver its Ets target 
australia must either stop consuming 
74 GW of electricity or create this 
from non-carbon sources. If this 
electricity were to be generated from 
solar plants instead of coal, what might 
we see, how will we know our Ets is 
happening, and what will it cost?

australia has been surprisingly 
slow to take advantage of solar energy: 
one can still observe many more solar 
collectors on home roofs in parts of 
(cloudy) Europe and the usa than 
in australia.  The best solar power 
plant operating in australia today, 
in Cloncurry, produces a mere 10 
megawatts (mW). but the best in 
world, the solar tower in seville, 
spain, generates 300mW at peak 
and there are plans in California for 
solar plants generating 500-600mW.  
so using today’s best technology 
australia would need around 230 solar 
plants to deliver its Ets promise by 
2020. australia would have to start 
in January 2010 and build two solar 
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power plants every month until 2020. 
(Of course this is not the end as targets 
are tougher from then on).  still, just 
to 2020 the cost would be around 
us$414 billion, or roughly 0.52 per 
cent per annum of australia’s GdP 
of us$8000 billion (in 2008).  before 
the global financial crisis this might 
have seemed large, but the last 18 
months have muted reactions to such 
figures. The location and construction 
of any power generation plants would 
undoubtedly cause disruption to both 
the environment and to people, but 
since solar power is ‘clean’ perhaps 
concerns can be overcome quickly.

Climate change is real and 
requires very urgent government 
action around the world. While the 
scientific messages of urgency and 
certainty continue to be prey to a 
perplexing credibility shortfall, the 
responses of governments are now 
mired in post-Kyoto language of 
targets and timetables that completely 
miss the immense challenge of 
action now. Of the many proffered 
explanations of the international 
failure to act effectively, including the 
understandable self-interest of rapidly 
and newly industrialising nations, the 
sluggishness of democratic processes 
and the mass media’s failure to 
communicate the real climate story 
are among the most frustrating. If 
the ‘guarantee’ stated unambiguously 
by government is honoured and 
australia does not want 46 nuclear 
fision reactor plants, then we must 
expect construction of over 200 solar 
installations to begin by early 2010. 
Then australia may have a chance 
of achieving its targets, which only 
guarantee a 50-50 chance of averting 
dangerous anthropogenic climate 
change.

who is paying to 
decarbonise the 
global economy?
ERiC kniGhT

F inancing the transformation 
of the global economy may yet 

prove to be a key lever in brokering 
agreement between developed and 
developing countries on emission caps 
and targets in the current international 
climate negotiations. China, India, and 
a number of other asian countries in 
the G77 are increasingly focusing on 
multilateral finance for technology 
transfer and development as a 
cornerstone to any agreement. 

In a report released at the bonn 
negotiations in June this year, 
the Expert Group on technology 
transfer (EGtt) reported that 
current estimated global expenditure 
on commercialising mitigation 
technologies is between us$77-164 
billion annually. Of this, a significant 
proportion (between us$55.5-82.2 
billion) is currently from public 
coffers. Putting this in the context 
of the additional investment needed 
which is in the order of an additional 
us$262-670 billion annually, it is clear 
that financing the economic transition 
to address climate change is no trivial 
task.

The sheer size of these figures 
(which are for mitigation costs alone) 
is so great that it may be tempting 
for negotiators to set them aside and 
return to them once clear targets 
have been locked in. but the EGtt 
has recommended against this, 

saying that the subsidiary body for 
Implementation (sbI) and subsidiary 
body for scientific and technological 
advice (sbsta) should counsel 
members under the unfCCC to 
consider new and innovative financing 
options carefully in the negotiations.

The problem facing both developed 
and developing country governments 
is that the private sector alone is 
unable to deliver the volume of 
investment needed. The reason for this 
lies in structural market failures which 
are appearing in the financing of clean 
technology solutions.

In theory, establishing emission 
caps and targets should drive market 
demand for low carbon technologies. 
These technologies should migrate 
from research laboratories through 
to demonstration stage as venture 
capitalists and large corporate 
investors make strategic investments 
in promising new technologies. 
Once these technologies reach scale, 
project financiers would be expected 
to enter the picture to debt finance 
the deployment of utility projects 
throughout the region. 

In practice, though, a financing 
block has emerged early on in the 
innovation pipeline at the venture 
capital stage – between technology 
demonstration and technology 
deployment. This gap exists because 
the typical cost of demonstrating a 
new energy generation technology, 
for example, is in the order of us$100 
million. Given that there are only a 
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smaller deals in the biotechnology 
and communications sectors, the 
investment environment around 
clean technology will remain difficult. 
The exception to this is in the energy 
demand and energy efficiency space 
where technologies like smart meters 
fit neatly within existing venture 
capital expertise in the digital 
communications space.  

The nature of this market failure 
suggests that governments will be 
required to play a robust role in early 
stage technology financing. This 

might explain why China and India 
have been eager to link any emissions 
commitments to multilateral financing 
arrangements for domestic technology 
transfer. Public finance will play a role 
alongside but additional to carbon 
trading – the main tool which the 
australian Prime minister, Kevin 
Rudd, hopes to bring to the negotiating 
table in the form of a domestic carbon 
trading scheme (the australian Carbon 
Pollution Reduction scheme). 

Carbon trading has undoubtedly 
demonstrated some success in 
leveraging private investment into 
technology transfer. The Clean 
development mechanism currently 
covers approximately 147 mitigation 
technologies and about 36 per cent of 
Cdm projects (accounting for 59 per 
cent of total annual emission reduction 
from projects) involve technology 
transfer.

but while putting a price on carbon 
changes investment decisions at the 
margin when a technology is proven, 
it does not address the problems of 
liquidity and access to capital early in 

PICTURE: CSIRO ENERGy TEChNOlOGy

The solar thermal field at the CSIRO Energy Centre near Newcastle, australia: Governments will be required to play a robust role in financing the early-stage 

development of new technology.

handful of venture capital firms in the 
world with more than us$1 billion 
under management, there has been an 
inability to syndicate deals between 
venture capitalists on the size and 
scale needed for utility-style projects. 

This equity gap between venture 
capital and project finance is a 
headache for the world’s largest and 
most sophisticated venture capitalists 
on the west coast of the united states 
who are trying to get exits on their 
deals and make a return. for smaller 
funds like those found in Europe, 
australia and parts of asia, the capital 
intensity of energy technology deals 
has meant that they have had to turn a 
lot of entrepreneurs away. 

It remains unclear how private 
equity and infrastructure financiers 
will be able to respond to this equity 
gap. Even accounting for cyclical 
improvement in the availability of 
capital, the cost of equity finance 
in these utilities-style deals appears 
to be a structural bump. as long 
as venture capitalists can continue 
to find more attractive returns in 

One option with some 

traction is a multilateral 

demonstration fund to 

build pilot projects at 

commercial scale
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Beyond Copenhagen:

how to cool 
the planet
pETER hEap, BaRRy CaRin 
anD GORDOn sMiTh

M ajor international 
meetings rarely result in 

acknowledgements of abject failure. If 
the prospects for success look bleak, 
the job of senior officials and ministers 
is to reframe objectives, lower 
expectations, devise productive ‘next 
stages’ or ‘roadmaps’, and generate 
hopeful if non-substantive declarations 
of intent. In the worst case, meetings 
can be postponed, or, exceptionally, 
cancelled.

The organisers of the United 
Nations’ climate change conference, 
scheduled for December 7 to 18 in 
Copenhagen, do not have the luxury 
of cancellation or postponement. Yet 
it is necessary to consider alternatives 
if the conference indeed concludes 
fruitlessly.

This 15th Conference of the 
Parties (COP) to the UN Framework 
Convention on Climate Change 
(UNFCCC) will take place, whether 
or not the outcomes are likely to 
be useful. And absent a significant 
breakthrough in the next six 
weeks, on December 19 the global 
community will not have advanced 
materially toward the overarching 
goal of checking or reversing the 
increased levels of greenhouse gases 
in the atmosphere.

Reflecting the dedication and 
professionalism of the COP 15 
delegates, the meeting will produce 
a range of agreements to keep 
talking about a collection of subjects 
too technical for most outsiders 
to understand. So the several days 
of talk will not have been entirely 
in vain. With luck, the areas of 
disagreement will have been further 
defined and some of the “low hanging 
fruit” will have been picked. The 
shape of future agreements may be 
more evident, but it seems doubtful 
whether meaningful, binding 
commitments directly affecting the 
levels of greenhouse gases in the 
atmosphere will have been made, 
to say nothing of major financial 
arrangements to fund adaptation, 
prevent de-forestation and encourage 
technology transfer.

Current expert assessments of 
the state of play agree that too much 
technical work remains to be done for 
a definitive, comprehensive successor 
agreement to the Kyoto Accord 
to emerge from Copenhagen. The 
emphasis is on accomplishing enough 
to keep the negotiating round alive 
past the COP 15 meeting.

The alternatives at that point 
will be fairly clear — continue with 
a flawed process or seek a new 
way forwards. The first option is 
ill-advised, given the evidence of 
accelerating climate change and 

in the innovation pipeline, which exist 
independent of the price of carbon.

leaving aside for now the important 
issue of innovative ways to raise new 
public finance internationally, the 
public investment vehicles needed 
to address this problem will likely 
require looking beyond conventional 
financing mechanisms such as the 
funds administered by the Global 
Environment facility and the World 
bank. 

One option with some traction is 
a multilateral demonstration fund 
to build pilot projects at commercial 
scale. Japan has been a strong advocate 
of such a program with its us$10 
billion ‘Cool Earth’ initiative. This 
demonstrates a range of technologies 
in developing countries while also 
creating a technology road map for 
these countries. 

With China already a global leader 
in R&d spending with a strong focus 
on energy technologies, a multilateral 
demonstration fund may be closely 
aligned with their economic interests. 
China’s interest in early stage 
commercialisation is reflected in its 
relatively significant R&d target of 
2 per cent of GdP by 2010, which 
places it fourth in the world in terms 
of public spending on R&d (us$39 
billion), behind the united states 
(us$277 billion), Eu (us$198 billion), 
Japan (us$107 billion), and ahead of 
the Republic of Korea (us$21 billion).

The current international 
negotiations to secure emission caps 
and targets are an important first 
step in de-carbonising the global 
economy. but keeping a close eye on 
the financial mechanisms to get there 
will help smooth the process both 
economically and politically. 
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UN Secretary-General ban Ki-moon opening the Climate Summit in New york on 22 September, a step towards generating political momentum in the lead-up to 

Copenhagen.

the demonstrable inability of 192 
parties to reach agreement on highly 
technical, multisectoral, rapidly 
evolving global issues. If significant 
changes to the current approach 
are to be adopted, however, they 
must be grounded in the recognition 
that the decisions required are 
quintessentially political in nature.

A fter 14 meetings, it is clear that 
climate change can only be 

dealt with through a package deal. If 
the need for a package is generally 
recognised, however, the elements 
are still in major dispute (as is their 
sequencing). The nub of the problem 
is easy enough to state. developing 
countries are totally unwilling to 
accept greenhouse gas caps unless 
developed countries pay for the impact 
this would have. The “southern” view 

is that developed countries caused the 
problem in the first place, and they 
must pay for solving it. developing 
countries refuse to cripple their own 
economic development and thereby 
hamstring their efforts to reduce 
grinding poverty simply to pull 
developed countries’ irons out of the 
fire.

at the same time, if developed 
countries are to act to meet the 
conditions laid down by developing 
countries for participating in a climate 
change deal, significant impacts will 
be felt in Western economies which 
remain fragile in the wake of the recent 
financial crisis. lifestyle changes 
would need to be contemplated at 
a time when Western electorates 
feel especially vulnerable. and even 
if developed country leaders make 

major concessions, the level of mutual 
distrust is such that developing 
country leaders will be hard-pressed 
for domestic political reasons of their 
own to come on board.

B aldly stated, to achieve change 
on this scale, a major exercise 

of political will affecting national 
positions across a range of sectors 
will be needed. This sort of multi-
dimensional commitment can only be 
made by government leaders, not by 
ministers or senior bureaucrats.

Substantively, in order to 
generate enough “wins” for all 
sides, the existing putative climate 
change package is already very 
large, extending beyond traditional 
environmental concerns to 
encompass key issues in fields 
as disparate as energy security, 
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international financial flows, 
technology transfer, research and 
development, management of 
the nuclear fuel cycle, trade, and 
development assistance. To obtain 
ultimate success, additional issues 
of more local or national interest 
might have to be added to the mix to 
bring specific countries onside and to 
generate enough “winners” to make 
any climate change package broadly 
acceptable.

So, what existing body has the 
capability of breaking this deadlock 
which is closely related to so many 
other neuralgic areas? The players in 
this game will need to be government 
leaders, since the decisions required 
will be both broad and extremely 
political. The body will need to be 
both representative of the developing 
and developed worlds but limited in 
number to keep the numerous trade-
offs feasible. The obvious candidate is 
the G20.

C alled into prominence only in 
november 2008 to respond 

to the international financial and 
economic crisis, the G20 has so far 
managed that emergency reasonably 
well. The group is developing useful 
habits of co-operation and co-
ordination, and has passed the acid 
test of utility - it continues to be called 
together. In particular, the idea that 
the major developing economies 
(China, India, brazil, mexico and 
south africa) must be fully involved in 
global decision-making seems firmly 
entrenched. as the signatories of the 
Pittsburgh Communiqué stated — ‘We 
designated the G20 to be the premier 
forum for our international economic 
cooperation’.

Of course others, and notably 
the Secretary-General of the United 
Nations, Ban Ki-moon, are very 
wary of any self-appointed group 
of countries taking on a role which 
existing international bodies should 

be undertaking. Ban himself, however, 
has recognised the critical need 
to generate political momentum 
in advance of Copenhagen, and to 
that end convened a 22 September 
“Climate Summit” in New York. 
That said, one would not need to 
be a terminal cynic to question the 
likelihood of major progress from 
four hours worth of “interactive 
roundtables” involving 192 or so 
heads of government.

In the absence of breakthroughs 
at the UN, the alternatives to full 
engagement in climate change by 
the G20 are grim, especially for 
vulnerable developing countries. 
The weight of climate change will 
fall earliest and disproportionately 
on poor countries, precisely those 
less resilient and less prepared. 
Adaptation to global warming will 
be expensive, even for developed 
countries. Fairly soon, public pressure 
for solutions will grow (Arctic 

melting, among other indicators, 
seems to suggest that the pace of 
warming is accelerating past rates 
expected in standard models). 
The political cost of inaction will 
eventually be prohibitive, although 
by then, a succession of so far 
undetectable tipping points may have 
been surpassed, with ruinous results.

T here are, of course, no guarantees 
that engaging the G20 directly 

in the climate change negotiations 
will produce immediate results. not 
involving a small group of leaders, 
however, seems to doom the attempt 
to devise a successor to the Kyoto 
accord to a lingering death, as the 
oceans of the world continue to rise 
steadily about our feet.

*Reprinted with permission from yaleGlobal 
Online (www.yaleglobal.yale.edu). Copyright © 
2009, yale Center for the study of Globalization, 
yale university. EAFQ

PICTURE: WORdS & PICS

Global warming means that lifestyle changes will need to be contemplated.
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Addressing the climate 
and development nexus

PICTURE: UN PhOTO / OlIVIER ChaSSOT

The provision of clean water, fundamental to lowering infant mortality and raising life expectancy, 

requires adequate energy to be available.

iMRan haBiB ahMaD,  
TaRiq BanuRi anD  
RiChaRD kOzul-wRiGhT

‘T here is no plan b for the planet’ 
remarked Gordon brown in 

his recent statement at the major 
Economies forum’s meeting. but 
while the science on climate change 
remains unambiguous, a combination 
of a legacy of mistrust, political 
inertia, procrastination, and the use 
of a framework that is designed to 
polarise and divide countries and 
people prevents effective climate 
solutions. The fundamental problem 
is that the global discussions on 
climate change continue to treat 
climate and development separately, 
notwithstanding the piecemeal ad hoc 
and incremental actions linking the 
two. development can never be on the 
margins of the climate debate, it has to 
be the central element — any realistic 
plan must be all about making this 
marriage work.

There is enough scientific evidence 
that even a temperature increase of  
2 degrees above pre-industrial 
levels — a convergent threshold 
in discussions now — is not safe, 
particularly for some regions and 
ecosystems. This corresponds to a 
target greenhouse gas concentration 
(in terms of carbon dioxide 
equivalents (CO2e)) of between 350 
and 450 parts per million (ppm) and 
to global emission reductions of the 
order of 50 to 80 per cent over 1990 
levels, by 2050. Even at 450ppm, 
there is at best a 50 per cent chance 
of remaining under 2 degrees, so 
substantive efforts are needed. 

This requires aggressive action by 
advanced countries and the active 
participation of developing countries 
— such participation can only occur, 
if economic growth and development 
is allowed to proceed, and in a 
sustained manner. In accordance 
with the principle of common but 
differentiated responsibilities, 
different climate policies in developed 
and developing countries will be 
required. For the former, a larger 
role for carbon-markets, taxes and 
regulations will have to figure more 
prominently; for the latter a much 
greater role for public investment 
and effective industrial policy is 
needed. Moreover, without significant 
financial transfers from wealthy 

countries, any expectation that 
poorer countries will move onto a 
low-emissions growth path is almost 
certain to be disappointed.

T hese targets cannot be met 
without a transformation in 

the way energy is produced and 
consumed, as argued in the recent 
united nations Publication, Promoting 
Development, Saving the Planet. The 
energy sector accounts for around 
three-quarters of total carbon 
emissions and a stable climate will 
require reduction in the rate of energy 
intensity and improvement in carbon 
intensity to a factor of 2 to 3 with 
respect to their historical levels. as 
the bulk of modern energy services are 
based on fossil fuel use, which are the 
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Divergence of energy consumption

largest contributors to greenhouse 
gas emissions, the climate challenge 
cannot be addressed without 
deep cuts in fossil fuel-generated 
greenhouse gas emissions. The deeper 
the emissions reductions that are 
needed, the greater will have to be the 
share to be contributed by fossil fuels.

Energy is the pivotal issue 
at the interface of climate and 
development and plays a central 
role in industrialisation, economic 
growth and human development 
achievements. The provision of clean 
water, fundamental to the lowering 
of infant mortality and raising of life 
expectancy, requires adequate energy 
availability. In most of the developing 
world access to energy services is 
far below what is needed to achieve 
human development. about two 
billion people, a third of the world 
population, are without access to 
modern energy and about 1.6 billion 
are without access to electricity — 

the very symbol of affluence and 
modernity — while still about 2.4 
billion cook with traditional forms of 
biomass. affordable access to modern 
energy services has a significant role 
to play in meeting development goals. 
However, modern energy services in 
the majority of developing countries 
are characterized by inequitable 
access, notably between the poor and 
affluent, as well as between rural and 
urban areas. at the national level, this 
is demonstrated by the low levels of 

modern energy in the primary energy 
supply mix, low electrification levels, 
and low electricity consumption 
levels.

Globally, approximately 31 million 
tons of oil equivalent are consumed 
in the form of primary energy every 
day, equivalent to 55 kilowatt hours 
(kWh)per person per day, with rich 
countries on average consuming 
more than twice that figure. most 
countries from africa, and all south 
asian countries, consume well under 
20kWh per capita per day. China is 
still well below the global average and 
even most emerging markets consume 
less than a third than in advanced 
economies. Raising income levels in 
poorer countries will require closing 
these energy gaps. most OECd 
countries use over 120 kWh per capita 
per day (the united states uses 246 
kWh per capita per day), while the 
vast majority of developing countries 
are under 15 kWh per capita per day. 

data drawn from the United Nations World Economic and Social Survey 2009 (WESS): Promoting development, Saving the Planet (http://www.un.org/esa/policy/

wess/wess2009.pdf

Market-based solutions, 

such as cap and trade 

 and carbon taxes . . . 

will likely work against 

development objectives
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In India it is a little under 15, while 
China uses 45 kWh per person per day. 
Half of China’s energy consumption is 
for industrial production (as opposed 
to a quarter in most countries). The 
figure below provides a sample of 
developing and developed countries 
and their per capita primary energy 
consumption – it displays the sort of 
large variance between the two groups 
of countries.

Given current patterns of 
energy use and infrastructure 
availability, 100kWh per capita per 
day can be used as the dividing 
line between energy affluence and 
energy sufficiency. up to this level 
there is a very strong correlation 
between energy consumption and 
human development. Increases in 
energy efficiency, including through 
infrastructure investment (such as 
mass transit, spatial planning and 
layout, and buildings improvements) 
can bring down these numbers. such 
levels of energy consumption will, 
however, be out of reach of most poor 
countries unless the price of energy 
services is significantly below current 
levels. Even populations with incomes 
of $10 per day would not be able to 
spend more than, say, $1-$2 every 
day on energy-related expenditures 
(electricity, cooking, heating, 
transport). If energy costs 10 cents per 
kWh, then $us10 per day would be 
needed to consume the requisite levels 
of energy services. This is not just a 
problem for the bottom two billion; 
spending $10 per day on energy 
services would exhaust the per capita 
income of countries such as angola, 
Ecuador and macedonia.  

Economic development in poorer 
countries will require not only closing 
the gap in energy consumption but 
also ensuring that consumption 
becomes more sustainable as 
part of a broader, integrated and 
inclusive development strategy 

to meet economic and human 
development goals. The bulk of energy 
infrastructure in developing countries 
has yet to be built, leaving energy 
services under-supplied and expensive 
in several parts of the developing 
world, where many still rely primarily 
on traditional fuels, like, wood, crop 
wastes and animal dung. under these 
circumstances, it may be cheaper 
and easier to switch to a renewable 
pathway than to retool the existing 
infrastructure. Cost and technical 
improvements in a wide range of 
small-scale, decentralized technologies 
based on renewable forms of energy 
now offer, in many situations, a cost-
effective and sustainable approach to 
rural electrification.

market-based solutions, such as 
cap and trade and carbon taxes, under 
discussion in climate circles, will likely 
work against development objectives 
because they are largely focused on 
the gap between costs of renewable 
and non-renewable energy, and seek 
to enhance the competitiveness of 
the former by raising the prices of 
the latter. developing countries, in 
contrast, seek to lower the price of 
modern energy services in general, 
and, for climate reasons, that of 
renewable energy in particular. Raising 
a price can be done through various 
forms of taxes or quantity constraints 
(such as a cap and trade mechanism), 
but lowering prices will require, not 
taxes, but subsidies (though only in the 
short run) and investment (which will 
make future subsidies unnecessary). 

The bulk of energy infrastructure in developing 

countries has yet to be built, leaving energy  

services under-supplied and expensive in several 

parts of the developing world
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The challenge 
 of China

building the low-carbon 
infrastructure, notably for energy 
supply and distribution and for 
transport, will depend on an 
active public sector. but such an 
infrastructure will be critical to 
“crowding in” private low-carbon 
investments. The big policy challenge 
lies in ensuring these investments 
trigger virtuous growth circles and 
initiate cumulative technological 
changes in dynamic growth sectors 
and job creation. Carbon markets can 
at best play a supporting role in this 
initial phase of the transition, though 
their importance may grow over time 
once the infrastructure is in place and 
private investment flows accelerate. 
lasting success will involve enormous 
adjustments in the local and global 
economies. This will require truly 
integrated policy responses. 




