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On March 30, 2005 the Sustainable Energy Institute (www.s-e-i.org) convened two
panels composed of distinguished representatives from academia, NGOs, embassies, and
international organizations to discuss options for the U.S. relationship to an

international climate change regime.  The first panel addressed scenarios for an international climate regime while the second focused on the experiences of other countries in addressing climate change and on ideas for broadening international participation in the climate change regime. Speakers for the panels included:  
Panel I: Scenarios for an international regime
Robert Stavins, Director, Environmental Economics Program, Harvard University
Kevin Baumert, Senior Associate, World Resources Institute

Annie Petsonk, International Counsel, Environmental Defense
Panel II: Broadening participation in an international regime
Ana Unruh Cohen, Associate Director for Environmental Policy, Center for American Progress
Robert Donkers, Environment Counselor, Delegation of the European Commission to the United States
James Reilly, Senior Environmental Advisor, British Embassy

Sigrid Anna Johnson, Head of Section, Environment and Fisheries, Canadian Embassy

Carlos de la Parra, Minister for Environment, Embassy of Mexico

Both panels were moderated by Irving Mintzer, Senior Associate at the Pacific Institute for Studies in Development, Environment, and Security, who introduced the first panel and posed the following two questions to frame the discussion:  
1. What are the appropriate criteria for judging different strategies for the formation of an international climate change regime?; and

2. What are the tools available to evaluate the options?       

Robert Stavins initiated the first panel, calling for the establishment of an international climate change regime based on the following three principles:

· Sound science, 
· Rational economics, and 
· Pragmatic politics.
According to Stavins, three parts define the structural and functional aspects of this climate change framework: 
· Involvement by all countries, 
· Long-term commitment, and 
· Use of market-based approaches.
Stavins stressed the involvement of developing countries because these countries will account for more than 50% of GHG emissions by 2015.  Stavins added that the current exclusion of these countries will only make it harder for them to join an international climate change regime in the future, because in the meantime they would gain comparative advantages in carbon-intensive industries as costs are driven up in industrialized nations.  However, he also noted that even though the developing world’s participation is vital, these countries should not be expected to pay exorbitant costs in the short run, as the  current stock of emissions in the atmosphere is due mainly to the past actions of already industrialized countries.  Stavins concluded this part of his presentation by stating that an appropriate policy would enable developing countries to be participants from the start and only absorb increasing costs as they become wealthier, using so-called “growth targets.”
With regards to the “long-term commitment” component of the aforementioned climate change framework, Stavins noted that its inclusion in this scheme is based upon the fact that GHGs remain in the atmosphere for centuries.  To achieve long-term results, Stavins emphasized his support for a “slow, stop, and reverse” approach to climate change, whereby moderate targets are set in the short-run and become increasingly stringent in the long-run.  He argued that this approach will avoid the problem of “premature capital obsolescence.” Finally, Stavins addressed the importance of using market mechanisms and added that these approaches help ensure political pragmatism in the effort to reduce GHG emissions.  In this regard, he cited the success of the 1990 Clean Air Act, which employed such mechanisms.

Following Stavins’ presentation, Irving Mintzer introduced Kevin Baumert of WRI.  Baumert focused his discussion on ways to engage developing countries in international climate change frameworks.  Baumert began by stating that the developing world is vital because that is where the largest growth will be during the next 25 years both in terms of population and GHG emissions.  However, according to Baumert, there are three barriers that make difficult a substantive involvement by developing countries:

1. The unwillingness of the United States to contribute its fair share to reducing carbon emissions;
2. The costs incurred by climate change policies; and 
3. The perception that climate protection threatens rather than benefits development.
Baumert stated that while U.S. stakeholders want the number of countries covered by emissions caps increased as a necessary precursor to its own participation, it is unlikely that developing countries will commit to such caps due to uncertainty in emissions information and the perceived threat to development.  Therefore, it is unlikely that a North-South allowance system is foreseeable in the near-term.  However, Baumert went on to argue that there are alternative mechanisms which address specific development needs of the third world while encouraging reduction in CO2 emissions.  Baumert added that some examples of developing countries’ needs include electricity in India, the transportation needs in China, and biofuels in Brazil, and that available policy mechanisms which can address these issues and may lead to carbon reductions include World Bank development loans, export-credit agencies, capacity-building, and spillover effects from U.S. investment in new and cleaner technologies.     
Baumert was followed by Annie Petsonk of Environmental Defense (ED), who addressed the linkages between international trade and climate change regimes as well as ED’s prior work in determining the motivations that would lead countries like the U.S. to join an international climate change regime.  Petsonk argued that from the beginning, developed countries only wanted to be a part of agreements that would make them economically better off as a result of their participation.  Upon realizing the need for this key incentive, ED looked into creating a "GATT for GHG emissions," which would enable countries to make money while reducing emissions, and ultimately became the basis for the Kyoto Protocol.  According to Petsonk, the Acid Rain Trading Program, a market-based approach to reducing sulfur dioxide (SO2) emissions launched under the first Bush administration, is an example of such a successful approach, as it has enabled the U.S. to reduce its SO2 levels in a low-cost manner.  Petsonk went on to argue that while a Kyoto regime employs similar incentives, the main obstacle to its passage by countries like the U.S. is the developing countries’ refusal to accept caps on their GHG emissions, as such an action would limit their growth.  Petsonk noted that one possible way to engage these countries without caps is a using a “project-based” format, whereby firms are rewarded for proving that they are running cleaner.  Petsonk did acknowledge that the problem with this approach is the difficulty involved in determining the level of emissions that these companies would have emitted as baselines.  A second and final approach recommended by Petsonk would involve developing countries’ acceptance of GHG emission caps which would still allow them sufficient room to grow economically.  Petsonk added that under this scenario, developing countries would trade their GHG emission allocation credits to finance their development.  

Q&A for Panel I

Petsonk’s participation closed the first panel’s presentations, which was followed by a Q&A session amongst the speakers and moderator Irving Mintzer who asked them to address: 

1. What their specific approach for an international climate change scenario suggests for U.S. involvement, and 

2. The analytical tools available to evaluate alternative strategies.

In response to Mintzer’s fist question, Robert Stavins stated that the U.S. needs to take a leadership role, but that unilateral approaches such as those called for by Senators John McCain’s and Joe Lieberman’s legislation are not sufficient.  According to Stavins, a better option for the U.S. would be to work with OECD countries to develop a sound, international approach.  With respect to analytical tools available to evaluate alternative strategies, Stavins stated that the Intergovernmental Panel on Climate Change has surveyed integrated assessment models that combine scientific and economic analysis of climate change policy.  He mentioned that many of these models have been assimilated by the Stanford Energy Modeling Forum.  

Next, Kevin Baumert responded that given the U.S. refusal to join international climate change agreements without having prior domestic experience, the U.S. climate change efforts should then be based on aggressive federal legislation which mandates the use of cap-and-trade approaches.  In response to Mintzer’s question on analytical tools, Baumert noted that the Climate Analysis Indicator Tool of the World Resources Institute is a good tool to evaluate alternative strategies.                    
Finally, Annie Petsonk stated that the U.S. should set its own caps on emissions to increase its legitimacy on an international level.  

Panel II: Broadening participation in an international regime
Irving Mintzer opened the second panel with two questions to frame the discussion: 
1. How should the balance be set between investing in new technologies and economic development?; and  
2. How can the U.S. reinsert itself in international climate change efforts and exert its leadership?  

Ana Unruh Cohen of the Center for American Progress spoke about the recommendations of the International Climate Change Taskforce (ICCT) for a global climate change framework post-2012.  Cohen noted that the first recommendation of the Taskforce is to address the nonparticipation of the U.S. and Australia by ensuring that these countries implement trading schemes that can be harmonized with the EU and Kyoto models.  The second recommendation involved engaging the developing countries in a substantive way.  According to Cohen, the latter would involve a three-stage sequence.  First, the links between climate and development issues must be identified.  Second, developing countries must make substantive commitments to increase efficiency.  Thirdly, binding GHG emissions targets must be adopted.  Cohen went on to argue that engaging the U.S., Australia, and developing countries will require flexibility and coherence between short and long-term goals.  According to Cohen, the ICCT believes that the G8 can play an important role to address both recommendations through implementing national cap-and-trade mechanisms and engaging developing countries such as India, China, and Brazil in confidence-building measures.  Cohen also noted that the ICCT holds that there are also project-specific technology partnerships that should be formed to encourage the development of biofuels, high-efficiency vehicles, and gasification plants that capture carbon.   

Robert Donkers provided the perspective of the European Commission with regard to post-Kyoto efforts to address climate change.  Donkers begun by noting that even though the EU had been skeptical in the past about market-based mechanisms, it is now taking market-based trading seriously as one of the instruments to meet its objective to meet its Kyoto target  and to contribute to keeping global warming within 2 degrees Celsius.  This objective is estimated to require 60-80% reductions in greenhouse gases by 2050.  In addition to its recent efforts, Donkers noted that the EU supports the arrangement of a post-2012 climate change regime in the UN context.    In this regard, Donkers commented that the U.S. should take actions similar to those of the EU for a variety of reasons.  In addition to the environmental benefits of cleaning up the atmosphere, a program to reduce GHGs will create jobs, markets, and competition, all of which will be good for the U.S. economy.  The U.S. argument that it should wait for new technologies to develop is not tenuous at all, maintained Donkers, asserting that the existing stock of technologies is sufficient to enable the U.S. to do something about climate change while making money.  He added that there are a lot of economic reasons for the U.S. not to wait to address climate change.  Finally, Donkers commented that what is lacking in the international climate change negotiations is a spirit of good faith, partnership and leadership from the U.S. as by far the largest contributor to man-made GHG emissions  He added that changing this position would encourage deeper U.S.-EU relations and trigger engagement and cooperation with other partners, in particular developing countries such as China and India, to work on climate change.       

Jim Reilly emphasized in his presentation that climate change is one of the highest priorities in the UK at the present time.  Reilly added that it was Prime Minister Tony Blaire’s personal decision to make poverty in Africa and climate change the two highest priorities of the UK while it holds the presidency of the G8.  Within the G8, Reilly noted that the UK has 3 objectives:  1) to build consensus on the science of climate change; 2) to encourage the development and deployment of new technologies by the G8 countries; and 3) to engage developing countries in climate change efforts.  In terms of a post-2012 agreement on  climate change, the UK wants to take leadership now to show other countries how reducing GHG emissions has met success in the UK.  Reilly also added that the UK wants to convince other key players that reducing emissions does not necessarily harm the economy.  In support of his previous point, Reilly noted that since 1990 the UK had managed to reduce its GHG emissions while its economy grew 36%.
Sigrid Anna Johnson spoke about Canada’s actions to lead efforts in climate change negotiations.  In this regard, Johnson noted that Canada’s Minister of Environment, Stéphane Dion, will be chair of the Eleventh Conference of the Parties (CoP 11) to the United Nations Framework Convention on Climate Change in Montreal in early December 2005.  Johnson provided a brief overview of the themes that will frame the discussions at COP 11, which include: 
· Engaging the participation of the U.S. and developing countries;
· Harmonizing sustainable economic growth with climate change policy;
· Encouraging the development and deployment of cleaner technologies; 
· Making more effective the use of market mechanisms; and 
· Adaptation to new climate policies.  
Carlos de la Parra emphasized some of the serious implications of climate change for developing countries and actions that have been taken in Mexico to address the problem.  According to de la Parra, Mexico has formed an Intersecretarial Commission on Climate Change to better formulate, evaluate, and report on climate change policy measures.  He added that in regions such as Guadalajara and Monterrey, the government has successfully implemented energy efficiency measures such as the installation of incandescent and higher efficiency light bulbs.  De la Parra also reported that in 2001 the largest oil company in Mexico- Pemex- committed itself to an emissions control and reduction plan.  Finally, de la Parra cited his government’s efforts to promote the comparative advantages of capital-intensive as opposed to resource-intensive industries in Mexico.  These items, as de la Parra mentioned, are a good indication of Mexico’s high interest and level of engagement in climate change policy.       
Q&A for Panel II
Irving Mintzer opened the question and answer part of the panel by asking the panelists to address how to advance and encourage measures being considered in the U.S. Congress. 
In response to Mintzer’s question, Ana Unruh Cohen indicated that there are growing concerns in the business and financial communities in favor of the development of climate change policy.  Cohen added that the involvement of these entities could help move legislation forward.  Following Cohen’s response, Robert Donkers suggested that movement on the state level could encourage eventual coordination on a national level, and also indicated the important stake that religious leaders can have in influencing U.S. policy on climate change.  Jim Reilly maintained that the best way to move legislation forward is to embed climate change policy with other policy voters care more about, such as economic policy and security.  Sigrid Anna Johnson agreed with responses of the previous panelists and emphasized the importance of having sufficient scientific and economic information on the implications of climate change.  Finally, Carlos de la Parra indicated that formulating innovative ways to “legitimize” the fact that U.S. involvement in climate change policy should be greater, are key to changing the reluctance of the U.S. to participate in an international climate change regime.  
Following the first round of responses, audience member Simon Godwin of Daimler-Chrysler asked Ana Unruh Cohen to comment on whether or not there exists a potential for the expanded use of biofuels across the world.  Cohen primarily focused on the experience of biofuels in the U.S., which could potentially serve as a model for other countries in the future.  She noted that in the U.S. farmers are beginning to see the potential benefits of using biofuels.  She mentioned an organization of farmers called “25 by 25” which has an objective to use 25% renewable fuels by 2025.  Cohen also indicated that in the U.S. there is good potential in the transportation sector to see an increase in the use of biofuels.

Neil Numark of Numark Associates and the Sustainable Energy Institute asked the panelists to address the question of alternative solutions if the U.S. does not participate in an international climate change regime.  Numark specifically asked if it is possible for the U.S. to take an independent policy that runs parallel to international efforts; and if so, what would be the implications of this policy for business.  Related to this, Numark also asked Kevin Baumert of WRI to comment on whether an approach that involves having developing countries pledge to so-called “Policies and Measures” (PAMs) for sustainable development, which Baumert previously mentioned during his presentation, could deliver a real environmental benefit compared to “capping” emissions.
In response to Numark’s second question, Baumert noted that in 2000 the Intergovernmental Panel on Climate Change (IPCC) published a set of scenarios that looked at future GHG emissions under a number of different alternatives, one of which showed that many non-climate policies and measures (PAMs) aimed at developing countries can have very large impacts on GHG emissions reductions.   Baumert added that an analysis conducted by WRI showed that the GHG emissions implications of these PAMs in China, India, Brazil, and South Africa are “staggering.”  Following Baumert’s response, Robert Donkers provided an answer to Numark’s first question.  Donkers specifically stated that U.S. businesses would still be able to trade internally among U.S. operations if the U.S. took a parallel track, but reiterated that U.S. business would benefit from the U.S. joining a future multilateral regime.  He stated that there is a rapidly growing interest both at the state and national levels for the U.S. to align its policies with those of the EU and other partners in addressing climate change.  
 

