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Foreword

While public concerns on climate change reach a crescendo, the prospects of arriving at an
international agreement on real emissions reductions seem distant. The climate convention was
agreed upon more than fifteen years ago. In spite of this, GHG emissions are increasing more
rapidly than ever before.

To some the prospects look somewhat more positive after the 33 G8 meeting in
Heiligendamm, June 2007. The fact that President Bush now agrees that there is a problem,
and that anthropogenic emissions are the major cause, increases the likelihood of a more
constructive approach by the US Administration in the preparations for a post-2012
agreement. For a post-2012 deal to become reality, however, attitudes amongst the main actors
have to change dramatically. Negotiations so far resemble a trench war more than anything
more constructive.



It is easy to forget that tensions between the US and the rest of the world are but one of several
fault-lines. An equally large rift exists between the traditional industrial societies of the North
and the fast-growing economies like China, India and Brazil of the South. The latter rightly
perceive that the “ecological space” is already more or less used up by the Northern economies.
This applies to the capacity of the atmosphere to absorb greenhouse gases. But it is also true
for many other vital resources on the planet, like minerals and important renewable resources.

The question of equity is at the core of the debate. Industrialized countries created the problem
of climate change and account for almost 80% of cumulative emissions. Emissions have built
up over more than a hundred years from technologies and land-use changes that helped raise
living standards in our part of the world.

If industrialised countries are genuinely interested in having developing countries as active
partners in the efforts to curb emissions, they must give priority to the following: First of all, a
demonstration of real leadership in reducing GHG emissions. The record so far is not
impressive. Only a few industrialized countries have managed to reduce emissions. Secondly,
an offer of real partnership to assist developing countries in their efforts in relation to both
mitigation and adaptation. Initiatives so far — and this goes for CDM as well as for the GEF
and the Adaptation Fund - are woefully inadequate.

To prevent “dangerous climate change” both the Stern and the IPCC reports stress the need for
global emissions to start declining within 10-15 years. Otherwise, “Earth will be a very
different place”, to quote climate expert Jim Hansen. Hence, no time can be wasted.

People all over the world are putting their hopes in the UN-led negotiation process. Knowledge
amongst ordinary people about the process is very limited, however, which means that the
opportunities for public pressure to exert influence on the negotiations are limited. This is the
background for producing this report.

The Tillberg Foundation is deeply engaged in climate change-related issues. We aim to use our
analytical capacity and our global network to its fullest potential in order to move the policy
agenda forward.

This report by Hermann Ott represents an important contribution to the overall discussion on
climate change and a post-2012 climate regime. Hermann provides important insights
regarding the history of the climate convention and various negotiating positions. He defines
the major barriers for an effective post-2012 agreement and suggests possible action to
overcome those barriers. We are very grateful to Hermann for his contribution and hope it will
stimulate debate the world over.

Tillberg, June, 2007
Bo Ekman, Founder and Anders Wijkman, MEP and
Chairman, Téllberg Foundation Board Member Tillberg Foundation



Executive Summary

Latest scientific research tells us that action to stop climate change must begin
immediately and be fundamental if irreversible damage is to be avoided. The next 10-
15 years must bring about a global turn-around in emissions in order to stay with some
certainty below a global rise in temperatures of 2°Celsius. However, there is a big gap
between the call for action resulting from the findings of the IPCC and what actually
happens at the national and the international levels. Due to the long-term nature of
planning required to tackle global warming, and due to the unequal distribution of
impacts around the globe, climate change is developing into a central challenge for
mankind. However, it also holds the promise of greater co-operation, continued
economic prosperity and the eradication of social inequalities if the challenge is met
adequately.

The fourth assessment report of the Intergovernmental Panel on Climate Change (IPCC
AR4) has confirmed mankind’s responsibility for a warming climate, has emphasized
the dangers associated with rising global mean temperatures and has provided an
assessment of the means and costs required and available to fight climate change. The
report by Sir Nicholas Stern in late 2006 has also emphasized the difference between
the costs of fighting global warming now or paying for the damages later. According to
this most comprehensive economic assessment so far, tackling climate change would
cost about one percent of global gross domestic product yearly, whereas inaction could
cost between five and twenty percent of global purchasing power per year.

The diplomatic processes to co-ordinate the international responses to climate change
are slow and ineffective. The main process is the UN sponsored Framework
Convention on Climate Change and its Kyoto Protocol. It has been characterized by
the absence and obstruction of the process by the United States and by the entrenched
positions of both good-willed industrialized and developing countries. Each side
accuses the other of copping out. The traditional industrialized countries have so far
refused to take the necessary first steps that are required for building trust. Thus the
negotiations for a follow-up after the expiry of the first commitment period after 2012
have not even resulted in a negotiating mandate.

In addition to the multilateral process under the umbrella of the UN a host of
technology-based initiatives have been established, in order to promote the capture of
methane from waste dumps, the use of hydrogen as an energy carrier or the capture
and storage of carbon. However, none of these initiatives — and also not the US
sponsored Asia-Pacific Partnership for Clean Development and Climate — have yet
yielded substantial results. The G8 summit in Heiligendamm did not bring about the
desired break-through, although it might have eased the climate negotiation later this
year in Bali, Indonesia. It remains to be seen whether the Gleneagles Process under the
auspices of the G8 will be more successful at the meeting in September 2007.

There are three possible scenarios for the future development of climate policy that are
expanded upon in this paper:

In the first scenario (business-as-usual) nothing is done and the negotiations post-2012
fail. The world is locked onto a fossil fuel path and concentrations of greenhouse gases
in the atmosphere increase continuously. Shortly after 2020, concentrations reach a
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level where temperatures are set to increase by more than 2°C. Hectic attempts at geo-
engineering are not successful; governments fear uprisings of their populations and do
not take serious measures to limit emissions. Global mean temperatures will rise to
4,5°C in 2100 and more afterwards. The world is a different place from the Earth we
know.

In the second scenario (structurally conservative) governments and companies do act,
but without resolve and by preserving the growth paradigms of current economic
thinking. Economic and technological structures are left unchanged, but central and
large technologies (nuclear power, “clean” coal, large biomass and large hydropower)
cannot stop the trend in emissions. Partially rising shares of renewable energies and
efficiency gains are eaten up by stronger demand, in traditional industrial as well as in
the emerging economies. Since decisive steps to reorganize energy production have not
been taken, the goal of 2°C will be missed. It is not sure that a turn-around can be
achieved after 2020. A slide into the first scenario is possible.

In the third scenario (eco-fair), governments finish the negotiations for a post-2012
regime in time. As a precondition, industrialized countries offer substantial support for
mitigation measures in the emerging economies, in order to allow them to leapfrog the
fossil fuel era. They also offer adequate financial means to help the least developing
countries adapt to climate change. At the national level, governments and business in
industrialized countries reorganize the energy systems to allow decentralized feed-in by
millions of renewable energy sources. Combined with a massive increase in energy
efficiency and the phase-out of coal, the world society manages to stay below 2°C.
Even in this scenario, large-scale environmental disruptions take place. But global
catastrophe might have been averted.

There is an enormous range of proposals for the future of the climate regime after
2012, ranging from specific regulations in the Kyoto Protocol to an analysis of
alternative options to the protocol. This paper examines some of the options discussed
and offers some guidance as to potential choices: There are clear advantages of
continuing the process in the context of the FCCC and its Kyoto Protocol. The
timeframe for commitments should range from short-term binding targets to longer-
range aspirational targets for 2030 or 2050. Besides the quantified targets in the
current protocol, dual or no-lose targets combined with a sectoral approach appear to
be promising for integrating emerging economies. Adaptation to the impacts of climate
change must be part of any comprehensive negotiation package.

In the last chapter, the paper makes a proposal for breaking the deadlock between
South and North. It recommends that industrialized countries make the first move to
leave the trenches and build trust. Essentially three building blocks could achieve this
aim:

First, industrialized countries must agree on substantial reductions for the phase after
2012. The EU’s offer for a 20 percent cut in emissions by 2020 is a good start, but
should be increased to 30 percent. As studies have shown, this target is realistic if
adequate measures are adopted soon. The US should be integrated via the adoption of
a strong national target after the elections in 2008 and via a binding declaration under
international law that this national target is considered part of the negotiation package.
This might be sufficient to convince especially the large emerging economies that the
North is serious in reducing its footprint and leave some space for them to grow.



Second, industrialized countries must offer substantial support for mitigation in the
emerging economies, allowing them to leapfrog the era of fossil fuels. Cost estimates
for supporting low- and no-carbon solutions in developing countries range from 20-
30 billion per year in the Stern Review to $10-200 billion per year estimated by the
World Bank’s Chief Scientist Bob Watson. The real numbers will depend on the
ambitiousness of the program and on the efficiency of the measures taken. In any case,
large and steady amounts of financial resources will be needed. The North should show
a credible willingness to contribute towards making non-fossil fuel solutions
economically viable. Markets can be part of the solution, but cannot expect to produce
miracles. Governments must provide the stable basis of funds and this must be coupled
with intelligent solutions for the transfer of technology North-South and South-South.

And third, industrialized countries must provide substantial support for the adaptation
of least developed countries to climate change. A certain degree of climate change is
unavoidable; the atmosphere is already “loaded” with enough greenhouse gases to
produce another 0,7°C of warming. Adapting to the impacts of sea-level rise,
widespread drought, flooding and food shortages will require between $10 and 40
billion according to estimates of the World Bank. Adequate funds that go far beyond
the means now foreseen in the three funds of FCCC and Kyoto Protocol must be
provided. Many creative solutions have been proposed, like a levy on transactions in
the context of emissions trading or an insurance fund to which large energy companies
contribute according to their share in the provision of fossil fuels.

These three building blocks might be able to overcome the deadlock in the negotiations
and lead both sides out of the trenches. True, a host of other big problems loom large —
of which the integration of the US and Russia are only two. But the history of the
climate negotiations has shown that progress was always dependent on the combined
force of the European Union (and some allied countries) and the large number of
developing countries. The latter feel an increasing gap between the demands of
industrialized countries towards participation and what they actually perceive them of
doing. There are certain steps that the emerging economies can reasonably be expected
to take, not only because of climate change but also for reasons of energy security and
local benefits. However, the traditional industrialized countries do not have the right to
only demand it. They should to their best, invite others to do their share and support
these efforts. This will provide the basis for successful negotiations in 2008 and
afterwards. Not more, but also not less.



L. Introduction

Climate policy is at a crossroads. This statement appears all too familiar — when was
climate policy not in some decisive phase? - but it was never more true than today. The
reasons are twofold: First, the science is unequivocal and tells us that action must begin
immediately and be fundamental if irreversible damage is to be avoided. The next 10-
15 years must bring about a global turn-around in emissions in order to stay with some
certainty below a global rise in temperatures of 2°Celsius. Global emissions must
decline after 2015. And, second, the enormous increase in energy needs in some large
emerging economies has led to a rush towards coal on a massive scale. Since also in the
industrialised North large parts of the energy infrastructure have to be replaced, energy
investments in the order of 15-20 trillion dollars will be required in the next 20-25
years. If these investments go into the wrong direction, most of the global economy
would be locked into a fossil fuel path for the next 40-50 years. On the other hand, if
these investments are used wisely, this situation also presents a unique opportunity to
move into the right direction — towards a sustainable energy path that preserves the
Earth for future generations while providing an affordable energy supply for the
present.

It is thus paramount to embark on a global turn-around towards renewable energies
and massive improvements in energy efficiency, i.e. the way we produce and use
energy. However, progress appears to be painfully slow and in some cases the focus
already shifts from denial of the problem straight to the call for adaptation measures.
Needless to say, this would not be a solution because ecosystem changes would occur
on such a scale as to make adaptation extremely costly and in many cases impossible.
But this quick shift does reflect a fundamental doubt about the ability of man to
change. Climate change thus represents the biggest challenge that humanity has faced
to far, requiring enormous progress in our imagination, our ability to plan and our
capacity to implement far-reaching decisions against traditional short-term interests
that benefit from the status quo.

Change must happen at every level of society, from the individual and the local via
companies and nation states towards the global level. This paper addresses mainly the
level of international negotiations, but the author is quite aware that progress at the
global level requires millions of piecemeal changes at other levels. Most importantly at
the moment, it requires that business faces up to the challenge, puts short-term
considerations aside and starts thinking in medium and long-term categories. This is
not to say that business leaders are ignorant to the challenge or organise wilful
obstruction. But business leaders — if they are aware of the problem — in many cases
feel like being trapped in a straightjacket brought about by short-term profitability
demanded by shareholders and financial markets. They are also intimidated by volatile
consumer demands and thus prefer a risk-averse product strategy. Furthermore,
national and international politics do not yet provide the long-term framework for
emission reductions needed by business for longer-term strategic planning.

This is not the time for small steps and hedging — the world needs decisive action by
leaders in business and government. The greatest gap is not between the governments
of Europe and the US, although the recent summit of the G8 at Heiligendamm could
have given this impression. The biggest rift is between the traditional industrial
societies of the North and the fast-growing emerging economies of the South like
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China, India and Brazil. The latter rightfully feel that they have come too late and that
the available “ecological space” has already been used up by the Northern economies.
This does not only concern the absorption capacity of the atmosphere for greenhouse
gases, this analysis is true for almost all resources of the planet, the living and the non-
renewable resources.

In a certain sense, climate change fulfils a function like a “canary in the coalmine”:
Since it is the weakest part of the Earth’s systems, it reacts first to the over-
consumption of our global industrial metabolism. Successfully tackling climate change
provides the chance to alter the industrial basis of our societies and to avoid the
multiple problems associated with the depletion of resources like fossil fuels, minerals,
water, forests and the living resources of the oceans. This strategy does, however,
demand that the change is not just a replacement of one fuel with another, like to
replace oil with coal. This would not only bring us closer to catastrophe (even if
storage technologies like CCS would work to a certain extent), but it would close the
door towards a real transition of our economies towards a system not built on the
exploitation of this planet.

Climate change or “global warming”, as it is sometimes called, thus has the capacity to
bring about the worst and the best of humanity. Far from being a detached scholarly
issue it will affect the lives of everyone on this planet. If the global turn-around is
successful, mankind has proven that it is intelligent and prudent not only at the
individual but also at the global level. And it will show the way on “How on Earth can
we live together”, the motto of the Tallberg Forum.

This paper will proceed along the following lines: Chapter II will explore the
background of the problem, starting with the scientific findings of the
Intergovernmental Panel on Climate Change in its recently published fourth report. It
will furthermore highlight the analysis done by Sir Nicholas Stern in his report on the
economic implications of acting now or paying later. Finally, the background chapter
will document the diplomatic efforts to tackle climate change in the context of the
United Nations and other arenas.

Chapter III will present three narrative scenarios of possible developments in the years
to come. The first and the third scenario are depicting two extremes, namely a dark
vision of business-as-usual and the light vision of an eco-fair development. The second
scenario portrays a development that makes an attempt to solve the problem, but does
not dare to change the basic structures and thus is bound to fail. The challenge for
humanity will be to steer as much as possible towards the third scenario — and there is
a good chance to do so in the next years.

Chapter IV embarks on an overview of proposals for a climate regime after 2012 and
attempts to shed some light on the multitude of issues that have to be dealt with.
Chapter V, finally, proposes some building blocks for a successful negotiation strategy.
It is based on the recognition that traditional industrialised countries have the
responsibility to make constructive proposals for the emerging economies and other
developing countries. It is guided by the conviction that the North cannot expect more
rational, ethical and forward-looking behaviour from the Southern elites than it is
prepared to show itself.



II. Background

The climate problem has a complex over-all structure. Its intrinsic complexity stretches
the capacity of human imagination, ability to plan, determination and courage to the
limits. In a nutshell: The climate system itself with all its causes and effects is not yet
understood completely and the consequences of climate change may be much more
drastic than we tend to assume. One obvious problem is that the results of human
action now become visible only several decades or centuries into the future.
Furthermore, the impacts of human activities are felt harder by innocent people in
other parts of the planet and not by the originators themselves. The causes of climate
change (namely the use of fossil fuels and the changes in land-use) are spread by the
billions across the globe. What makes things worse, fossil fuels are the energetic basis
for our machine-based civilization, the roots of our wealth and that of the biggest
corporations around the globe. So far, neither our economic nor our political systems
do face up to the challenges of systemic environmental change on a global scale. And
finally, at least to date the human horizon of planning and interests does not satisfy
long-term, structural challenges.

1. Climate change — facts and costs

The message was not new, but since it came from a widely respected mainstream
economist it caused a big stir: “The scientific evidence is now overwhelming: climate
change presents very serious global risks, and it demands an urgent global response”,
writes Sir Nicholas Stern, former Chief Economist of the World Bank and now Head of
the Economic Service of Great Britain’s government, in his widely noticed Stern
Review, published in October 2006." The challenges represented by climate change as
described by Stern seem shocking. They are, however, nothing new.

Scientific progress and the IPCC

Since the 1960s, every year has seen the emergence of better and more reliable data on
climate change. Every set of data, whether atmospheric measurements, ice-core
analysis, satellite pictures or climate statistics, point in the same direction: Our planet is
experiencing a massive warming. And it is our own doing that is causing this change.
There are natural variations, but man’s emissions have "taken over" and do cause
significant warming.

In order to evaluate the causes and effects of climate change and to collect measures
against it, the Intergovernmental Panel on Climate Change (IPCC) was created in 1988
by WMO and UNEP. The panel does not carry out any research of its own, but collects
scientific peer reviewed and published scientific and technical literature on the topic.
Out of this vast expanse of data, every report is created over a period of several years
by a few hundred scientists, and reviewed by a few thousand. In 1990, the IPCC
published its first assessment review, followed by two others in 1995 and 2001. During
this year 2007, the fourth Assessment Report (AR4) is being published in several parts.
With every review, the data has become more precise and irrefutable.

' Stern, Nicholas: The Economics of Climate Change; Cambridge Univ. Press (2007) www.hm-
treasury.gov.uk/independent_reviews/stern_review_economics_climate_change/sternreview_index.cfm.



Although the final editing of the reports was influenced by politics (and the results thus
weaker than they would be if written only by scientists), the conclusions of the IPCC
cannot be taken lightly. Its unsettling message: The unfettered emission of greenhouse
gases will have dramatic consequences. Its reassuring message: Measures against
climate change are cheaper than thought, and cheaper than non-action.

If nothing is done, a worst-case scenario like the following could become reality (based
on the report of Working Group II of the IPCC):*

Projected climate changes according to the IPCC

2020 (+1°C): 30-40% of all known species are threatened
by extinction. Most coral reefs are bleached. Heat waves, floods
and draughts cause a raised mortality rate among humans.

2050 (+2°C): Biological systems undergo a massive
change, with mainly negative outcomes concerning biodiversity
and the supply of water and food worldwide. Many millions of
people all over the world live in severely flood-threatened coastal
regions.

2050-2080 (+3°C): Health systems around the globe face
increased pressure. The world’s food production decreases
heavily. About 30% of global wetland area has dried out.
Extreme weather events increasingly frequent and intense.

2080 (+4°C): More than 40% of all plant and animal
species are extinct. The world’s gross national income goes down
by 5%. Because of at least partial melting of Greenland’s and
Antarctic ice sheets, maritime water levels will increase by
another four to six metres in the decades to come.

Box 1: Projected Changes according to the IPCC AR4, WGII

This is a dark vision of the future. Some impacts of climate change can be observed
already today, though. Both physical (e.g. glaciers, ice sheets, lakes etc.) and biological
systems (e.g. habitats of different species) are changing because of alterations in
regional climate, especially the rise in temperature. Economic and human systems are
affected, too. In Europe and Asia, mortality from heat waves has risen (2003’s heat
wave in Europe has caused approximately 30.000 deaths). Farming cycles in the
Northern hemisphere have already changed.

Every rise in temperature leads to a worldwide reduction of water and food supply,
leads to an increased burden on ecosystems (including the extinction of species on a
massive scale because their habitats will vanish and they cannot move anywhere else)
and threatens millions of people in coastal regions and river mouths. The number of
tropical diseases, allergies and climate-related diseases and fatalities will grow
alarmingly.’ One of the most critical areas is the Arctic, where temperature rises today

* The reports of the IPCC can be found at ww.ipcc.org.
* Intergovernmental Panel on Climate Change: Climate Change 2007 - Impacts, Adaptation and Vulnerability.
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are already twice the average and where projections show much larger temperature
increases of up to six or eight degrees Celsius until the end of this century (see Fig.1).

As the time-line in Box 1 indicates, the dangers of climate change rise dramatically in
the future. Even if the rise of global mean temperature could be stabilised at a relatively
low level compared to pre-industrial times, still the health risk will increase
considerably, flash floods and storms will occur more often, and the corals will die.
With every increase of temperature the effects on humanity and nature will be more
severe. If the temperature should rise above +3.5°C, all systems, biological, physical
and societal, would surpass the limits of adaptation.

IPCC Projected Arctic Surface Air Temperature
(60°N - pole) : annual : 1900-2100
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Fig.1: IPCC Projected Arctic Surface Air Temperature. Source: IPCC AR4, 2007

It is highly unsure how such a future might look like, especially in highly affected
regions such as the Arctic or Sub-Sahara and in Asian river deltas that are especially
prone to heavy flooding. Difficult to imagine but, as NASA-Scientist James Hansen
warns, it would be “a different world”. It is especially troubling that temperatures will
continue to rise even if all emissions were stopped tomorrow. As a consequence of the
inertia of the climate system, the average temperature increase - which so far has been
0.7° C, compared to pre-industrial times - is likely to increase another 0.7 degrees over
the next decades. This fact makes quick emission reductions even more urgent.

Choosing a path of non-fossil energy and thus reducing greenhouse gas (GHG)
emissions as fast as possible can attenuate many of the mentioned effects. As explained

Working Group II contribution to the Fourth Assessment Report of the IPCC; will be published November 2007 at
Cambridge University Press.
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above, some changes of the climate cannot be stopped, though. Therefore, substantial
measures of adaptation have to be undertaken. Possibilities of adaptation are manifold
and technological measures (e.g. dams, infrastructure), change of human behaviour
(e.g. change of diet, transport habits etc.) and prevention (political and economic
measures, targets and standards) will have to go hand in hand to halt climate change.

The scientists of the IPCC thus call for fast and extensive adaptation and climate
change measures. Acting late would lead to irreversible damage and cause considerable
costs.

The Stern report on the economics of climate change

The analysis by Sir Nicholas Stern points in the same direction. According to the “Stern
Review on the Economics of Climate Change”, extensive measures of adaptation are of
the highest priority — and the costs of preventing climate change are significantly lower
than the projected damage. This report, published in October 2006, analyses the
economic challenges and possibilities of climate change. Surprisingly enough, the
liberal mainstream economist Stern comes to the conclusion that climate change “is the
greatest and widest-ranging market failure ever seen.”

On almost 600 pages, Stern and his team have examined the expected climate change
for different scenarios and their effect on the economic and also social welfare of
communities and individuals. The report analyses possible measures against climate
change. Using diverse economic methods and modelling techniques, the projected costs
of action and inaction are scrutinized. And finally, the report recommends policy
options for the reduction of greenhouse gases and the adaptation to the unavoidable
climate change together with ways of international cooperation.

In the same way as the scientists of the IPCC, Stern emphasises the economic benefits
of early and thorough action vis-a-vis the expected cost of postponing action.
According to his calculation, the cost of prompt action would be about one percent of
global consumption per capita— in his view a high but bearable load. Approximately,
this amounts to the money spent on advertisement globally in a given year, or the cost
of a global influenza pandemic as estimated by the World Bank.* It should be pointed
out, however, that Stern’s cost estimates are based on the assumption that the GHG
concentration in the atmosphere will not exceed 550 ppm CO,_.” This level, according
to most scientists is far too high to be able to limit the average temperature increase to
max +2°C - a target set by the EU in order to avoid "dangerous climate change". Had
Stern focussed on a lower concentration more in line with the 2°C target, like 400 or
450 ppm CO,_, the cost estimates for averting dangerous climate change would have
been higher.

2eq?

* Gaby Hinsliff, Landmark report reveals apocalyptic cost of global warming, The Observer, 29. October 2006.

* The concentrations of greenhouse gases (GHG) in the atmosphere are measured in warming equivalents of carbon
dioxide, CO,,, in short.
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Fig.2: Projected Impacts of climate change. Source: Stern Review, 2006

If no steps are taken (the so called case of “business as usual”) there is a possibility,
according to Stern, that the impacts of climate change might cost up to 20 percent of
consumption per head and per year, but at least “least five percent, now and forever.”
The enormous spectrum of this estimation follows from the more or less conservative
method of computation: The lower five percent are the results of the model used
(PAGE2002) and thus represent the minimum. The costs would rise to 11 percent of
per-capita consumption if factors not represented in the model were taken into
account, like e.g. the impact of changes on the environment and on human health.
These impacts are still difficult to ascertain, but their impact may be considerable.’

It is thus apparent that the real economic impacts of rising global temperatures cannot
be ascertained with accuracy and that even the upper limit in the Stern report may be
too low. In any case, the dimensions are difficult to grasp — the review tries to illustrate
this by pointing out that the effect of climate change will have the approximate
dimension of the two world wars or the economic depression of the first half of the last
century.

® The impact could reach 20 percent of global GDP according to the Stern Review if other factors are taken into
account, for example, the risk that the climate system will be more susceptible than expected or the fact that
damages will occur mainly in the poor countries of the South.
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It is important to note, however, that Nicholas Stern perceives climate change not only
as a threat, but also as a chance for the global economy. The development of emissions
trading systems, technological advancements and the mechanisms laid out in the Kyoto
Protocol can clear the path to new markets and possibilities of trade. Climate change
according to Stern therefore does not only constitute an obstacle to growth, but bears
significant possibilities for development — not least for developing countries and
countries in transition. Stern - the economist of the liberal mainstream - thus comes to
the same conclusions that environmental economists have already been drawing for
some time. Quote from the review: “Tackling climate change is the pro-growth strategy
for the longer term, and it can be done in a way that does not cap the aspirations for
growth of rich or poor countries” (italics by the author).

Climate change is a global problem, which demands an answer by all the countries of
the world. Because of this, Stern calls for a binding international framework for
combining emissions trading, technical cooperation, the reduction of deforestation,
increased reforestation, and measures of adaptation. It is his opinion that climate
change can no longer be denied, but that the worst effects can be averted by quick and
effective international cooperation.

2. Climate change — the diplomatic efforts

Climate diplomacy is still less than twenty years old — it was as late as 1990 when
negotiators met for the first time to create the legal basis for the cooperation in fighting
climate change. Negotiations culminated in the adoption of the United Nations
Framework Convention on Climate Change in New York, May 1992. This Convention
was then signed at the Earth Summit in Rio de Janeiro by the attending heads of state
and government in June 1992.

This convention did not break much ground. Since the delegations could not agree on
concrete and binding measures to mitigate climate change, the less binding form of a
framework convention was chosen. The commitments were limited to research
cooperation and a view to more collaboration in the future. This approach followed a
trend of the late Eighties and Nineties to solve the regulation of international
environmental problems in a step-by-step process, beginning with noncommittal
“action plans”, then adopting a framework convention and finally agreeing on a
protocol with binding targets. This had been successful in the fight against air pollution
in Europe (see Geneva Convention on Long-range, Transboundary Air