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Outline
1. What is a meaningful climate agreement?
2. Are current efforts adequate?
3. What is a cost-effective way of addressing 

climate change?
4. How do we ensure the agreement is inclusive?

- by ensuring equity (in allocation)
- by stabilizing permit prices

5. Implications for income transfer
6. Paradigm shift required to break the current 

impasse (seemingly intractable positions of 
North and South)
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What is a ‘meaningful’ agreement
A la IPCC:
• stabilization of greenhouse gas concentrations 

in the atmosphere at a level that would prevent 
dangerous anthropogenic interference with the 
climate system

• and to enable economic development to 
proceed in a sustainable manner

Many argue that warming must be kept to 
less than 2°C degrees to avoid the worst 
effects
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The bottomline(s) about stabilization
1. In order to stabilize concentration of GHGs (a ‘stock’) 

emissions (‘flow’) need to  peak and decline thereafter.
2. Tighter stabilization target > more quickly this peak 

and decline would need to occur.
3. Delaying emission reductions:

i. makes it harder to achieve low stabilization 
concentration; and/or

ii. requires faster and deeper cuts in future
4. Climate system has inertia (stopping a supertanker…) 

global avg temp at equilibrium NOT global avg temp at 
time of stabilization!
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Stabilization scenarios

3.2 – 4.0
2.8 – 3.2
2.4 – 2.8
2.0 – 2.4

Global mean 
temp. increase 

(ºC)

2020 – 2060590 – 710
2010 – 2030535 – 590
2000 – 2020490 – 535
2000 – 2015445 – 490

Year CO2 
needs to peak

(2005 = 379 ppm)

Stabilization
level 

(ppm CO2-eq)

(2005 = 375 ppm)

Source: IPCC 

CO2-eq conc. in 2005 was 455 ppm.  After including net effect of all 
anthropogenic forcing agents CO2-eq conc. 375 ppm.
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Source: IPCC, Climate Change 2001 - Synthesis Report
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• What is a meaningful climate agreement?
• Are current efforts adequate?
• What is a cost-effective way of addressing 

climate change?
• How do we ensure the agreement is inclusive?

– by ensuring equity (in allocation)
– by stabilizing permit prices

• Implications for income transfer
• Paradigm shift required to break the current 

impasse (seemingly intractable positions of North 
and South)
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International agreements

• UN Framework Convention on Climate Change 
(UNFCCC)
• Rio Conference on Environment and  

Development 1992
• 192 Parties (annual COP)

• Kyoto Protocol
• 182 Parties–in force 2005 (period 2007-12)
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UNFCCC and Kyoto Protocol

• Industrialised countries have historical 
responsibility for climate change and are to 
take the lead in emissions reductions

• Commitments to transfer financial 
resources and technology to developing 
countries

• Principle of ‘common but differentiated 
responsibilities’



10

The Kyoto Protocol

Objective: reduce overall developed country 
emissions (listed in Annex B) by around 5% 
below 1990 levels over ‘first commitment 
period’ 2008-2012
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Political issues

• The US, a a major emitter, has not 
ratified the Kyoto Protocol, but is a Party 
to the Convention

• Pressure to engage developing 
countries which do not have targets but 
have rapidly increasing emissions (e.g., 
China, India)
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The UNFCCC: timeline
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Outcomes from previous COPs
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Main goals in 2009

• Agreement on commitments for developed 
countries under the Kyoto Protocol after 
2012, when current commitments run out

• Agreement on enhanced future 
cooperation for Parties to the Convention
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December 2007, Bali
• Thirteenth Conference of the Parties (COP) to 

UNFCCC and the Third Meeting of Parties 
(CMP) to Kyoto Protocol

• Bali Road Map, which includes Bali Action Plan
and other decisions

• IPCC Fourth Assessment Report:
– Climate change is unequivocal
– Global emissions continue to raise
– Delay in reducing emissions constrains development
– Humanity has the capacity to address climate 

change
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Bali Action Plan on mitigation
• Acknowledges evidence for warming is “unequivocal”
• Delay in reducing emissions increase risks of “severe climate 

change impacts”
• “Deep cuts in global emissions required to achieve UNFCCC 

objective – “avoiding dangerous climate change”
• Focus on "long-term global goal for emission reductions"
• Developed nations: “measurable, reportable and verifiable” and 

"nationally appropriate” commitments
• May or may not include quantified, binding targets for all/some
• Developing nations: “measurable, reportable and verifiable” 

actions in context of sustainable development
• Supported by technology & enabled by financing and capacity-

building
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New negotiations: Bali Action Plan

• Enhance implementation of the Convention
• Ad Hoc Working Group on Long-Term 

Cooperative Action (AWG-LCA) to address:

– Nationally appropriate commitments or actions by 
developed countries and mitigation actions for 
developing countries (NAMAs)

– Essential actions to adapt to climate change and promote 
climate-resilient development

– Mobilise finance and technology cooperation to support 
action
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Key aspects of the Bali Action Plan
• Economic growth and poverty eradication 

global priorities
• Deep cuts in global emissions urgently 

required
• Provision of incentives to engage all Parties
• Going beyond assistance: the role of 

business and the private sector through 
right investment decisions

• A long term vision
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COP 14 
Poznan

Copenhagen
Business 
Summit

COP 15 
Copenhagen

UNFCCC
Inter-

sessional
Meeting

G8 SummitSubsidiary 
Bodies 
meeting

UNFCCC 
Bangkok
Climate 
Change 
Talks

COP 13 
Bali

Dec 2008 May 2009 Dec 2009Aug-Sept 
2008

July 2008June 2008April 2008Dec 2007

Key dates from Bali to Copenhagen
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From Bali to Copenhagen

• Ad Hoc Working Group on Further Commitments 
for Annex 1 Parties under the Kyoto Protocol 
(AWG-KP)

• Ad Hoc Working Group on Long-term Cooperative 
Action under the Convention (AWG-LCA)

• Subsidiary Body for Scientific & Technological 
Advice (SBSTA)

• Subsidiary Body for Implementation (SBI)
• Workshops to deepen understanding of issues
• COP 14/CMP 4 & Subsidiary Bodies, 1-12 

December 2008, Poznan, Poland
• COP 15/CMP 5 & Subsidiary Bodies, 30 November 

– 11 December 2009, Copenhagen, Denmark
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Outline
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The economic view

22

• The fundamental problem is the climate change 
externality – a “global public good”

• Economic participants (millions of firms, billions of 
people, trillions of decisions) need to face realistic 
carbon prices if their decisions about consumption, 
investment, and innovation are to be correct.

1. To be effective, we need a market price of carbon 
emissions that reflects the social costs.

2. Moreover, to be efficient, the price must be universal 
and harmonized in every sector and country.
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… is also the IPCC view!

• “An effective carbon-price signal could realise
significant mitigation potential in all sectors.

• Modelling studies show global carbon prices 
rising to 20-80 US$/tCO2-eq by 2030 are 
consistent with stabilsation at 550 ppm CO2-
eq by 2100.

• Induced technological change may lower 
these prices ranges to 5-65 US$/tCO2-eq in 
2030.”

-IPCC, 4th Assessment Report, Summary for Policymakers, p. 18.
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Source: Newbery, D.M. (2003). Sectoral dimensions of sustainable development: energy & transport. Economic Survey of Europe 2.
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A cost effective abatement policy
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Outline
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change?
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– by ensuring equity (in allocation)
– by stabilizing permit prices

• Implications for income transfer
• Paradigm shift required to break the current impasse 

(seemingly intractable positions of North and South)
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Cumulative CO2 Emissions, 1850-2002
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Cumulative CO2 Emissions, 1950-2000
with and without land-use change and forestry (LUCF)
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Top GHG emitting countries

Source: World Resources Institute, Navigating the Numbers, 2005.
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Source: World Resources Institute, Navigating the Numbers, 2005.
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Cap-and-trade + equity based allocation:
an illustration

• Per capita emissions of CO2 7 tons annually (6 billion 
people)

• Halving emissions by 2050 2-3 tons per capita (9 
billion people)

• US at present approx. 20 tons, EU/Singapore 10, 
China 3.5, and India 1.1

• Upper bound on ‘hot air’ sold by India: 1-2 billion 
tons?  Plus abatement?

• Will it always remain ‘hot air’? (growth in emissions)



32

Stabilizing permit prices

• Permit prices will pay a key role

• $30-40/ton make technologies such as CCS 
commercially viable

• Desirable to let prices stay within a ‘band’
(floors/ceilings-safety valves)

• ‘Price band’ safeguards interests of buyers 
(North) and sellers (South)
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A modified cap and trade system
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Implications for income transfer
• The agreement is ultimately about money.
• ‘Carbon flows’ could be US$50-100bn p.a. by 

2030 (a la Stern).
• Still a win-win for North and South.
• Cheaper abatement options for North (in South).
• But North can’t ‘buy’ its way out.  Will also have 

to cut emissions at home (though less than that 
required without North-South trading).

• South takes on binding targets but it’s a loose 
cap.
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To conclude:
• Global collective action is required to address 

climate change post-Kyoto (2012).
• A modified cap-and-trade regime with initial 

allocation based on per capita entitlements offers 
win-win opportunity for North and South.

• Volatility of permit prices can be addressed 
through a price ceiling and floor (price band).

• Safeguards interests of buyers and sellers.
• Promotes investment in non-carbon technologies.
• Likely income transfers to sellers large but not in a 

relative sense.
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