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Summary

International climate policy post-Copenhagen is in crisis. There is currently no prospect
of the comprehensive and binding UN climate treaty — the outcome hoped for at the
2009 UN Climate Change Conference - being achieved within the foreseeable future.
However, in order to keep the global mean temperature rise below 2°C by the end of
the century, a resolute course must be set in the international climate process within
the next few years. The German Advisory Council on Global Change (WBGU) recom-
mends that in order to revitalise the multilateral climate process, policy-makers and
civil society in Europe take on a self-confident leading role in global alliances with se-
lected ‘climate pioneer’ countries and that more intensive support be provided for civil
society initiatives. The aim of establishing a binding international regime to limit CO,
emissions - based, for example, on the WBGU’s own budget approach (WBGU, 2009)
and similar approaches now also being discussed in China and India — must remain in
place. The following recommendations are directed primarily at the German Govern-
ment in light of its role in the international arena, particularly within the European Un-
ion (EU), at intergovernmental level via its bilateral and multilateral cooperation, and in

the United Nations context.

Revitalising multilateral climate policy

e The WBGU considers it necessary to replace the
consensus principle — which impedes the decision-
making process — with a majority-based system of
decision-making in the context of the United Na-
tions Framework Convention on Climate Change
(UNFCCQ).

e It is essential to safeguard the key successes
achieved in the UNFCCC process. This applies,
not least, to agreements on adaptation to the
climate change already taking place in particularly
at-risk developing countries. However, Germany’s
commitments largely consist of funds already
earmarked for climate protection and development
cooperation, which undermines the credibility of
pledges of support and weakens the developing
countries’ trust in the climate process.

e The EU should offer to endorse a second Kyoto

commitment period even though this strand of
negotiations under the UNFCCC has not yet pro-
duced a legally binding treaty, and notwithstanding
the possible departure from the Kyoto process of
some countries which are currently bound by re-
duction commitments. It should propose to cut its
own greenhouse gas (GHG) emissions by at least
30% by 2020 from the 1990 baseline.

The WBGU proposes a worldwide debate at the
highest political level and within European civil so-
ciety on how ambitious actions on climate can be
implemented with a view to achieving compliance
with the 2°C guard rail affirmed in the Copenhagen
Accord.
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Strengthening Europe’s credibility through Sub-global alliances of climate pioneers

good practice
o At present, the US and China are blocking each

e The EU should develop its 20-20-20 Agenda into other - and therefore the global climate policy

a 30-20-20 Agenda by committing to reduce
greenhouse gas emissions by 30% by 2020. The
aim of 100% energy provision from renewable
sources for Europe by the year 2050, combined
with a pro-active energy efficiency strategy, could
give international climate policy fresh momentum,
and put Europe’s competitiveness on a sustainable
footing at the same time.

To speed up strategic innovation processes and

to cut the costs of Europe’s energy system, the
WBGU recommends a Europe-wide system of feed-
in payments for renewable energies. This would
target financial support on locations with the best
availability of each renewable resource.

To develop future energy supply structures, the
WBGU proposes the launch of a European initia-
tive that builds on the objectives of the Lisbon
Strategy. The implementation of a high-tech
strategy - specifically, a renewables-based energy
supply system for Europe combined with a new
‘SuperSmart’ grid — could demonstrate that eco-
nomic efficiency and climate protection are by no
means mutually exclusive.

Initiatives launched by cities and municipalities in
climate alliances, along with engagement by the
business community and civil society organisations
involved in climate-friendly transformation, should
receive more attention and support from policy-
makers at national and supranational level, in the
WBGU’s view.

process as well. Europe can help to break this
deadlock by exploring the option of sub-global cli-
mate alliances without the ‘G2’. To that end, a pilot
coalition should be set up, involving an ambitious
group of key countries such as India, Brazil, Egypt,
Indonesia, South Korea, Japan and the Maldives,
representing various thematic areas such as for-
est conservation, infrastructural development,
expansion of EU emissions trading, expansion of
renewables, improving energy efficiency, and ad-
aptation. This alliance, in the WBGU'’s view, should
form privileged partnerships and thus become a
self-confident driver of a new type of climate mul-
tilateralism, in a role similar to that once played by
the six core countries of the European Economic
Community. The pilot coalition would also signal
that it believes in and supports a rapid transition
to a climate-friendly world economy, thereby
encouraging competition in the field of ‘green in-
novation’.

At the same time, the EU should encourage joint
action on the individual thematic areas via educa-
tion, research and technological cooperation

with selected countries. As examples, the WBGU
proposes three specific thematic alliances: (1) an
alliance with key forest countries, (2) an alliance in
the field of climate-friendly infrastructure, and (3)
an alliance focussing on the expansion of the EU
emissions trading scheme into new geographical
areas.
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The present scenario

In the Copenhagen Accord adopted at the UN Climate
Change Conference in December 2009, the overwhelm-
ing majority of countries reaffirmed that climate change
is one of the greatest challenges of our time and that the
increase in mean global temperature should be below
2 degrees Celsius (UNFCCC, 2010). However, the Con-
ference failed to produce a binding global treaty or the
mechanisms required to achieve this goal. More than
120 countries which produce more than four-fifths of
global greenhouse gas emissions have opted to engage
with the Copenhagen Accord, with the majority having
submitted notification of their voluntary action plans
for reducing greenhouse gas emissions via the ‘Pledge-
and-Review’ process; this means that mitigation targets
set at national level are subject to international scrutiny.
What is lacking at present, however, is a binding time-
table and a glohal coordination mechanism, as well as a
viable monitoring system and scope to impose sanctions
in order to enforce countries” compliance with their dec-
larations of intent. Furthermore, even if honoured in
full, the intended actions notified to date fall short of
what is required to limit the increase of the global mean
temperature to 2°C; rather, judging from the current
pledges, a global mean temperature increase of 3°C or
more by the end of the century can be expected (Rogelj
et al., 2010). In the scientists” view, however, a tempera-
ture rise of more than 2°C would result in dangerous
disruption to the climate system, posing numerous and
significant risks to human society (WBGU, 2004, 2009).

Recent debates in the media about supposed ‘alarm-
ism” and the ‘manipulation” of climate research do not
alter the scientific facts about climate change or the
justification for the 2°C guard rail. Although the IPCC’s
Fourth Assessment Report (2007) contains an incorrect
statistic relating to the melting of the Himalayan gla-
ciers in a chapter about the regional impacts of climate
change, much of the widespread and uncritical report-
ing in some of the media about other errors lacks any
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objective basis. In key points, most of the conclusions
drawn in the IPCC report are by no means exaggerated:
on the contrary, in light of recent monitoring data and
research findings, they are actually somewhat optimis-
tic. For example, sea-level rise and Arctic sea-ice decline
have already exceeded the IPCC’s predictions (Copenha-
gen Diagnosis, 2009).

The shift in policy course now occasionally being
advocated, away from the current dual ‘mitigation and
adaptation” strategy towards a straightforward policy
of remediation, would be irresponsible. Dykes cannot
simply be built higher at will, and other coastal protec-
tion measures — such as dewatering pumps, mangrove
reforestation, restoration of flood zones, relocation of
residential areas or the creation of floating settlements
— can only be implemented to a very limited extent at
global level. Irrigation measures, too, can only safeguard
agricultural production if there is still enough water
available in the affected region.

The climate policy agenda

So what are the key items on the post-Copenhagen
global climate agenda? Firstly, a significant number of
political decision-makers around the world have yet to
be convinced that decarbonisation and climate-friendly
development can be achieved without a substantial
decline of prosperity (demonstration effect). Secondly,
there is a lack of consensus on a global distribution
mechanism for mitigation and adaptation measures,
financing, and technology transfer (here, a practical for-
mula for burden-sharing is needed). Humankind faces
a fundamental issue of justice here, which it currently
appears to find overwhelming (WBGU, 2010). Thirdly,
the emerging multipolarity in world politics, not only in
global climate policy, means that a number of key actors
are able to block substantial progress in the interna-
tional climate process. Without the United States and
other key nations such as China, India, Brazil, Japan and

German Advisory Council on Global Change
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Russia, and also the EU, climate policy breakthroughs
are almost impossible to achieve (blockade on interna-
tional action). At the same time, fourthly, there is still no
sign of a coalition to take the lead on climate policy, with
sufficient political influence to establish a climate archi-
tecture which adequately addresses the problem and
cannot be obstructed by the rest of the world (coalition
of forces for climate-friendly development). And finally,
fifthly, there is a lack of recognition of, and response to,
civil society’s tangible willingness to act as a resource for
pro-active climate and energy policy engagement, even
though a viable approach to climate protection which
also offers the prospect of sustainable development
is appealing and capable of securing majority support
(opportunities afforded by climate protection).

In order to keep the global mean temperature rise
below 2°C, a resolute course must be set in the inter-
national climate process within the next few years. The
WBGU advocates, in particular, the launch of focussed
initiatives in global, European and national diplomacy,
with Germany participating as a key actor, so that the
EU can credibly fulfil its claim to play a pioneering
role and ‘lead by example’. To that end, the EU should
develop a well-structured multi-level policy which com-
bines ‘bottom-up” approaches from civil society with
strategic climate alliances involving pioneer countries
and UNFCCC activities, with a view to the next Confer-
ence of the Parties in Cancan.

1. Decentralised, municipal and local-level initiatives
involving businesses, public authorities and civil
society have accepted the responsihilities arising
from the need for compliance with the 2°C guard
rail and are translating them into action via numer-
ous formal and informal initiatives. The resulting cli-
mate coalitions and functioning municipal, scientific,
educational, technological and business partnerships
must be supported, networked and expanded.

2. Furthermore, the EU and its member states must
forge credible and effective climate alliances with
strategic partner countries. These diplomatic sustain-
ability initiatives must also be geared towards inter-
ministerial cooperation, both nationally and interna-
tionally, reflecting the fact that the climate crisis is
an interdisciplinary challenge for society as a whole.
In research (Ostrom, 2010; Keohane and Victor,
2010) and in policy advice (E3G, 2010), polycentric
approaches to climate policy are increasingly being
mooted at present, for both conceptual and prag-
matic reasons. After the failure to achieve a binding
international treaty (top-down approach), hopes are
increasingly resting on a revitalisation of climate pol-
icy via bilateral and regional cooperation.

German Advisory Council on Global Change

3. While transnational alliances are bhecoming more
important, climate policy should not rely on these
alone. The EU should therefore continue to press
for a comprehensive, legally binding climate treaty
within the UNFCCC framework. The progress made
to date in both strands of the UN negotiations should
be established on a secure footing and expanded
with a view to building on them at the Conference
of the Parties in Canctn. It is essential to prevent the
negotiations from stalling and ensure that UN climate
policy does not suffer the same fate as the WTO Doha
Round.

Following the disappointing outcome of the Copenhagen
conference, it has become apparent that climate policy
efforts must take place within a broader, interministerial
context. Climate policy is not just about mitigation and
reduction of greenhouse gas emissions, nor is it simply
about expanding and promoting the use of renewable
energies, energy efficiency and energy saving. Climate
policy must also involve a broad industrial and social
policy initiative which makes Europe, as a location
for business and industry, more resilient to crises and
offers the people of Europe an identifiable goal which
also helps to forge a common identity. A new climate
strategy should demonstrate convincingly to the people
on our continent that it is not about renouncing pros-
perity and comfort, but about positively transforming
our accustomed lifestyles into a sustainable society, in
which our quality of life and opportunities for participa-
tion will increase. This type of climate policy strategy
directly combines the quest for innovative technologies
and new markets with the ethical obligation that arises,
above all, from the existential threat to the world’s
island and coastal states particularly affected by danger-
ous climate change.
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Strengthening Europe’s credibility
through good practice

In the negotiations on a follow-up treaty to the Kyoto
Protocol, the EU was the most fervent champion of the
2°C guard rail, which was acknowledged by more than
100 states. The Alliance of Small Island States (AOSIS) is
calling for the even more stringent limit of 1.5°C. How-
ever, neither the EU, nor individual member states, can
claim the role of a pioneer or model pupil - its actual
commitments are too tentative and the overall picture
of European climate protection is too inconsistent. Only
when the EU countries comply with more ambitious
commitments will they be able to take the lead role in
international climate policy advocated by the European
Commission in March 2010 (European Commission,
2010a): “We are now ready to transform Europe into the
most climate friendly region of the world moving towards
a low carbon, resource efficient and climate resilient
economy.”

The EU is likely to fulfil its Kyoto commitments,
thereby boosting the credibility of its stated desire to
protect the climate while at the same time demonstrat-
ing at international level — more than any other actor -
the feasibility of achieving ambitious climate protection
goals. All the more reason, then, for the EU to demand
an ambitious climate treaty. The EU is the world’s largest
domestic market and has major technological skills and
capacities in the field of climate and environmental pro-
tection. It has realised cost reductions in the green tech-
nologies sector, which in turn has enabled them to be
deployed on a wide scale, also in developing countries.
And the EU is also the largest donor in the fields of both
technical and financial cooperation in developing coun-
tries, a role which should also be utilised to set a course
towards a climate-friendly economy in the poorer part-
ner countries.

For these reasons, the EU should drive forward
the process of protecting the climate and fulfilling the
20-20-20 Agenda with real determination. This agenda
aims to cut greenhouse gas emissions by 20%, increase
the total renewables share to 20%, and achieve 20%
more energy efficiency, all by 2020. The EU should

develop this 20-20-20 Agenda into a 30-20-20 Agenda,
i.e. it should aim to cut greenhouse gas emissions by
30% by 2020. Starting from the current emissions
level, this figure can be translated into a phased target
for linear reductions, such as a 1.5% annual reduction
compared with the 1990 baseline, with a view to reduc-
ing emissions by 80% by 2050 compared with 1990. A
reduction of just 20%, on the other hand, would diverge
substantially from the pathway towards an 80% reduc-
tion and would require far more radical cuts in emissions
post-2020.

The aim of 100% energy provision from renewable
sources for Europe by the year 2050, combined with a
pro-active energy efficiency strategy, can generate new
momentum in the international climate process. Various
studies conclude that renewables shares of 85-100% in
the electricity sector (Krewitt et al., 2008; PriceWater-
HouseCoopers, 2010) and 60% of primary energy (Kre-
witt et al., 2008) by 2050 are feasible. The 20% target
for renewables should be developed further with a view
to achieving 100% provision by mid-century. To that
end, clear long-term signals and the stability that com-
panies and the research sector require for their planning
processes are essential. The EU provides an environ-
ment of unparalleled legal stability in this respect. The
announcement of a 100% renewables target for Europe
could inject fresh dynamism into the international cli-
mate policy process.

As part of a high-tech strategy to develop future
energy supply structures, the WBGU proposes the
launch of an European initiative that builds on the objec-
tives of the Lisbon Strategy and combines them with the
new concept of 100% energy provision from renewable
sources for Europe. This will generate new and sustain-
able economic momentum and establish a credible basis
for cooperation with developing countries and emerging
economies. The involvement of the newly established
FEuropean Institute of Innovation and Technology (EIT) in
shaping this process can create the knowledge and edu-
cation infrastructure required in this context.
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A supply infrastructure based on renewables will not
only boost security of supply; it also offers the prospect
of new jobs for skilled workers and compliance with the
2°C guard rail. It also has the potential to become more
cost-effective than conventional energy systems. A key
element of WBGU'’s proposal is therefore to dramatically
increase efficiency measures, e.g. by means of electric-
ity generation from wind, solar and hydropower with
no waste heat losses, a massive expansion of combined
heat and power generation (CHP) combined with sus-
tainable use of bioenergy (WBGU, 2010), and, not least,
the systematic introduction of electromobility.

A strategy which, with the aid of appropriate infor-
mation and communication technologies, facilitates the
integration of a substantial renewables share and its
broad-scale transmission via a trans-European Super-
Smart Grid, firmly establishes electromobility in the
transport sector and links these with highly efficient
end-use technologies can point the way for Europe to
enter a new energy supply era. In this way, Europe can
also demonstrate to the international community that
economic efficiency and climate protection are compat-
ible with each other. In the EU, many of the elements
necessary for such a move towards climate-friendly
development are already in place. They simply need to
be ‘joined up” and firm timetables established. Further-
more, the various climate-damaging incentive systems
and subsidies must be abolished as a matter of urgency;,
and support must be provided for decentralised energy

German Advisory Council on Global Change

production at the local and regional level. In Europe,
there are outstanding examples of climate-friendly cit-
ies involving committed local businesses which are keen
to safeguard and expand their competitiveness through
climate-friendly investment. Examples include cities
such as Malmé and Freiburg i.Br. The ‘InnovationCity
Ruhr’, the brainchild of the Initiativkreis Ruhr, consist-
ing of representatives of the Rhine and Ruhr Region’s
leading concerns in trade and industry and public insti-
tutions, is a metropolitan region which also deserves to
be mentioned. These can be connected within a Euro-
pean network of cities, providing scope for further link-
ages at international level.

Reflecting its own multidimensionality, the climate
issue touches a very wide range of responsibilities and
agendas. For that reason, strategic cooperation among
government departments at national and EU level is
needed now more than ever before. Key ministerial
portfolios of relevance in this context include foreign
affairs and development cooperation, but also aspects of
land use, consumer protection, economic and fiscal pol-
icy, housing and construction, regional planning, health,
transport policy and, not least, research and education.
In short, climate and sustainability issues must break
free of their niche existence.
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Sub-global alliances of

climate pioneers

At present, the US and China are blocking each other —
and therefore the global climate policy process as well.
Europe can help to break this deadlock by exploring the
option of sub-global climate alliances beyond the ‘G2’".
As the starting point for a network of ‘climate pioneers’,
a core alliance consisting of an ambitious group of key
countries such as India, Brazil, Egypt, Indonesia, South
Korea, Japan and the Maldives should be set up, rep-
resenting various thematic areas such as forest conser-
vation, infrastructural development, expansion of EU
emissions trading, expansion of renewables, improv-
ing energy efficiency, and adaptation. This alliance, in
the WBGU'’s view, should form privileged partnerships
and thus become a self-confident driver of a new type
of climate policy multilateralism and a broad network
of countries committed to climate protection, in a role
similar to that once played by the six core countries of
the European Economic Community. The core coalition
would also signal that it believes in and supports a rapid
transition to a climate-friendly world economy, thereby
encouraging competition in the field of ‘green” innova-
tion.

Despite their very different interests, the US and
China, the main producers of greenhouse gas emissions,
both contributed to the disappointing outcome of the
climate negotiations in Copenhagen. An ambitious glo-
bal climate policy must include both these actors. In
a setting characterised by the multipolarity outlined
above, the EU must develop a new geopolitical climate
strategy and needs to determine the key actors with
which it seeks to forge alliances of climate pioneers.

China, at present, does not appear to be amenable
to participation in binding international agreements,
but has done much to protect the climate at national
level. What's more, by demonstrating ‘green develop-
ment leadership’, it is seeking to exercise ‘soft power” in
a bid to show the Chinese regime in a better light, given
its patchy record on democracy and human rights. For
example, China already has the world’s largest manu-
facturing capacity for solar collectors and solar cells and

will presumably soon achieve the same status for wind
turbines. Ambitious expansion goals are driving the
rapid growth of the renewables share in China. In the
United States, ambitious climate protection programmes
in a number of US states and many cities offer inter-
esting opportunities for joint initiatives. Gas exporter
Russia, too, could be a highly attractive partner in view
of its substantial accumulated need for building mod-
ernisation and upgrading of its transport infrastructure.
Within the EU, this also applies to various East Central
European countries, two of which (Hungary and Poland)
will hold the Council Presidency in 2011. Major emerg-
ing economies, particularly Brazil and India, could also
be secured as partners for joint energy supply strategies.
Alongside its specific locational advantages, Brazil has
already built up considerable technical experience in the
field of bioenergy use, which is becoming increasingly
relevant to both the energy and the transport sector.

The world cannot wait until the US and China -
jointly or individually — are ready to take on more ambi-
tious climate commitments. Europe can help to break
this stalemate by seeking to forge sub-global climate alli-
ances with selected partners pursuing ambitious climate
goals, not least with a view to facilitating a legally bind-
ing treaty within the UNFCCC framework. To that end,
Europe should move beyond verbal commitments and
fragmented models of climate and energy policy coop-
eration and seek to generate real and effective force. It
should become an attractive focal point for highly ambi-
tious climate alliances, with incentive schemes to build
an international network of climate pioneers.

There is already scope to set up international cli-
mate alliances and expand existing forms of cooperation
for the period following the expiry of the Kyoto Pro-
tocol first commitment period in 2012. There is scope,
too, for clever linkage between climate protection and
other areas of international cooperation, thus leverag-
ing greater commitment from the international com-
munity to climate action. Joint initiatives in the field
of education, research and technology are just some of

German Advisory Council on Global Change
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the potential starting points here. Countries that wish
to develop ambitious climate protection strategies can
benefit from cooperation with European research insti-
tutes or technology partnerships.

In development cooperation, too, there is scope for
ambitious programmes focussing on climate-friendly
development. The EU should offer opportunities for the
development of decarbonisation partnerships extend-
ing far beyond the EU’s current climate cooperation
initiatives. These forms of cooperation are important in
view of the current deadlocks in the international cli-
mate policy process, as they could help to achieve real
progress with the decarbonisation of the world econ-
omy and demonstrate that competitiveness and social
development can be successfully combined within the
framework of climate policy strategies. Through their
interaction, the alliances should help to expedite the
turnaround that is needed in the world economy to
become climate-friendly. Once a certain size, attractive-
ness, level of productivity and collective innovation
force have been reached, this would ensure that socie-
ties that are still oriented towards ‘high carbon” growth
would come under increasing pressure to adapt.

Below, the WBGU outlines three practical examples
of thematic alliances. The EU should give technical,
financial and institutional input here, in order to make a
verifiable contribution to joint climate goals. The three
examples are: (1) cooperation with countries with a high
level of greenhouse gas emissions from deforestation;
(2) cooperation on the expansion and climate-friendly
modernisation of infrastructure (particularly energy
technology and transport systems), primarily with
developing countries and emerging economies; (3) link-
age between the European emissions trading system and
the systems of other countries and regions.

Forest policy

Strategic cooperation with relevant countries with forest
ecosystems is desirable, among other things, because a
clear reduction in emissions from deforestation is a key
prerequisite for compliance with the 2°C guard rail. At
the Climate Change Conference in Copenhagen, sub-
stantial progress was achieved in the technical negotia-
tions on the forest sector, for example on the scope of
eligible mitigation measures and the avoidance of sus-
tainability risks. It is important to build on this progress
at the next Conference of the Parties in Cancan, with a
view to achieving agreement on a global framework for
reducing emissions from deforestation and forest degra-
dation (REDD+), along with global targets and a timeta-
ble to stop deforestation. In Copenhagen, the developed
countries pledged total funding of USD 30 billion for
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the period 2010-2012 (fast start financing). Germany
and the EU should earmark an appropriate proportion
of these additional funds for the forest sector. Starting
with these already agreed outcomes, bilateral alliances
can be driven forward with selected partner countries,
such as Indonesia, Brazil, Papua New Guinea, and the
Democratic Republic of the Congo, in the forest sec-
tor and regional exchange can also be encouraged.
This type of cooperation offers scope to develop and
trial the technical and administrative framework that
is essential for swift and successful implementation of
REDD projects. In this way, important experience can
be gained and exchanged on ways of implementing the
UNFCCC’s very general provisions under widely varying
national conditions. This applies to the development of
monitoring and reporting systems to measure emissions
in the forest sector as well as to the question how other
key dimensions of sustainability and development can
be taken into account, such as conservation of natural
forests and hiodiversity, and the participation and rights
of local and indigenous communities. The knowledge
thus gained can then feed back into the UNFCCC process
and assist other countries with implementation. These
alliances would allow the wealth of experience gained
with individual projects to be integrated into a bhilateral
or multilateral strategy and driven forward on a larger
scale.

Climate-friendly infrastructure

Strategic partnerships, especially with developing coun-
tries and emerging economies, are a useful vehicle for
the expansion and modernisation of climate-friendly
infrastructures, particularly in relation to resource-effi-
cient technologies for energy and transport systems.
Countries in North Africa, such as Morocco, are
obvious strategic partners for the establishment of a
trans-Mediterranean supergrid to transmit solar- and
wind-generated electricity. Substantial cost reductions
can be achieved if regions with high levels of potential
capacity are involved in efforts to establish an energy
system based largely on renewable sources. Existing ini-
tiatives such as DESERTEC or the Mediterranean Solar
Plan must, in any case, be flanked by grid connection
schemes. The strategic linkage with the wind power/
water storage potential of the North Sea states, for
example, in a continental supergrid must be the aim. For
the EU, the expansion and integration of solar energy
from Europe’s Mediterranean countries into this super-
grid offer advantages, both in terms of increasing sup-
ply security and improving competitiveness compared
with conventional alternatives. For the North African
countries, too, this network can bring benefits, both
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economically and in terms of their own electricity sup-
ply technology.

Gas grids, together with liquefied gas processing and
transport systems, offer further opportunities for inte-
gration. In Central and Eastern Europe, there is also sub-
stantial potential for sustainable biomass production.
By generating methane from biogas or from surplus
electricity, even countries with no natural gas reserves
of their own could in principle become net exporters of
natural gas substitutes.

Both examples show that energy partnerships should
be an important part of EU foreign policy. In general,
accelerated expansion of renewable energies offers the
EU interesting opportunities for cooperation. In order
to create appropriate incentives, 40 countries worldwide
(including 18 EU member states) have already estab-
lished systems of feed-in payments in order to speed up
the attainment of cost parity with electricity generated
from conventional fuels. Whereas investment decisions
in the European framework have so far been left largely
to the free market, investments in the context of stra-
tegic partnerships could be backed by appropriate credit
guarantees (e.g. from the European Bank for Reconstruc-
tion and Development — EBRD).

Furthermore, European development cooperation
can also contribute to the development of climate-
friendly infrastructures in the poor developing coun-
tries of sub-Saharan Africa and South Asia, as well as
in medium-sized developing countries such as Vietnam
and Peru. The EU and its members provide 60% of the
world’s investment in international development coop-
eration. This development policy lever is currently not
being utilised systematically in order to make the new
climate-friendly development paradigm internationally
attractive. As well as focussing on fulfilling the Millen-
nium Development Goals (MDGs), which are mainly
geared towards poverty reduction, European devel-
opment cooperation must pursue a systematic course
towards climate-friendly growth. This reorientation
would not only help to cut greenhouse gas emissions;
above all, it would also demonstrate, with the help of
practical examples, that poverty reduction can be cou-
pled with economic growth and show how this can be
achieved. This could refute the view — widespread in
developing countries — that climate-friendly develop-
ment is a luxury strategy that only the industrialised
countries can afford. This systematic reorientation of
development cooperation would also revitalise the rela-
tionship of trust between industrialised and developing
countries which is urgently needed in the ongoing cli-
mate process.

April 2010

Emissions trading

Alliances can also be forged in the context of emis-
sions trading. A key building block of European climate
policy is the EU’s Emissions Trading System (EU ETS).
Despite some initial difficulties, primarily due to the
lack of scarcity of allowances and high price volatil-
ity, which current and future reforms are expected to
resolve, the system can serve as a model for others. The
WBGU recommends that it be taken as a starting point
for inter-country cooperation. Negotiations could take
place with individual countries or regions which have
already introduced or plan to introduce emissions trad-
ing schemes about the possibility of linkage with the
ETS. Examples of potential partners include Japan, Can-
ada (Western Climate Initiative), Australia (NSW Green-
house Gas Abatement Scheme), New Zealand and the
United States (Regional Greenhouse Gas Initiative).

This would increase market liquidity for all partici-
pating companies and open up new potential for miti-
gation. Countries which have not yet adopted national
emissions ceilings could be integrated into the system
on a sectoral or progressive basis. One option, for exam-
ple, would be for a country to introduce an absolute or
relative emissions ceiling for just one narrowly defined
sector at first and to link this to the ETS. For develop-
ing countries and emerging economies in particular, this
could create an incentive if a relatively generous emis-
sions ceiling were selected. However, this would need
to be balanced out by the ambitious ceilings set by the
EU. It is therefore important for all the participating
countries to establish an effective control and monitor-
ing system in order to avoid any watering down of the
ETS. The harmonisation of accounting standards and
detailed provisions on issues such as the eligibility of
‘offsets” (e.g. CDM or land-use emissions) should also
be established, both between countries and within the
framework of the UNFCCC rules.

It is important to bear in mind that this type of coop-
eration will further increase the complexity of the exist-
ing emissions trading system. The volume of emissions
additionally covered by the scheme and the reductions
actually achieved must therefore justify this effort. For
the future, these measures should help to progressively
create a global carbon market whose features must now
be discussed. One question which arises, for example,
is whether, in the medium term, it would be sensible to
record emissions at the first stage of trading in order to
reduce bureaucracy and increase the efficiency of the
system.

Flanking technological cooperation initiatives could
further increase the willingness to participate in these
linked emissions trading schemes. Imposing explicit
trade sanctions on non-participating countries would
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not be beneficial in terms of achieving the desired out-
comes, in the WBGU’s view. To reduce competitive dis-
advantages, however, moderate border tax adjustments
for the sectors concerned could be considered.

Conclusion

With the international alliances outlined here, Europe
can create the political capital and scope for action that
it needs to take on a leading role in global climate pol-
icy. The alliances outlined above are inclusive and are
designed to encourage positive and participatory com-
petition. The aim of the new European climate diplo-
macy would be to generate a critical mass of climate-
oriented partners so that a course can be set towards
a climate-friendly world economy. The partnerships
presented here as examples could, in the WBGU'’s view,
also help to bridge the gap between the basic norma-
tive consensus on the need for compliance with the 2°C
guard rail and the inadequacy of those structures and
procedures in international cooperation that should be
playing a key role in achieving such compliance.
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As the Climate Change Conference in Copenhagen
showed, the international climate negotiations are pro-
gressing at snail’s pace at best. However, an effective
strategy to limit anthropogenic climate change — espe-
cially under substantial time pressure — has no real
prospect of success without an internationally binding
climate treaty as the starting point. Despite all the frus-
trations surrounding the derailed UN climate process, an
approach based solely on intergovernmental initiatives
would be beset by at least two fundamental risks. Firstly,
it is completely uncertain whether the process agreed in
the Copenhagen Accord can come close to achieving the
emissions reductions necessary for compliance with the
2°C guard rail. And secondly, a system which lacks over-
arching coordination and sanction mechanisms cannot
overcome the problem of carbon leakage, i.e. the trans-
fer of emissions to non-cooperating countries, or the
collective problem of free-riding (WBGU, 2004, 2009).

Examples of past successes in global environmental
policy, such as the international agreements on the pro-
tection of the ozone layer, are mainly based on treaties
adopted with binding force under international law. Key
factors determining the success of the Vienna Conven-
tion for the Protection of the Ozone Layer and the asso-
ciated Montreal Protocol, for example, include:

e the innovative features of the treaty in terms of inter-
national law: the treaty is based on a framework fle-
shed out by protocols with specific reduction commit-
ments for the production and use of substances that
deplete the ozone layer;

e the dynamic character of the decision-making process
established for the revision of the Montreal Protocol,
which can be amended with a two-thirds majority,
rather than on the basis of the consensus principle
which otherwise applies in international treaty law;

o the establishment of an innovative long-term financ-
ing mechanism which covers the additional costs
accruing to the developing countries as a result of
their fulfilment of their reduction commitments.

In order to make further adequate progress with the
international climate regime, it is essential to ensure
that there is scope to respond swiftly and flexibly to new
scientific findings and technological developments by
means of protocol amendments approved by a major-
ity decision under international treaty law. It is equally
important to secure, at this stage, the financing for miti-
gation and adaptation measures in accordance with the
principle of responsibility, taking particular account of
developing countries’ needs.

A consistent climate protection policy regime backed
by an international treaty would greatly increase the
prospects of avoiding dangerous climate change. There
are four main arguments in favour of an international
climate treaty which imposes binding obligations on the
parties and introduces effective enforcement and dis-
pute settlement mechanisms:

1. it would create clear and irreversible incentives for
the reduction of emissions;

2. it would limit carbon leakage and free-riding, and
curb the risk of ‘climate protectionism’;

3. it would create predictability for transnational com-
panies based on a long-term and stable global frame-
work, which also helps to defuse potential tensions
between economic and climate policy;

4. joint rule-setting and reciprocal monitoring would
help to build trust between the main climate actors
(China, USA, EU, G77).

If this type of regime, based on international law, is not
achieved within the existing UNFCCC process and this
process is simply pursued through normal diplomatic
channels, the outlook looks very bleak. So it is essential
to salvage what can be salvaged for a future regime and
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pursue agendas which can be expedited or separated out
most easily.

Key successes achieved in the UNFCCC process
which must certainly be safeguarded include a shared
understanding of, and joint standard-setting in relation
to, the recording, allocation and counting of greenhouse
gas emissions. In part, this is already regulated under
the Kyoto Protocol (e.g. eligibility rules for national
emissions inventories, land use, land-use change and
forestry (LULUCF), Clean Development Mechanism),
and other aspects are currently the subject of the sec-
ond strand of negotiations (e.g. REDD+; Measurement,
Reporting and Verification). While the WBGU considers
that there is scope to improve many of these rules, it
takes the view that these transparent and internation-
ally agreed arrangements must form the basis for a
trust-based system of international climate cooperation.

This applies especially to adaptation to climate
change in developing countries. The need for compre-
hensive support to be provided by the industrialised
countries to the least developed countries is enshrined
as a principle in the UNFCCC. This was specified in more
detail with the agreement to establish an Adaptation
Fund and the adoption of the Nairobi Work Programme
(UNFCCC, 2007) and reaffirmed in line with the prin-
ciple of common but differentiated responsihilities at
international level. Many developing countries regard it
as imperative that the further development and imple-
mentation of relevant policies should continue to be
pursued within the UNFCCC framework.

The division of the parties to the UNFCCC into two
groups — Annex I and non-Annex I countries — is no
longer appropriate, given the complexity of international
climate policy. Even though many developing countries
and emerging economies insist that this dichotomy must
be maintained, some differentiation within the group of
non-Annex I countries is needed in order to speed up
the international climate process. In Copenhagen, devel-
oping countries and emerging economies were invited to
specify quantitative climate targets at the international
level for the first time, in the Appendix to the Copen-
hagen Accord, a request which they generally complied
with. In particular, implementation of the verification
mechanisms agreed in the Copenhagen Accord could
provide a precedent for overcoming this now outdated
dichotomy.

As the above-mentioned example of the Montreal
Protocol shows, more effective decision-making pro-
cedures could also help to break the deadlocks in the
negotiations that result from the consensus principle
and speed up the negotiating process. To that end, the
EU should support the application of the majority prin-
ciple provided for in Article 7 (3) of the UNFCCC.

In the Copenhagen Accord, the developed countries
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pledged to provide additional resources totalling USD
30 billion for mitigation and adaptation, technology
transfer and capacity-building in the developing coun-
tries for the period 2010-2012, with the goal of mobi-
lising USD 100 billion dollars a year by 2020. Accord-
ing to the Copenhagen Accord, a significant portion of
such funding should flow through the Green Climate
Fund. However, in many cases, the additionality of
these funds is not guaranteed. For example, the € 420
million pledged by Germany mainly consists of funds
already earmarked for climate protection and develop-
ment cooperation (WRI, 2010), with only € 70 million in
new funding allocated in the 2010 federal budget to ful-
fil the pledges made in Copenhagen (BMF, 2010). This
type of approach undermines the credihility of financial
pledges made at the international level and damages the
developing countries’ trust in the climate process, and is
therefore counterproductive in the long term.

Unified and transparent structures must be devel-
oped for the administration and disbursement of the
pledged funds. Here, it is important to ensure that all
the pledged funds fulfil the criterion of additionality.
Furthermore, in the WBGU'’s view, disbursement should
be performance-based. The EU should work to ensure
that the Green Climate Fund is established within the
UNFCCC framework. Some differentiation between the
mitigation and adaptation sectors seems sensible. For
mitigation, a new concept must be developed that is
viable in the long term, whereas in the adaptation sec-
tor, experience gained with the newly established Kyoto
Adaptation Fund can be drawn on in order to devise a
concept for its longer-term institutional development.
To help build trust between countries, the WBGU rec-
ommends that the industrialised countries submit spe-
cific strategies immediately, showing how they intend
to mobilise resources for the fund(s) on a reliable basis
over the long term. In the WBGU'’s view, a substantial
share of the funding must also come from public budg-
ets.

Finally, the EU should offer to endorse a second
Kyoto commitment period even though this strand of
negotiations under the UNFCCC has not yet produced
a legally binding treaty, and notwithstanding the possi-
ble departure from the Kyoto process of some countries
which are currently bound by reduction commitments.
The only condition should be that the main points
agreed in the Copenhagen Accord must be integrated
and operationalised in the further negotiation process.
The ‘Pledge-and-Review’ process in particular should
be governed by transparent rules and become binding
under international law. This desirable solution would
be a pragmatic ‘success” of the Conference of the Parties
in Canctn. The EU would signal that it continues to sup-
port an internationally binding climate regime and does
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not wish to jeopardise the progress already achieved in
the negotiations. This would ensure that after the end of
the first Kyoto commitment period in 2012, the world
would not face the complete absence of an effective
international climate regime.
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Conclusions

In this Policy Paper, the WBGU proposes a swift and
resolute turnaround in global climate policy. The climate
negotiations to achieve a hinding international treaty to
limit greenhouse gas emissions must be revitalised and
supplemented with a package of new initiatives. The
Policy Paper has outlined the structure of a multi-level
system which - following the inadequate outcome of
the Copenhagen climate summit — takes up its positive
aspects but also takes account of the tensions arising in
a polycentric world order and, proceeding more strongly
from a societal and economic basis, moves towards glo-
bal governance in the climate and energy sectors. This
encompasses a wide variety of approaches which must
be distinguished in analytical and practical terms:

e sub-national climate initiatives and alliances of cities,
supplementing centralised and supranational endeav-
ours to steer the climate process;

e corporate activities, creating a market for climate-
friendly products and services;

e voluntary and individual reduction commitments
by civil society which anticipate or exceed legal and
administrative rules;

e a climate policy modelled on the Montreal Protocol
and building on a variety of mechanisms and regimes;

e a climate policy which reflects the multipolarity of
world politics and creates space for spontaneous
or coordinated government initiatives (such as the
programme to protect the Amazon in Brazil, which
is supported by Germany and Norway, or the UK’s
low-carbon partnership with China) and para-state
approaches (such as the Soros Climate Policy Initiative
or the initiative, launched by the Munich Re Founda-
tion, to extend insurance protection to small farmers
in developing countries at risk from climate change).

This multi-level approach, which continues to have an
internationally binding climate treaty as ultimate goal,
should be supplemented with a worldwide debate,
underpinned by strategy papers, on the implementation
of the Copenhagen Accord. This should focus in particu-
lar on ways of closing the wide gap between the com-
mitments proposed and those required to achieve com-
pliance with the 2°C guard rail, and on ensuring that the
climate issue is given due relevance in the formulation
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of global policy objectives.

Possible forums that can be considered for this stra-
tegic debate (‘Solutions Dialogue”) include parliamen-
tary and quasi-parliamentary bodies (from the Euro-
pean Parliament to the UN General Assembly), thematic
and moderated Internet forums (modelled on the debate
about the Furopean constitution and the discussion
forum on the Future of Europe) (see, for example, Euro-
pean Parliament, 2010; European Commission, 2010b).
Furthermore, the WBGU proposes a worldwide competi-
tion of ideas on the best solutions to, and best practice
in, climate protection. These forms of participation will
also enable the input of European civil society to be
taken seriously. Civil society, however, will only contrib-
ute to the debate if it sees that its participation is rel-
evant to the decision-making process within the EU, its
member states and the United Nations and recognises
that this is a historic project with a wider scope than
simply the technical and economic details of climate
diplomacy. Political cooperation — as the example of the
EU shows — can evolve from sectorally and regionally
limited but nonetheless important agendas and create
a political identity. Europe must replicate this success
today, albeit in a global framework.

The multi-level policy sketched out by the WBGU
should not at any point distract attention from the fact
that a sustainable strategy to deal with climate change
must address the basic issue of fair international bur-
den-sharing. As described in the WBGU’s own Special
Report, entitled ‘Solving the Climate Dilemma’ (WBGU,
2009), humankind only has a limited emissions budget
at its disposal if the risk of uncontrollable environ-
ment change is to be contained. The numerous initia-
tives and innovations proposed here could help to make
wiser use of this budget and mitigate the burden to be
shared. Nonetheless, a substantial burden will remain —
and must be borne by the international community in
a fair and responsible manner. The physics underlying
the climate change process remains unchanged, whether
viewed from the top down or from the bottom up.
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