Can China rescue the
global climate change
negotiations?

Stephen Howes

China has to make a substantial commitment, though I cannot say
what exactly the nature of that commitment ought to be.

— Todd Stern, US special envoy for climate change'

Introduction

China’s importance in global efforts to reduce greenhouse gas emissions is
widely acknowledged. Greater efforts by China to reduce emissions will
have large direct and indirect environmental benefits—direct because
China is the world’s largest emitter and indirect because China is a
superpower. Greater efforts by China would induce greater effort by many
other countries, developing and industrialised.

China already has policies in place to reduce emissions, including
by improving energy efficiency and promoting renewable energy and
afforestation (Sheehan and Sun 2008; Garnaut et al. 2008a; Information
Office of the State Council 2008). Emissions have, however, grown rapidly
in China in recent years: carbon dioxide emissions from fossil fuels—the
main source of greenhouse gases—grew on average at 10.5 per cent per
annum between 2000 and 2007 (Netherlands Environmental Assessment
Agency 2008). Growth in emissions has slowed with the onset of the global
recession, and perhaps even gone negative, but it is expected to pick up
again with economic recovery. Continued growth of emissions in China at
or close to 10 per cent per annum would offset any reduction in emissions
in industrialised countries and would discourage global action. What,
however, does the world expect of China? What might China agree to do?
And what impact could China have on global climate change negotiations,
which have been making little progress?

As the opening quote suggests, these are not easy questions. They are
also risky questions to answer, since they are live, and the real answers—as
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against good guesses—might become apparent any day. There are, however,
also no more important questions confronting the current round of global
climate change negotiations. On these grounds of importance, rather than
ease or prudence, I attempt in this chapter to provide an answer to these
questions. I claim no special insider’s knowledge on climate change policy
in China, but rather draw on recently published material.

To provide the necessary context, I begin by summarising the history
and status of international climate change negotiations. I then set out a
range of non-official views that has emerged from China in recent months,
consider their possible implications for official policy and conclude with
an attempt to answer the questions set out above.

Continuity and change in international climate
change negotiations

If serious international climate change mitigation does get under way in
the coming years, the past decade (roughly 1998-2008) will be viewed as
the lost decade for climate change. And, if serious international mitigation
does not emerge, the mishaps of the past decade will be among the main
reasons why.

After the Kyoto Protocol was concluded in December 1997, the US
Administration, responding to the US Senate’s Bryd-Hegel Resolution
of July 1997, stated that it would not push for ratification of the treaty
without developing countries doing more. As Todd Stern (1999), then
President Bill Clinton’s climate change coordinator, indicated in June:
‘we are not...intending to submit the treaty for Senate ratification until
we have a greater...meaningful level of participation from developing
countries, which we don't yet have.

The diplomatic ‘full-court press’ launched by then Secretary of State,
Madeleine Albright (1998), in support of this objective achieved very
little. In hindsight, it was mission impossible, since the United States was
essentially trying to reopen an international agreement the ink on which
was barely dry. Two developing countries, Argentina and Kazakhstan,
expressed interest in voluntarily adopting emissions targets (Victor 2001).
Overall, however, developing countries responded with hostile solidarity.
China led the opposition. Liu Jiang, head of China’s delegation to the Sixth
Conference of the Parties under the UN Framework Convention on Climate
Change (UNFCCC) in 2000 argued that:
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To confuse the different responsibilities between developed and
developing countries, to impose new obligations on the latter and
even take this as a condition for the Protocol’s ratification, will lead
to nothing but fierce political confrontations. This, undoubtedly,
is a catastrophe for the international community in their efforts to
combat climate change. (Liu 2000)

In the end, no developing countries adopted emissions targets. In 2001,
under President George W. Bush, the United States announced that it
would not be ratifying the Kyoto Protocol.

Fast forward to today and the US focus once again is on developing
countries. Todd Stern, now the climate change envoy for President Barack
Obama, summed up the current US position earlier this year:

I think the most fundamental issues in this negotiation in general
have to do with how we think about, capture and express the actions
and the level of undertakings to be taken by major developing
countries as well as the developed countries. (Stern 2009)

China’s response, a decade later, was also little changed. Developing
countries were not the problem. Rather, ‘the key to a deal in Copenhagen
lies in the “political will” of the developed countries’, according to Su
Wei, China’s chief climate change negotiator (Wu and Huan 2009).

To understand this decade-long stand-off, one has to return to the
1992 Framework Convention on Climate Change (UNFCCC). The UNFCCC,
which has been ratified by 192 parties, including the United States,
committed industrialised countries to move first, to take, as the preamble
put it, ‘immediate action...as a first step towards comprehensive response
strategies at the global, national, and, where agreed, regional levels’. The
Kyoto Protocol to the convention, with its commitment by industrialised
countries to reduce emissions by 2008-12 by 5 per cent relative to 1990
levels, was intended to be this first step—but it was never taken. The
failure of the United States to ratify the treaty dealt a fatal blow to the
protocol’s credibility and discouraged effort by those industrialised
countries that did go ahead. Few have succeeded in achieving a sustained
decline in emissions.

This ‘first-step” strategy—Ilet us call it Plan A—hasnow been discarded.
From an environmental perspective, it is too dangerous for developing
countries to continue to sit outside the international climate change
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mitigation regime. Whereas in 1990, developing-country carbon dioxide
emissions from the combustion of fossil fuels were about one-quarter of
total global emissions, by 2005, they were 40 per cent (IEA 2007a). In any
case, the US response to Kyoto has made any first-step strategy politically
untenable. Industrialised countries are therefore trying to move towards
a Plan B, which involves all major emitters. Under Plan B, industrialised
countries are still meant to do more (hence preserving the UNFCCC
principle of common but differentiated responsibility), but no longer go
first.

The slow progress being made in negotiations bears testimony to the
difficulty of this task. Since industrialised countries didn’t deliver on Plan
A and since Plan B involves asking more of developing countries, it is not
surprising that the transition is proving difficult and acrimonious. To use
a colloquial expression, industrialised countries don’t have a leg to stand
on. Moreover, no country is prepared to reopen the UNFCCC itself, yet
it is this treaty that commits industrialised countries not only to move
first but, moreover, to compensate developing countries for the ‘agreed
full incremental costs’ they will bear for any actions they should choose
to take to mitigate climate change (Article 4.3). These provisions provide
ample grounds for any developing country to object to any push to a
Plan B that requires them to do more.

The distance the world has to cover to reach an agreement at
Copenhagen or beyond can be seen from the disagreements in relation to
the three main negotiating planks of the ‘Bali Road Map’, agreed in Bali,
Indonesia, in December 2007. The various complexities and strands of the
Bali Road Map can be boiled down to three main points (Howes 2009; de
Boer 2009):*

* industrialised countries should commit to economy-wide emissions
reduction targets

* developing countries should take ‘nationally appropriate mitigation
action’

* industrialised countries should provide financing and other support to
developing countries for mitigation and adaptation.

While these three propositions command widespread agreement, the
debate about each is intense. Concerning the first, all major industrialised
countries have now indicated what their emissions reduction targets for
2020 will likely be. Initial analysis suggests that the likely aggregate
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industrialised-country reduction will be in the range of 10-20 per cent by
2020 from 1990 levels (Howes 2009). Developing countries, however, are
demanding that industrialised countries cut emissions by at least 25-40
per cent, in line with numbers drawn from the Fourth Assessment Report
of the Intergovernmental Panel on Climate Change (IPCC) and first floated
at the Bali conference. Often, the demands are placed at the top end of that
range. In its May 2009 submission to the UNFCCC, China called on ‘[a]ll
developed country Parties to the Convention [to] commit to reduce their
GHG emissions by at least 40% below 1990 levels by 2020" (Government
of the People’s Republic of China 2009:63).*

There is a similarly sharp divergence of views in relation to the third
issue. Developing countries argue that international funding should
be provided largely through the public sector and needs to be large (in
the range of hundreds of billions of dollars annually). China’s May 2009
submission recently called on ‘[d]eveloped country Parties [to] make
assessed contributions by a percentage of annual GDP, e.g. 0.5-1%,
in addition to the existing ODA (Government of the People’s Republic
of China 2009:68).> This would have to be public funding: ‘Private
sector approach[es|] and market-based mechanism|s] can only play a
complementary role in addressing climate change’ (Government of the
People’s Republic of China 2009:68). Large funding claims by developing
countries tend to be dismissed by industrialised countries as ‘ambit claims’
(Spiegel Online 2009). They are reluctant to fund mitigation in middle-
income developing countries, including China,® and argue that funding
to developing countries to support their mitigation should be delivered
largely by the private sector. The United States” May 2009 submission to
the UNFCCC suggests that ‘[t]he private sector is expected to be a much
larger source of funding than the public sector” (Government of the United
States of America 2009:8).

The second issue, relating to mitigation actions to be taken by
developing countries, is the most complex. The debate is currently about
how these actions should be recorded and has not yet reached the more
important issue of what they should add up to in terms of emissions
reductions. There is agreement that developing countries will not be asked
to sign on to binding targets (as industrialised countries will continue
to be), but not much beyond that. In general, although there is a range
of views among industrialised and developing countries, industrialised
countries want developing countries to commit to plans of action, with
quantification of the implied emissions reduction and strong international
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recognition. Developing countries on the other hand stress the voluntary
and discretionary nature of the decision to mitigate, and the link to
external financing.

The debate in relation to this second plank of the negotiations can be
seen by positions put forward by the United States and South Africa. The
United States, for example, has called for the new climate change agreement
to include for industrialised countries, ‘quantitative emissions reductions/
removals’ by 2020 and, for developing countries, ‘nationally appropriate
mitigation actions [up to 2020]...that are quantified (e.g., reduction from
business-as-usual)’ (Government of the United States of America 2009:4).
South Africa, in contrast, recommends that any new agreement contains
provision for only a ‘register of nationally appropriate mitigation actions
by developing countries’. The register would

initially contain a list of indicative mitigation actions proposed and
support needed to implement and will include information related
to the assumptions and methodology underpinning the proposed
action, the emissions that would be avoided, relative to baseline,
and the required support for the indicative mitigation actions.
(Government of South Africa 2009:97)

The register would be updated annually. The South African position
thus accords developing-country actions a lower legal standing than
industrialised-country commitments (only the latter would actually appear
in the treaty) and links them more tightly to support from industrialised
countries.

While the range of views in relation to it is large, it is this second
plank of negotiations that represents the biggest hope of a way forward
for the current round of climate change negotiations, since it suggests
a convergence of views in an area in which disagreements a decade ago
fatally undermined the Kyoto Protocol. In particular, it appears that the
United States is not pursuing in this round binding emissions targets for
developing countries. Industrialised countries are now broadly united in
what they are seeking from developing countries—that is, commitments
to policies and measures rather than to quantitative targets. The United
States has been explicit about this in recent months, including through
its recent submission to the UNFCCC and through public statements. For
example on 12 June 2009, Jonathon Pershing, the US chief negotiator,
was quoted as saying: ‘Were saying that the actions of developing
countries should be binding, not the outcomes of those actions’ (Adam
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and Goldenberg 2009). In the same month, during his visit to China, Stern
was reported as saying, “We don’t expect China to take a national cap at
this stage’ (You et al. 2009b).

This approach also suggests that developing countries are now prepared
to domore. Developing countries in general might still be termed ‘reluctant
nations” when it comes to mitigation (Victor 2008), but they are certainly
less reluctant than they used to be. Their position is expressed well in the
G5 (Brazil, China, India, Mexico and South Africa) 2008 statement:

We, on our part, are committed to undertaking nationally
appropriate mitigation and adaptation actions which also support
sustainable development. We would increase the depth and range
of these actions supported and enabled by financing, technology
and capacity-building with a view to achieving a deviation from
business-as-usual. (G5 2008)

Whereas the developing-country position embedded in the UNFCCC
might be summarised as, “We’ll only mitigate if we want to, and if there
is external financing’, this new position could be summarised as “We'll
mitigate climate change on our own to some extent, and we will do more
if there is external financing’.

This change in positions is for a number of reasons. On the part of
the United States, it perhaps represents the lessons of experience. Getting
developing countries to sign on to quantitative targets was tried in the
late 1990s, and failed. On the part of the developing countries, there is no
doubt that the risks of climate change are better appreciated today than
they were 10 years ago. Recent projections for the melting of the Hindu-
Kush-Himalayan-Tibetan glacial system (the Earth’s ‘third pole’) suggest
that 75 per cent of it will have melted within 50 years, with potentially
catastrophic impacts on lives and livelihoods across Asia (UNEP 2008).”
Having the United States back in the negotiating room at least makes a
negotiated agreement possible. It also raises prospects of trade retaliation
if an agreement isn't forthcoming, and puts the onus on leading developing
countries—none more so than China—to be good global citizens.

China itself has said little in relation to this issue of developing-country
mitigation action, though its position overall appears to be similar to that
of South Africa (NDRC 2009). What domestic action, if any, China might
commit to is the subject of the remainder of this chapter.
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Views from China

A number of Chinese papers have recently appeared in two distinct areas:
global agreements and national targets. What follows below is not intended
by any means to be an exhaustive survey, but rather an important sample
of relevant arguments and positions.

Papers by Zhang et al. (DRC Project Team 2009), Pan et al. (2008a) and
Cao (2008) have all taken up the issue of the desirable shape of a global
agreement. All three argue for a global cap-and-trade regime in which
China participates fully. Given China’s traditional opposition to such a
position, this itself makes the papers interesting. The status of the authors
also demands that this body of work be taken seriously. The Development
Research Centre (DRC) is the think tank of the National Development
Research Council (NDRC), which has carriage of climate change policy in
China. Professor Pan Jiahua is a distinguished scholar and adviser to the
government on climate policy.

While the three proposals differ in various ways, they all argue that
one factor that should be taken into account when the global emissions
budget is divided between countries is cumulative per capita emissions.
Garnaut (2008) shows that most of the industrialised-country targets for
2050 are broadly consistent with a gradual convergence by that date to
equal current per capita emissions production. An approach that allocated
emissions on per capita past rather than future emissions would, however,
require much steeper cuts by industrialised countries. For example, by
my calculations, the Pan et al. (2008a) paper has the implication that
industrialised countries need to commit to emissions reductions of 65 per
cent by 2020.*

The second set of papers suggests domestic emissions and energy
policy targets for China for the next decade. The Sustainable Development
Strategy Report produced by the Chinese Academy of Sciences (CAS) in
March 2009 proposes that

by 2020, China’s low carbon economic development target be set at
40%—60% reduction of energy consumption per unit of GDP over
the 2005 level, and CO, emissions per unit of GDP be decreasing by
about 50%. With support of reasonable and fair technology transfer
and financing mechanism(s]...China’s carbon emissions could be
expected to peak between 2030 and 2040, and then stabilize and
start to decline afterwards. (CAS 2009)
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A recent paper by Jiang Kejun and his co-authors of the Energy
Research Institute (also part of the NDRC) projects a policy scenario in
which energy intensity (the ratio of energy consumed to gross domestic
product [GDP]) falls by 50 per cent between 2005 and 2020 (Jiang et al.
2009).

Finally, an article by Hu Angang (2009), of Tsinghua University and
an adviser to the government, argues that China should peak its carbon
dioxide emissions by 2020, return them by 2030 to 1990 levels and by
2050 reduce emissions to half of their 1990 levels.

What sort of impact might these academic analyses and arguments have
on official Chinese policy? Given the consensus outlined in the previous
section that developing countries will not be called on to take on binding
targets at Copenhagen, the global agreement papers are likely to have more
of aninfluence in the longer term. The curious compromise world of ‘targets
and timetables’” for industrialised countries and ‘policies and measures’
for developing countries, which the international climate change regime
appearsto beheading for, is bestunderstood asa transitional one. Ultimately,
a more harmonised regime will need to prevail, if only for purposes of
comparability.” Perhaps more and more countries will take on economy-
wide targets. If so, the arguments of the first set of papers indicate some of
the difficulties the world might face making the transition. Industrialised
countries, having already announced medium (2020) and long-term (2050)
targets, have a first-mover advantage. Developing countries, however,
when they come to accept quantitative targets, are unlikely to be prepared
to derive their targets from the residual of an agreed global target and a set
of pre-announced industrialised-country targets. They might also want
a renegotiation of industrialised-country targets, along the lines of the
arguments advanced by these three papers.'’

The other set of papers seems more relevant for the short term and
for the current negotiating framework. As foreshadowed in Garnaut
(2008), could China use domestic policies as the basis for an international
commitment to mitigate climate change?

China is now preparing its next five-year plan, which will run from
2011 to 2015. China already has a number of emissions and energy-related
targets. There have recently been various suggestions from the media
that China is gearing up to adopt new targets for the next five-year plan
or possibly out to 2020. Media reports suggest that the existing goal for
energy-efficiency improvement (a 20 per cent reduction in the energy
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intensity ratio over the period of the Eleventh Five-Year Plan from 2005
to 2010) could be extended out to 2015 or 2020 (Chen and Miles 2009).
Indeed, China already has an implicit goal: the 2005 China National Energy
Strategy and Policy 2020 (DRC 2005) sets a goal of quadrupling GDP
by 2020 while only doubling energy use, implying a halving of energy
intensity. Chinese officials have also recently indicated that the 2020 target
for renewable energy could be increased from 15 per cent (NDRC 2007) to
20 per cent (AFP 2009). It has also been reported that a goal to reduce the
carbon intensity of output might be adopted (Li 2009). Zhang Xiaoqgiang,
Vice-Chairman of the NDRC, was quoted in London as saying that ‘Beijing
was open to the idea of limits on the carbon intensity of its economy...
We have taken note of some expert suggestions on carbon intensity with a
view to have some quantified targets in this regard. We are carrying out a
serious study of those suggestions’ (Borger and Watts 2009).

Hu's (2009) recommendations appear to be unrealistic and, by
recommending that by 2030 emissions be returned to their 1990 level, ask
too much of China. To see this, note that in Garnaut (2008), even under a
stringent 450 parts per million (ppm) global stabilisation agreement, China'’s
emissions entitlements in 2030 are still about double their 2000 levels. Let
us assume, however, that, in line with CAS (2009) and consistent with
Jiang et al. (2009), China adopts an explicit policy of halving its carbon
intensity by 2020 over 2005 through some combination of improvements
in energy efficiency and increases in the share of renewable energy. This
would require an annual average reduction in carbon intensity of about
4.5 per cent between 2005 and 2020.

How ambitious this is depends on what is understood as the current
trajectory of emissions. Views differ greatly on this. A halving of carbon
intensity by 2020 would require a deviation—of 10 per cent below the
Energy Information Administration (ELIA 2009) reference case; 28 per cent
below the reference case of the International Energy Agency (IEA 2007b);
30 per cent below the McKinsey Global Institute’s (2007) projections; 37
per cent below the projections of Garnaut et al. (2008b); and 45 per cent
below those of Sheehan and Sun (2008)."

Projecting China’s trajectory of emissions is difficult for two reasons.
First, the policy regime in China with regards to energy is complex and
in flux, and it is difficult to estimate the effect of existing measures. As
Sheehan and Sun (2008:404) comment, ‘the government has relied mainly
on “command and control” measures, rather than price or tax measures’.
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Second, there is a structural break in about 2000 in the long-term trend of
energy intensity (Figure 18.1). It is difficult to know whether the flattening
out of emissions intensity since 2000 is a temporary aberration or a new
long-term trend. Garnaut et al. (2008b) argue that the historical experience
of other developing countries, including rapidly growing Asian countries,
suggests that, without policy action, little further decline in emissions
intensity would be expected. This in turn would support the case that a
target of halving emissions intensity by 2020 is indeed a very ambitious
policy, representing a one-third or more deviation from outcomes in which
energy efficiency and clean energy are not explicitly targeted.

Figure 18.1 China’s energy intensity, 1980-2008
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Sources: National Bureau of Statistics (NBS) 2008, China Statistical Yearbook 2008, China
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on the 2008 national economic and social development, National Bureau of Statistics, Beijing,
<http://www.stats.gov.cn/english/newsandcomingevents/t20090226_402540784.htm >

Of course, itis important to stress that such a policy commitment implies
that China’s emissions will increase. How much depends on growth. With
8 per cent annual average growth to 2020, carbon dioxide emissions would
grow by 70 per cent above 2005 levels even with a halving of emissions
intensity in this period.

It is, however, equally important to realise that it is inevitable that
China’s emissions will continue to rise for some time. A one-third deviation
from business-as-usual by 2020 is more than what is judged by most to
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be an equitable or reasonable contribution by China to a stabilisation
agreement. For example, the Garnaut Review (Garnaut 2008) gave China
headroom so that its emissions entitlement at 2020 under an ambitious
(450ppm overshooting) global stabilisation scenario was only 10 per cent
below business-as-usual. The influential analysis of den Elzen and Hohne
(2008) suggests that developing-country emissions need to be only 15-30
per cent below business-as-usual in 2020 for the same scenario.

A policy commitment from China would need to be not only ambitious
but credible. There is only space here for a preliminary analysis. So far,
China has had limited success in achieving its 4 per cent annual reduction
goal for energy intensity—the goal it would need to continue with
for another decade to achieve a halving of its carbon intensity. By my
calculations, based on the latest available statistics, China had achieved
by the end of 2008 about only an 8 per cent reduction in energy intensity
since the goal was launched in 2005 (Figure 18.2)."> That leaves it less
than halfway to its 20 per cent target by 2010, with only two years to go.
Moreover, most of the reduction was achieved in 2008 and as a result of
the global recession (which has hit energy-intensive exports particularly
hard) not of Chinese policy.

Figure 18.2 Growth in energy intensity: recent performance
and targets
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<http://www.stats.gov.cn/english/newsandcomingevents/t20090226_402540784.htm >;
see also Note 12 and the note to Figure 18.1.
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Meanwhile, China’s energy mix shows stability, with increases since
2000 in the shares of coal and gas, a reduction in reliance on oil and no
change in the share of nuclear and renewable energy (Figure 18.3). If we
assume GDP grows at 8 per cent a year from now until 2020, and the
energy intensity target is met, renewable energy will have to grow by
about 9 per cent annually out to 2020 to meet the 15 per cent target, and
by about 11 per cent annually to meet a 20 per cent target. If the share of
coal, oil and gas remains constant, increasing the share of renewables to,
say, 20 per cent will reduce the carbon intensity of energy by about 15 per
cent. If the share of coal relative to oil and gas continues to increase, this
will somewhat offset the impact of a rising renewable energy share.

Figure 18.3 China’s energy mix, 1990-2007 (per cent)
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Projections to 2020 (apartfromthe papersalready cited, which obviously
argue that a halving of emissions intensity is feasible) give a range of
outcomes for what is possible under a reform scenario. A 50 per cent
reduction in emissions intensity by 2020 lies about 20 per cent below the
policy scenarios of the 2007 IEA projections and Sheehan and Sun (2008)."
The McKinsey Global Institute’s projections are typically more optimistic
than others about how quickly energy efficiency can be improved. A 50
per cent reduction target is, however, about 10 per cent below what the
McKinsey Global Institute (2007) estimates can be achieved using existing
technologies in profitable energy-efficiency improvements, though note
that the McKinsey projections are in terms of energy efficiency alone, and
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the targeted increases in renewable energy would further reduce China’s
carbon intensity, as discussed above.

In summary, a target for 2020 that aimed broadly at halving China'’s
carbon intensity from its 2005 level would certainly be seen as ambitious.
Indeed, the United States has already effectively said as much, with its
chief negotiator commenting, in the context of a possible goal for China
for the next five years, ‘[i|f they come up with improvements in energy
efficiency, then 20 percent would be an excellent number, a very strong
number” (Spiegel Online 2009)."* Indeed, the target is so ambitious that
some might view it as not credible, especially given China’s limited success
in recent years in reducing energy intensity. Nevertheless, other countries
will want to encourage China to adopt an ambitious target rather than
cautioning it against making an offer it might not achieve." The direction
of policy in China is clear, and the expectation is that an ambitious target
would itself provide the impetus for more sweeping reforms in China,
including possibly the introduction of widespread carbon pricing.

For China to provide a stimulus to international negotiations, it will
need to not only announce a target along these lines but be prepared to
make an international commitment to it. If China is not prepared to make
a quantitative commitment along the lines expected of industrialised
countries, it will need to commit to, say, the halving of emissions intensity
as a quantitative, non-binding indicator of what its policies are expected
to deliver. Once an international commitment was made, some sort of
international monitoring would be expected. If China is not planning to
seek international funding for this commitment, then its recent statements
suggest that it won't accept international monitoring (NDRC 2009).'°
By the same token, it seems unlikely that, if agreement was in sight, a
compromise would not be possible on this issue.

Conclusion

Amid the generally gloomy prospects for climate change negotiations and
slow progress in relation to the same, this chapter has drawn attention to
the possibility that China will commit to something like a halving of its
carbon intensity between 2005 and 2020.

This is far from a sure thing. We still can’t say exactly what China will
commit to, but we are also not completely in the dark. It is highly likely
that China will continue with its energy-efficiency improvement program
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and it seems quite possible that it will combine this and its renewable
energy program into a carbon—intensity (emissions—to—GDP) reduction
target for 2015 or 2020. A target to halve emissions intensity by 2020
would clearly meet, if not exceed, the expectations of the industrialised
countries. It would be seen as an ambitious, stretch target—possible but
not easy to achieve. If put forward as an international commitment—as a
quantified, non-binding indicator of expected policy impact—it would
more than satisfy the expectations of industrialised countries."”

There are various reasons why China might adopt such a target but not
be prepared to offer it as an international obligation. Agreement on the
form in which such commitments should be made might not be possible. As
mentioned, even though there would be no penalties for non-compliance,
China might not be prepared to submit to international monitoring and
reporting. There is also the large divide between what China is asking
from the industrialised countries and what they are offering. The second
section of this chapter indicated the huge gaps here in relation to emissions
reduction targets and public funding.

Even if the distance between the negotiating parties is too great to be
covered in the next few years, and no international agreement is possible,
the recent policy developments in China are encouraging. Motivated by
concerns about energy security and local air pollution as well as climate
change, China appears likely to proceed with the sort of energy-efficiency
and clean-energy policies analysed in this chapter regardless of whether an
international treaty is in place or not. If the United States passes cap-and-
trade legislation, the need for an international agreement to drive national
action will be further reduced. The combined example of the world’s two
superpowers will be much more influential than the penalty provisions of
any multilateral treaty. This provides a useful contingency in the event
that no treaty can be negotiated or if, once again, the US Senate refuses
to ratify any successor treaty. More generally, given the obstacles that
will have to be overcome before a successful agreement can be reached,
the more countries are committed to national action irrespective of their
international obligations, the better will be the outlook for successful
international climate change mitigation.

That said, there can be no doubt that the forging of an international
agreement would give an important stimulus to domestic action around
the world, and in particular would allow industrialised and developing
countries to proceed with an understanding that each was doing its agreed
‘fair share’. An international offer from China to halve its carbon intensity
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by 2020, in return for the West doing more in terms of emissions reduction
and public funding—while itself a long shot—seems to be the best basis
we have for a global deal. While a number of papers have recently called
for US—China collaboration on climate change, conceived primarily in
technological terms (Chandler 2008; Chu and Thornton 2009; Lieberthal
and Sandalow 2009), collaboration on striking a global deal on these terms
would be far more influential in unlocking the impasse that has long held
back global climate change negotiations.
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Endnotes

1. ‘Climate envoy’s cooperation call’, China Daily, 23 February 2009, <http://www.china.org.
cn/environment/news/2009-02/23 /content_17318608.htm>

2. The Byrd-Hegel Resolution, which was passed 95-0, expressed the sense of the US Senate
that the United States should not be a signatory to any protocol that would ‘(A) mandate
new commitments to limit or reduce greenhouse gas emissions for the Annex I Parties,
unless the protocol or other agreement also mandates new specific scheduled commitments
to limit or reduce greenhouse gas emissions for Developing Country Parties within the same
compliance period, or (B) would result in serious harm to the economy of the United States’.

3. The argument here is not that these three points provide the basis for the most efficient
or effective global agreement, but rather they constitute the most likely basis for a global
agreement. de Boer (2009) lists four points. The fourth relates to the governance of funding
provided under the third point.

4. A related disagreement is about whether these targets should be met only by domestic
emission reductions, as developing countries tend to argue, or by continued use of the
Kyoto Protocol flexibility mechanisms, such as international trading and international
offsets (the Clean Development Mechanism), as industrialised countries tend to argue.

5. ODA is official development assistance, or aid.

6. ‘The convention talks about obligations that might total $100 billion for activities like
mitigation. But if you take a look at that, it includes all the mitigation requirements in
China, South Korea and Singapore. These are not countries that need financial assistance
from the rest of the world to mitigate. After you take those out, you have a much smaller
number” (Spiegel Online 2009).

7. Although note that the latest scientific analysis suggests that blame for this should be
shared equally between global warming due to greenhouse gases and regional warming of
the lower atmosphere as well as soot deposition on snow and ice due to Asia’s “atmospheric
brown cloud”.

8. Pan et al. (2008a) assume 40 per cent domestic cuts by 2020 over 2005 for Annex 1 countries
and show Annex 1 countries still need to purchase 40 per cent of permits. This corresponds
with a commitment to a 64 per cent cut by 2020 over 2005 (40 per cent domestic and 0.4*40
per cent by permits). Similar calculations by India have led them recently to suggest 80 per
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10.

11.

12.

13.

14.

15.

16.

17.

cent cuts by industrialised countries by 2020 (‘Japan, Russia urged to issue 2020 greenhouse
goals’, Reuters, 2009, <htp://www.alertnet.org/thenews/newsdesk/L.8653677.htm>).

Many economists make a case on efficiency grounds for a ‘top-down’ harmonised regime,
with all countries subject to either emissions targets or similar policies, such as carbon
taxes. Others argue for a more ‘bottom-up’ approach to promote participation and
compliance. As discussed in Howes (2009), the approach now being developed—‘top down’
for industrialised countries with emissions targets and ‘bottom up” for developing countries
with country-specific policies—has no real foundation in the literature (though it is perhaps
best captured by the idea of ‘sustainable development policies and measures’; Bradley and
Pershing 2005). Indeed, it has little by way of theoretical rationale, but appears rather to be
emerging as a compromise between industrialised and developing blocs.

The other issue that China might raise should it opt to participate in an emissions target
regime is whether targets should be set on the basis of production (as under Kyoto) or on the
basis of consumption, which would favour China given its role as the world’s manufacturer.
See Pan et al. (2008b) for further discussion.

In some cases, no explicit projection for 2020 is given. In these cases, interpolation between,
for example, 2015 and 2030 projections was used. The McKinsey Global Institute’s base is
2003. The McKinsey figures are for energy intensity; the others are for carbon intensity.

A cumulative 7.7 per cent reduction is less than what is reported by China—for example,
10.1 per cent (‘China’s economy transforming in green revolution’, Xinhua, 2009, <http://
www.ccchina.gov.cn/en/NewsInfo.asp?NewsId=17836>). My figure is obtained by
combining data from the China Statistical Yearbook 2008 (NBS 2008) with more recent data
from the 2009 Statistical communiqué (NBS 2009). The more recent data pertain to output
(from 2006 onwards) and to energy consumption (for 2008 only).

The IEASs ‘alternative policy scenario’ is based on environmental policies for China under
consideration at the time the scenario was constructed (2007). Sheehan and Sun’s most
ambitious policy case is used for this comparison, in which the role of energy-intensive
industries is reduced, relative energy prices increase and energy intensities improve in
industry and transport. As earlier, interpolation is used to construct 2020 values when they
are not available. The McKinsey base is 2003.

This chapter focuses on a possible commitment to halve the carbon intensity of output
by 2020 over 2005 levels. If the carbon intensity of energy is constant, halving of carbon
intensity requires a halving of energy intensity. Achieving this for the period 2005-20
would be consistent with reducing energy intensity by 20 per cent over each of the five-
year periods, 2005-10, 201115 and 2015-20.

This is especially true given the generally poor track record of industrialised countries in
meeting their own Kyoto targets.

‘Only those actions enabled by measurable, reportable and verifiable support are subject to
the “measureable, reportable and verifiable” requirement” (NDRC 2009).

The United States” May 2009 submission to Copenhagen indicates that it also would want
major developing countries to commit to a peaking year for emissions and to indicate in
which year they would take on binding emissions targets. Whether China would make
commitments along these lines remains to be seen. Compromises will, however, also likely
be forthcoming in the face of an ambitious offer from China.





