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Introduction

Dear IAC Member
Welcome to Budapest! We are delighted you can join us here for what we hope will be a
constructive and stimulating session. Some time ago the Climate Strategies Board decided
that, if we wanted to show that we were serious about reaching out to Central and Eastern
Europe, we should meet in the region. I hope this venue underlines our intent; as does the
expanded IAC membership including our new members from Poland and Hungary.
Since we last met, Climate Strategies has appointed a new Research Director, Dr Neil
Hamilton. We are delighted that Neil, with his experience of the academic and NGO worlds,
has joined us. His number one priority since arriving has been work on a fresh research
programme for 2011 and beyond, in line with the broader strategic direction endorsed by
the IAC in June. Our meeting in Budapest will be an ideal opportunity for Neil to present to
the IAC his thoughts on the new programme and listen to what you have to say about it.
This is an important time for the organisation as we seek to expand, and your input on
future research topics and direction will be invaluable.
You will moreover all be very aware that we meet in the shadow of COP 16 at Cancun,
where expectations are – to put it mildly – limited. We will also want to take the opportunity
to talk through with you the high-level messages that Climate Strategies is proposing to
promote at and around Cancun, consistent with our direction and our core mission: ― to
assist government in solving the collective action problem of climate change.‖
In concluding, it‘s worth remarking that this meeting in Budapest (combined with our Annual
General Meeting and project workshops later in the week) has been a major logistical
exercise. I would like to thank the Secretariat for all their help with this, especially Anna and
Dora.
Üdv! Cheers!
Richard
Richard Folland
Managing Director
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“Looking Forward”: 2011 Research Prospectus
It is no exaggeration to say the world has changed since November 2010, at least with
respect to the international climate policy environment. No longer are we within close
reach of a binding, verifiable, comprehensive international agreement that will secure an
emissions pathway towards two degrees. It seems likely that while UNFCCC negotiations
will progress in this direction, there is more likelihood of new alliances and structures
emerging with varying aims and abilities to deliver effective and efficient solutions.
Climate Strategies therefore needs to reappraise the work we undertake, to remain relevant
and true to our mission. This does not mean we should turn our backs on the areas of
competence and research expertise for which we have become best-known. It does signify
that we must critically evaluate how continuing work in these areas can contribute to
international policy solutions. The focus of Climate Strategies on providing solutions,
coupled with the nature and urgency of the climate change problem defines the most
fundamental question to be addressed by this research strategy:

What are the most important questions that can be answered by the Climate
Strategies approach in the next 2 years, and how can the answers be delivered
with maximum influence and impact?
Almost all our projects wind up in the first half of 2011, providing a sound opportunity to
introduce either new topics of research, or new projects building on old.
I have therefore suggested that we focus our attention on eight themes, and in the
Research Strategy document have outlined some candidate research questions. These
themes are:
1.
2.
3.
4.
5.
6.
7.
8.

THE LOW CARBON ECONOMY
GOVERNANCE AND ARCHITECTURE
SECTORAL DESIGN
PRICING
TECHNOLOGICAL CHANGE
TRADE
ADAPTATION FINANCE
BIOSPHERIC CARBON: REDD and LULUCF

The themes represent a combination of traditional Climate Strategies expertise with areas
that are rising in political importance and may have both short term impact and longer term
catalytic effects.
In concert with selection of new research topics will be the need to broaden the network to
include experts in these new fields, and to consider which regions might be most valuably
included in our approach. Central and Eastern Europe, East and South Asia, and Australasia
are critical regions that Climate Strategies could usefully engage and in which we could have
significant impact.
Neil Hamilton
Research Director
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Summary of Climate Strategies Research Projects in 2010
In the post-Copenhagen landscape, Climate Strategies had a busy and expanding agenda for 2010.
Our work programme has included a broad-based analytical project on ‗Competitiveness and Leakage‘
issues, the continuation of the major ‗Sectoral Approaches‘ project and continued work on ‗Climate
Innovation Centres‘ – a project being led out of India with global contributions, which promises to
yield some fascinating results with outputs due this year. Other projects for 2010 have included
projects on ‗Carbon pricing for low-carbon investment‘, ‗Analytic Support for Target-Based
Negotiations‘ (working with Project Catalyst and others), work on the ‗Institutional framework of
global carbon markets‘ and a big study on the ‗Decarbonisation of the European power sector‘. Finally,
we have started what we hope will be a landmark study, examining the case for the EU to set more
ambitious 2020 emissions reductions targets.
For more detailed information on our 2010 projects, please see our Research Prospectus, available at:
http://www.climatestrategies.org/images/stories/CS_2010_ResearchPortfolio.pdf
Dora Fazekas
Research Manager

Projects finishing in 2010
Interpreting and comparing post-Copenhagen
mitigation targets and mechanisms

Carbon pricing for low carbon investment

Dec 2009 – June 2010

Dr. Karsten Neuhoff, Director, Climate Policy Initiative
Berlin

Murray Ward, Institute of Policy Studies, New Zealand
 Comparability of effort by Annex I Parties: an overview of
issues (Nov 2009)
 Interpreting emission pledges: the need for common
accounting framework (March 2010)
 Emission trends and commitments to 2020-30: the impact of
financial crisis and business cycles (April 2010)
 Implications of a post-Copenhagen agreement for emission
offset supply (May 2010)
 Synthesis: Integrated assessment of the implications of postCopenhagen targets and mechanisms (June 2010)
April, June 2010 UNFCCC side event – Project Catalyst, Bonn

Climate innovation centres
Sep 2009 – Dec 2010
Ambuj Sagar, Indian Institute of Technology, Delhi
Aims to develop more fully the concept of a network of climate
technology innovation centres and analyse tangible
implementation issues.
 What design features of CICs will be key to the
implementation and effectiveness of these Centers?
 What might be appropriate choices given experience with
domestic and transnational innovation for developing
countries?

Feb – Dec 2010

Aims to provide a consistent framework for the
assessment of climate policy instruments and in particular
carbon pricing.
 How
-

firms respond to carbon prices?
Organizational structure and decision types
Testing whether it works
Insights from cross-sector comparison

 How can the finance sector facilitate deep
decarbonisation strategies?
- Volumes and types of finance – implications for
decarbonisation strategies
- Reporting on carbon exposure
- Reporting requirements and tax treatment for
banking of CO2 allowances
 How does a carbon price emerge from emissions
trading schemes?
- The role of CDM post 2012 - Moving from 20% to
30% emission reductions
- The role of banking – accounting and tax
provisions
- Hedging demand: learning from gas
- Policy implications – price formation
Feb 2010 Kick-off workshop, Berlin
June 2010 Stakeholder WS, Paris
Oct 2010 Stakeholder WS, Berlin

Sep 2009 Kick-off workshop, Cambridge, UK
Dec 2010 UNFCCC side event (tbc)
Climate Strategies, St Giles Court, 24 Castle Street, Cambridge, CB3 0AJ, UK.
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Projects ongoing in 2011
Is there a case to move beyond 20%?
May 2010 – April 2011
Emmanuel Guerin, IDDRI
Why and how the EU should move beyond 20% cuts by 2020 in
greenhouse gas emissions?
 Short-term / long-term coherence of emissions reductions
pathways
 Co-benefits of climate policies
Technology
Energy security
Green jobs
 Complementarity of policy objectives and instruments
 Competitiveness and leakage
 Link EU domestic agenda / international context
Oct 2010 Expert WS, Brussels
Nov 2010 WS, Budaoest, Hungary
Nov 2010 Stakeholder WS, Brussels

Decarbonisation of the power sector
Sep 2010 – June 2011
Péter Kaderják, Director, REKK - Regional Centre for Energy
Policy Research, Budapest, Hungary
How to design new regulations to stimulate transition towards
low carbon electricity systems in Member-states‘ electricity
systems?
 Market design and project finance issues relating to
generation investment into high fixed cost - low O&M cost
assets
 Electricity distribution network regulation in times of
fundamental technological change
 Social constraints on the road to a low-carbon electricity
sector
 EU-level versus national roles in policymaking and regulation
for reaching a low carbon power sector
July 2010 kick-off workshop, Budapest

International sectoral approaches
June 2009 – Dec 2010
Peter Wooders, International Institute for Sustainable
Development, IISD
India - Joyashree Roy, Jadavpur University, Calcutta
China - Hu Xiulian & Liu Qiang, ERI, Beijing
Focuses on the role of sectoral agreements in the post-2012
international climate regime wrt the steel sector.
Deliverables: Country case studies
June 2009 Kick-off workshop, Kolkata, India
Oct 2009 Workshop, Tokyo, Japan
Nov 2009 Presentation of interim results at DECC/DfID, UK
Apr 2010 Workshop, Beijing, China
Oct 2010 Workshop, Kolkata, India; Beijing, China; Tokyo, Japan

Institutional framework for the global
carbon market: options and implications
March 2010 – April 2011
Michael Mehling, Ecologic Institute, Berlin/US &
Andreas Tuerk, Joanneum Research Institute
Analyses the need and options for an institutional
framework for improved governance in the emerging
global carbon market.
 What are the options for governance of linked carbon
markets?
 What role may institutions play in the regulation and
supervision of a global carbon market?
 What can the carbon market learn form other
integration processes, such as from the development
of the financial markets, the governance of monetary
policy, and the institutional frameworks for
international trade in goods and services?
 What is the possible timeline for different institutional
options, and what are possible limits to the integration
process?
Nov 2010 Expert WS, Graz, Austria

International industry competitiveness,
carbon leakage, and approaches to carbon
pricing - an analysis of the key sectors
May 2010 – May 2011
Susanne Dröge, Senior Researcher, German Institute
for International and Security Affairs (SWP), Berlin,
Germany
Focuses on deepening existing knowledge on steel,
cement, and aluminium & broadening the knowledge on
competitiveness and leakage for other sectors.
 Investment, carbon pricing and leakage
Cement sector perspective
Understanding Investment in the Steel Sector
 Regional perspectives on carbon leakage from energyintensive industries
The CASE model application to Japan/China
Effects from carbon pricing and anti-leakage
policies in selected industrial sectors in Spain –
Cement, Power, Steel, Oil Refining
Short-term impact on industrial competitiveness
of carbon tax in China
 Climate policy issues and scenarios
Auctioning revenues
Scenarios for a unilateral EU-reduction of 30
percent
May 2010 Kick-off workshop, Berlin
Competitiveness Community
a range of online media -website and a list-serve- this
community would act as a clearinghouse for up-todate research and a forum for exchanging ideas
ETCLIP (led by WIFO) Jan-Sep 2010
Deals with the open topics concerning the EU ETS
design for the 3rd trading period starting in 2013.
10 insights from EU ETS for AUS
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Linking public finance and post-2012 market
mechanisms
Paula Castro, Uni of Zürich

Climate financing from the shipping industry
Sep 2010 – July 2011
Jasper Faber, CE Delft

Sep 2010 – July 2011
 Harvesting the sectoral/national mitigation potential
 Cost-effectiveness in reducing CO2
 The role of capacity building for mitigation actions in
developing countries
 Leveraging private mitigation investment through public
finance
 Accounting for public and private funds
 Country case study: Peru

Study concerning linking climate policies for the
international maritime transport with climate financing
 climate policy instrument for shipping
 design of a climate fund

Sep 2010 presentation at ECBI fellowships, Oxford
Dec 2010 UNFCCC side event, Mexico

Focuses on analysing issues related to the
implementation and effects of a complex climate policy
framework.
 Sectoral dimensions and trade issues
 Regional dimensions and inequality issues
 Institutional dimensions and incentive issues
 Searching for a global architecture

Study on Living Standards and Economic
Performance with Ambitious Climate Action
Compiling and detailing the results of a number of studies by a
range of modelling groups that have looked at regional and
country-level macroeconomic impacts of different mitigation
options, so they provide a representative and credible picture

Coping with complexity in the evolving
international climate policy institutional
architecture
Dec 2009 – Dec 2011

May 2010 workshop, Vienna
March 2011 workshop, Vienna
Nov 2011 workshop, Cambridge
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INTERNATIONAL SECTORAL APPROACHES AND AGREEMENTS:
CASE STUDIES OF THE STEEL SECTOR IN CHINA, INDIA AND JAPAN
Author: Peter Wooders, IISD

International sectoral approaches and agreements: case studies of
the steel sector in China, India and Japan
– Policy Recommendations
Peter Wooders, 27th July 2010

Steel is as essential sector if we are to control global CO 2 emissions. Both the negotiating process
and the proposals being made require further development.
Existing national policies should be the essential building blocks of sectoral approaches,
agreements and mechanisms. International agreement is needed to ensure adequate levels of
ambition to curb rising emissions in the steel sector, notably to assail competitiveness fears.
The UNFCCC is still an essential element for developing SAAMs. It could host a steel-specific
negotiation forum with government and industry representation and with sufficient technical
expertise to be able to assess the level of commitment that individual countries are making and to
investigate potential international agreements.

The steel sector represents 5% of world carbon dioxide emissions. Despite continuing improvements in its
production efficiency, its emissions are projected to continue to rise due to projected demand increases.
Steel is a component of a huge number of goods and products, including many – for example wind turbines and
lighter vehicles - that would contribute to a greener economy. Nevertheless it is not apparent how reductions
in global carbon dioxide emissions could be achieved if emissions from energy-intensive sectors
including steel continue to rise.
‘Sectoral approaches’ have made little progress internationally, despite having been discussed for many
years. Climate Strategies‟ 18-month project, which started in summer 2009, aims to progress the issue by
concentrating on just one sector – steel – applied in three key countries representing over 50% of world
production and consumption – China, India and Japan. A full description of the project can be found at
http://www.climatestrategies.org/our-reports/category/54.html
The study recognises that each country already has a range of policies and measures designed to control emissions
from the steel sector. It recommends that these existing national policies should be the essential building
blocks of an international approach – for example, China‟s energy efficiency targets, India‟s “Perform, Achieve
and Trade” and Japan‟s voluntary agreements. This should be built on a „bottom-up‟ basis, taking account of
countries‟ specific priorities and circumstances, rather than relying on the „top-down‟ approach which has not yet
delivered an agreement within the UNFCCC.
The danger with relying on national commitments alone is that these will not deliver sufficient GHG
emission reductions, often because countries fear losing out to their competitors. 40% of steel is currently
traded internationally and it is one of the key sectors within the competitiveness and leakage debate. NAMAs in
developing countries, where appropriate supported financially and technically by developed countries, are an
obvious starting point in providing additoonal momentum for change. But the developing world already accounts
for over half of world steel production – China being 40% alone – and most of its growth, and there must be
concern over how much support NAMAs for the steel sector would be able to garner.
The starting point for an international agreement is to understand where the steel sector can make
reductions in its emissions. The study has categorised opportunities into four based on current technologies
and two for the future. Analysis conducted in the study – and supported by other work – indicates that these
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opportunities will generally not be realised by carbon pricing alone. The table below indicates potential
complementary policies, which could implemented nationally or internationally. Funding and financing could come
from the public or private purses.
Emission reductions in each of the four current categories identified could be, and indeed are being, achieved
nationally, but concerns over competitors’ actions would almost certainly limit the level of ambition.
Additionally, the transfer of finance and technology and R,D & D activities would be more efficient as more
countries collaborate.
Abatement Category

Potential complementary policies

1. The closure of inefficient, highly
polluting plant

Make payments based on faster reduction in production than
current policy

2. Improving energy efficiency and carbon
efficiency at existing, non-obsolete plant

Project-based scheme (e.g. continuation of CDM).
Supplemented by financial support scheme, ideally low cost
capital

3. Ensuring that new plant is built using
best available technology

Consider partial investment credit (e.g. low cost capital) if
new plant is best available technology

4. Increasing the use of recycled scrap

Make payments against increased rates of collection made,
within the country only (to avoid leakage)

5. Adopting Carbon Capture & Storage
(CCS)

Fund demonstration schemes, covering different
technologies and transportation solutions

6. Developing and implementing
breakthrough technologies

Fund R&D, ideally at a wide international level

In order to encourage agreement from industry, impacts on production costs should be understood and minimised;
governments are concerned more by potential job losses and future investment. It is their ability to include
policies complementary to carbon pricing where SAAMs1 offer key advantages over carbon pricing,
helping to reduce GHG emissions and giving side benefits including improved energy security of supply, better air
quality and lowering risks from increased energy prices. But carbon pricing retains the advantages of also
including demand reduction as an option to reduce emissions and potentially building a source of revenue.
Policy-makers have a range of options for SAAMS going forward. The two most promising options currently under
general discussion are for technology agreements – the explicit inclusion or exclusion of various technologies – and
intensity targets covering energy used or carbon emitted per tonne of steel produced. Currently-discussed
solutions may be too aggregated and too blunt. International agreements covering each of the six
abatement categories individually could be easier to operationalise, for example groups of countries agreeing to
support scrap collection and allow its international trade, to guarantee new plant is built to minimum standards or
to contribute to a fund for CCS demonstration plants.
Progress on SAAMs in the steel sector needs an appropriate forum. Industry and government
representatives already attend fora including the APP, OECD Steel Committee, World Steel Association and WTO,
but this study‟s initial conclusion is that, in addition to these fora, the UNFCCC’s essential role in climate
“Sectoral Approaches, Agreements and Mechanisms” is the preferred term within this study.
“Sectoral Approaches” as a term has negative connotations for certain countries.
1
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change negotations mean it will be essential for progressing ambitious agreements. But this will need
changes both in what is negotiated and the support provided to these negotiations.
If we accept that unambitious emission reduction commitments from the few key energy-intensive sectors such as
steel may contribute to unambitious commitments from countries, then the need to have negotiations which
are focused on the steel sector specifically becomes even clearer. The necessary discussions have
technical components and require industry expertise – thus it is recommended that the UNFCCC either builds or
contracts the capacity to support steel-specific negotiations. This study concludes that:
 Setting up a steel-specific negotiation forum within the UNFCCC should be
considered. This forum would be informed by and draw on existing discussions within other
fora, and include both government and industry representation;
 This forum has sufficient technical expertise to be able to assess the level of
commitment that individual countries are making within their steel sectors. It is
recommended that countries submit „model agreements‟ defining their approaches –adding
„process‟ and „governance‟ to the eleven criteria identified by the UNFCCC for the 2009
negotiations2 provides a ready format for these, and the World Steel Association‟s CO 2
Emissions Data Protocol3 gives an internationally-recognised boundary of the sector;
 It is not possible to conclude an ambitious set of national commitments unless issues around
competitiveness and leakage are included. This will require resolution of the CBDR
(common but differentiated responsibility) debate, at least on how it applies to the steel
sector. It would also be assisted by agreeing guidelines around when BCAs could be applied
and discussing the appropriate levels of free allowances which could be granted under
Emission Trading Schemes;
 The forum should investigate potential international agreements covering the six
categories of abatement options shown in the table above. Initial suggestions are to
investigate:
o whether companies paying into a fund for CCS demonstration and/or breakthrough
technologies would be viable, in conjunction with rules precluding plant without CCS to be
built or operated after certain dates;
o minimum standards for new build plant;
o international actions to increase scrap recycling and liberalise its trade;
o financial support and technology transfer for the retrofit of non-obsolete existing steel plant.
 None of these options preclude progressing current options on technology (as led by the
APP) and on sectoral crediting mechanisms and other intensity targets now being proposed as
NAMAs.
Steel is as essential sector for controlling global CO2 emissions. Both the negotiating process and the
proposals being made require further development – a specific UNFCCC negotiating forum meets
these needs.

Climate Strategies aims to assist governments in solving the collective action problem of climate change. It connects leading
applied research on international climate change issues to the policy process and to public debate. All views expressed are
personal. Climate Strategies does not take positions on policy issues. Further reports on the topic may be found on
ww.climatestrategies.org

2
3

FCCC/AWGLCA/2009/INF.2.Add.2. See “Modalities for subsequent development” on page 17.
http://www.worldsteel.org/climatechange/files/2/2/Data%20collection%20user%20guide.pdf.
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Climate Innovation Centers:
Technology cooperation to meet climate challenges
Ambuj Sagar, 2th August 2010





Successful technology innovation requires harnessing a range of relevant resources, actors,
and networks, and policies. Different technologies have different innovation needs; the
same technology may have different innovation needs in different countries.
A Climate Innovation Centre can be viewed as a facilitating, multi-disciplinary organization,
which if necessary could help establish a research facility on specific technologies. In some
sense, then, a CIC is an umbrella organization that would have under a collection of projects
that advance the innovation process for key technologies for the particular country/region
where it is located
By advancing innovation process for key technologies, this, CICs will accelerate the process
of technology transition in developing countries, enabling to meet their climate challenges
more effectively and efficiently.

Climate challenges: Critical but not insurmountable
Meeting the twin climate challenges of mitigation and adaptation are seen by many to be the defining problems for
the 21st century. But these challenges are particularly critical for developing countries. They come at a time when
many of these countries‟ economies are growing rapidly, leading to large increases in energy demand – in fact, the
reference scenario in International Energy Agency (IEA)‟s World Energy Outlook 2009 suggests that 90% of the
worldwide increase in energy demand will be in non-OECD countries.1 Similarly, the nature and geographical
distribution of climate impacts is predicted to be such that many developing countries are particularly at risk,
especially given their high levels of vulnerability.
These countries also face already existing and urgent sustainable development challenges. For example, the IEA
estimates that 2.5 billion people worldwide still rely on biomass, burnt in open fires or traditional three-stone
„cookstoves‟ and that almost 1.6 billion people do not have access to electricity. On a per-capita basis, developing
countries use one-fifth of the energy of industrialized countries, and least-developed-countries, only one-sixteenth.
The Food and Agricultural Organization (FAO) estimates that more than a billion people worldwide were
malnourished in 2009, more than at any time since 1970 (the earliest year for which comparable statistics are
available).

The role of technology innovation
It is well understood that technology can play a central role in an integrative approach to meeting climate
challenges while also promoting sustainable development, for example, through expanding provision of clean
energy and its efficient utilization, by climate-proofing infrastructure development, or by deploying improved
agricultural technologies and processes.
But realizing the potential of technology is not always a straightforward task. In fact, successful innovation – the
translation of knowledge or technology into commercial application – requires paying attention to a range of
activities and often involves a variety of actors (see Figure 1).
Thus, in order to meet their climate challenges, developing countries may need to engage in applied R&D to adapt
technologies for local conditions (as in the case of coal-power plants to take into account the particularities of coal
characteristics or wind turbines and components for high temperatures) or sometimes modifying products to make

1

Many developing countries have put together (or are in the process of doing so) low-growth plans that could result in reduced
energy demands but even with this, much of global growth in energy demand will remain in developing countries.
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them more attractive to local consumers. They may need to develop new products (such as solar lanterns or
village-level biomass-based power systems).

Figure 1:

Key steps and actors in the innovation chain

Thus, in order to meet their climate challenges, developing countries may need to engage in applied R&D to adapt
technologies for local conditions (as in the case of coal-power plants to take into account the particularities of coal
characteristics or wind turbines and components for high temperatures) or sometimes modifying products to make
them more attractive to local consumers. They may need to develop new products (such as solar lanterns or
village-level biomass-based power systems).
But advancing widespread deployment of relevant technologies and processes may also require a number of other
non-technical steps such as the creation of demand and markets for these technologies – this may be carried out,
for example, by providing information and certifying products to promote consumer acceptance, by requiring
energy-efficiency labels for appliances, or through feed-in tariffs for renewables. It may require nurturing or
supporting new or existing firms that can develop products appropriate to local needs, upgrade them over them
time in response to consumer feedback or regulations, and also provide product-maintenance networks. And it
may require, to give another example, expanding the finance/credit available to consumers.
Successful technology innovation requires a nuanced and broad view of the innovation process, understanding that
a range of policies and institutions play a role in advancing innovation; that multiple actors in diverse arenas –
individuals, established firms, entrepreneurs, venture capitalists, bankers, universities, policy-makers, and of
course, consumers – and networks are relevant; and that the nature of the market, policies, and actors vary widely
among technologies and countries.
The last point is very important. Different technologies have different innovation needs, even within a same
country: for example, the technical, finance, and policy needs for advancing more efficient coal-power generation
technologies are very different from what may be needed to promote energy-efficient buildings. And promoting
the same technology in different countries may require different kinds of steps, depending on the local context
(such as technical capabilities, market conditions, and policies). Thus there is no simple, „cookie-cutter‟, formula
for successful innovation that would work across all technologies in all countries.
At the same time, it must also be recognized that developing countries have widely varying but often relatively
limited technological, financial, and institutional capabilities.
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two-thirds of these in non-OECD countries.5 By working with local organizations, it would build on and enhance
developing-country capacity with concomitant long-term gains.
Such a technology-cooperation mechanism that is informed and driven by the needs of developing countries and
draws upon a textured understanding of technology development and deployment process can go a long way in
helping these countries meet their climate and sustainable development challenges.

An illustrative activity
India announced in December last year a National Biomass Cookstove Initiative that is exploring a systematic
approach to advance the innovation in the area of cookstoves. We present it here as an illustration of the kind of
activity that could be promoted by a CIC.
The initiative intends to develop the next-generation of cleaner cookstoves, and biomass-processing technologies,
which may include an innovative global contest to leverage worldwide talent to develop combustion units with high
thermal efficiency and low pollution characteristics and, in parallel, appropriate biomass processing devices. The
initiative will also help with the development of innovative delivery models and use pilot-scale projects to explore
deployment models.
It aims to set up state-of-the-art testing, certification and monitoring programs to help build consumer confidence
in the new technologies. It also will strengthen R&D programs in key technical institutions. As a public-private
partnership, it aims to promote participation by private sectors and civil society in the relevant parts of the
innovation chain (i.e., manufacturing and supply of the devices, provision of finance, information, and awareness).
And it will also work with various government agencies to fine-tune policies to promote successful large-scale
deployment of these devices.

Source: Press release at launch of National Biomass Cookstove Initiative, Ministry of New and Renewable Energy,
Dec., 2009

This briefing paper is based on Climate Strategies’ project on Climate Innovation Centres. Details of
this can be viewed below:
Project leader: Professor Ambuj Sagar, Indian Institute of Technology, Delhi
Contributors: Andrew Higham, UNFCCCC; Prof. Ann Florini, National University of Singapore; Prof. N. Clark, Open
University, UK and Emeritus Professor, University of Strathclyde; Dr. Laura Diaz Anadon, Harvard Kennedy School;
Prof. Carl Dahlman, Georgetown University
Collaborators: New Energy Finance; UNIDO; UNFCCC
Project description: The project on CICs aims to develop more fully the concept of a network of climate
technology innovation centres and analyse tangible implementation issues. In that context, it will be centered
around two research questions:


What design features of CICs will be key to the implementation and effectiveness of these centers?



What might be appropriate choices (or algorithms for making these choices), given our experience with
domestic and transnational innovation for developing countries?

Climate Strategies aims to assist governments in solving the collective action problem of climate
change. It connects leading applied research on international climate change issues to the policy
process and to public debate. All views expressed are personal. Climate Strategies does not take
positions on policy issues. Further reports on the topic may be found on ww.climatestrategies.org
5

Energy Technology Perspectives 2010, International Energy Agency, Paris (2010).
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Marketing and Communications Review
Climate Strategies has continued to implement its outreach programme with policy makers
and media over the past 6 months with a particular emphasis on the EU institutions and
influential Member States.
We have strengthened our level of engagement with senior level officials in DG Climate
Action, and DG Enterprise and have given background briefings on our ‗Decarbonisation of
the Power Sector‘ project to new contacts in DG Energy. Although there is still some way to
go before Climate Strategies is seen as the trusted academic partner to the EU Institutions,
recent feedback suggests that we are becoming recognised for our strong insights and the
robustness of our work. With many projects coming to fruition in the coming months,
including the initial results of our project on the EU 2020 GHG target, we are further
increasing our level of engagement in Brussels. Our public meeting on 22nd November,
‗Considering the Case for the EU to Move Beyond 20% by 2020‘, is already well subscribed
with a large number of policy experts, EU 27 permanent representations, business, industry
and NGO representatives in attendance. We plan to complement this with one to one
briefings to Commission officials and MEPs before the Spring European Council meeting in
2011. In addition, with the help of one of our funders – The European Climate Foundation –
we plan to set up a Brussels based group of Climate Strategies research stakeholders with
whom we will share ideas on future research projects and how to effectively disseminate our
work.
We have also been active at Member State level. In the UK we met with Duncan Brack,
Special Advisor to Chris Huhne, UK Secretary of State for Energy and Climate, where we
outlined our forthcoming research and profiled the EU 2020 targets project. A similar
meeting will take place with Tim Yeo, Chair of the UK Energy and Climate Change Select
Committee, in November. The importance of the newer Member States is also recognised.
Given that Hungary and Poland will take over Presidency of the European Union in 2011,
considerable effort will be put into outreach in this region. This commences with two project
workshops held in Budapest to which Climate Strategies has invited a significant number of
policy makers. Individual briefings and Member State level outreach will follow.
Our profile with the international media has also grown, including the publication of an
opinion piece by Michael Grubb and Susanne Droege on competitiveness and carbon
leakage. There was widespread coverage of the Carbon Leakage report for the European
Green party, which further raised Climate Strategies profile with Pan EU media and a good
level of coverage on the project ‗Analytical Support for Target Based Negotiations‘. This
coverage places Climate Strategies in a good position as we engage with media before and
during COP 16 in order to further raise some of the International climate policy solutions
suggested in our research.
A summary of media coverage and some of the higher profile articles are shown below.
Sarah Schepers
Communication Manager
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Climate Strategies Summary of Media Coverage
May - October 2010
Publication
Eurasia Review

Date
20/05/10

Online coverage:
including European Voice,
EurAsia Review, Europe
Ecologie, etc
ENDS Report

21/05/10

Business Week

08/06/10

Financial Times

14/06/10

ENDS Report

14/06/10

Figyelő, Hungary

22/07/10

Euractiv

30/07/10

Businessgreen.com

02/08/10

The Engineer

02/08/10

Online PR News

03/08/10

Environmental Technology

04/08/10

New York Times

03/10/10

Electronic News Daily, Korea

18/10/2010

Bloomberg

20/10/10

26/05/10

Climate Strategies Reference
Tackling Carbon Leakage: sector specific solutions for
a world of unequal carbon prices
Green Party Conference – Climate Strategies carbon
leakage Report for the European Green Party

Tackling Carbon Leakage: sector specific solutions for
a world of unequal carbon prices
Guest commentary: global temperature
Guest comment: A carbon giveaway Europe cannot
afford
Should Carbon Leakage Stifle EU Climate Goals?
Interview and profile on Michael Grubb, Chair
Climate Strategies
News item on Climate Strategies report: Global
climate effort still ‗inadequate‘ as talks continue
News item on Climate Strategies report: Academics
warn of failing international carbon targets
News item on Climate Strategies report: Cool trains,
climate change and Blackberry blackouts
News item on Climate Strategies report: Cambridge
academics push for higher emissions targets
News item on Climate Strategies report: Businesses
‗need better analysis of carbon emissions‘
Comments from Michael Grubb on carbon leakage:
Getting Past the Politics of Climate Change
Interview with Richard Folland
Richard Folland speech to Platts Energy Conference:
EU Plan to Expand CO2 Market Infeasible
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Financial Times
14th June 2010
A carbon giveaway Europe cannot afford
By Michael Grubb and Susanne Droege
What links the Greek bail-out with climate change? Quite a lot, actually.
Debt and climate change both build up over long periods during which
policy is dominated by lobbying and short-term political expediency,
until a day of reckoning. But the link is now much more direct and powerful, and offers an
opportunity as big as the challenge. The question is whether Europe has the capacity to
seize it.
The emergency deal to support the eurozone has underlined the continent‘s staggering
levels of debt. Yet this week‘s European Council meeting seems set to condone proposals to
give away tens of billions of euros in free emission allowances to companies operating under
the European Union‘s emissions trading system, which sets a price on carbon. In many
instances, the result will be big profits for the most energy-intensive sectors, at the expense
of the rest of EU business. European governments need to wake up before final decisions
are taken later this year.
Economists have long pointed out that granting free emission allowances could generate
windfall profits, because in many markets the carbon price may still be passed on and added
to the product price. This was the case for the EU power-generating companies that reaped
many billions of euros out of the EU ETS in its early years. For this sector, therefore, the EU
has seen sense, and in the next phase of the scheme – starting in 2013 – almost all
allowances to power generators will be auctioned.
However, Europe‘s energy-intensive industries – cement, aluminium and steel – have argued
that they are different. Being exposed to international trade, they say they might move
abroad to avoid carbon costs. In December 2009, Europe agreed an implausibly long list of
―sectors at risk‖ of such carbon leakage, and will decide what to do about them this year.
The official proposal to emerge, after years of intense lobbying, is to give them free
emission allowances until at least 2020 and quite possibly for years beyond that.
There are several problems with this response. Giving out free allowances protects the most
carbon-intensive activities and undermines incentives for cleaner production. With a given
emissions target, the rest of business would need to cut emissions further to compensate,
which raises the carbon price. In the next phase of the EU ETS, meeting the EU‘s current
ambition while protecting the big emitters of cement, steel and aluminium industries in this
way could add up to 30 per cent to the carbon price faced by the rest of EU business.
As Europe‘s emission cap tightens, the volume of free allowances will decline, and this
underlines the poverty of relying on this approach. Industry argues that proposals to tighten
Europe‘s unilateral emissions target to 30 per cent will leave insufficient free allowances – so
that they would need additional policy protection anyway.
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Current proposals for free allocation ignore better approaches in key sectors. Instead of
levelling down the costs for producers in the EU ETS with free allocation, carbon costs can
be levelled at the border by requiring importers to buy emission allowances too. For
relatively simple commodities such as cement – which on its own emits far more for
example than aviation – this can be done relatively easily with a fixed-rate charge. This
approach makes it clearly compatible with the World Trade Organisation, much like
petroleum excise duties, where no one suggests importers should be exempted.
The environmental benefits of making producers pay for their emissions go hand-in-hand
with the fiscal benefits of doing it properly – to the tune of tens of billions of euros over the
next decade. Continuing the cement example, Greece, Italy and Spain are among Europe‘s
largest producers, consumers and importers. They have most to gain from pricing carbon
properly in this and other sectors, while being protected from unfair exemptions for
importers.
And while the EU struggles to meet its domestic finance gap, the industrialised countries
also made commitments at Copenhagen on international funding. In addition to the benefits
of offering a long-term solution based on a move to auctioning domestically, requiring
carbon-intensive traded goods to buy allowances could be a natural source of such
international revenues – offering a key source of the ―new and additional‖ finance for which
UN negotiators are desperately searching.
So, take your choice. At a time of fiscal desperation, European governments can give away
tens of billions of euros, in ways that may largely be reaped as windfall profits by polluting
industries, and in so doing increase the cost to the rest of EU business of meeting our
climate commitments. Or they can charge carbon properly, creating clear and consistent
incentives to cut emissions efficiently, and thereby raise tens of billions for the public purse,
with a portion of the new revenues associated with imports potentially available to crack the
international impasse.
Guess which option the European Council is expected to endorse?

Professor Michael Grubb is chair of the international research organisation Climate Strategies
at Cambridge university. Dr Susanne Droege is head of the global issues division at the
German Institute of International Affairs (SWP), Berlin
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Press Release: STRICTLY EMBARGOED FOR 0:01HR, MONDAY 2ND AUGUST
Current emission pledges will fail to meet climate goals, warns new report

„Future generations will have to make deep reductions unless we act now‟, says
Climate Strategies
2 August 2010: A new study published to coincide with the start of the UN climate change
talks in Bonn today claims that countries‘ pledged emissions targets need to be
strengthened to ensure that global emissions will be halved by 2050. If greater action is not
taken now, future generations will have to make deep emission reductions to maintain the
path to limiting global warming to 2 degrees Celsius.
The international study, ‗Analytic support to target based negotiations‘, consists of four
working papers and two synthesis briefings and was convened by Climate Strategies, a
network of international climate academics hosted at the University of Cambridge. The study
concludes that countries‘ pledged targets under the Copenhagen Accord are insufficient to
drive the robust price in the carbon market needed to peak emissions by 2020.
Murray Ward who led the study said:
―There is clearly a discrepancy between agreements made by world leaders for reductions in
emissions by 2050 needed for the world to be on a 2 degrees C path and the comparatively
weak targets pledged for 2020. The only way to square these two outcomes is that future
generations will have to make very deep reductions on a year-by-year basis after 2020.‖
The research recommends that the UNFCCC establishes a common framework to assess
countries‘ targets and the level of effort needed to meet them, based on the latest emissions
data available.
Ward said:
―A priority for the ongoing negotiations under the UNFCCC should be to establish a common
framework so that national emission pledges can be properly understood and compared.
This would allow pledges to be translated into their full, precise and real effects, and allow
negotiations to proceed on a secure basis. We need to translate confusing percentages into
tonnes of carbon which means the same thing the world over‖.
According to the research, the pledges use different base years, measure different
greenhouse gases and set out different approaches to the use of offsets and sequestration
methods. In particular, key uncertainties remain regarding how credits from domestic land
use, land-use change and forestry (LULUCF) and carry-over of surplus units from the first
Kyoto period will add to the allowed emissions for non-LULUCF sectors.
The study also notes that the pledges offered by countries under the Copenhagen Accord do
not take into consideration the effect that the global recession has had on likely emissions in
2020.
Ward continued:
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―Many of the existing pledges were set out before the full effects of the recession were
realized. It is critical that countries provide the best and latest data estimates for all the key
variables that go into understanding exactly what level of effort is associated with their
targets. This is needed to set the basis for a collective strengthening of targets based on
circumstances known today, not those of early 2009 ago when many of the pledges
emerged from capitals.‖

Euractiv
30 July 2010
Global climate effort „still inadequate‟ as talks continue
Countries' pledges to reduce greenhouse gas emissions offer virtually
no chance of halting global warming before it reaches dangerous
levels, researchers said as negotiators gather in Bonn to continue
climate talks next week.
A new international study, to be published on Monday (2 August) by Climate Strategies, a
network of international climate academics hosted at the University of Cambridge, will
argue that countries' pledged targets under the Copenhagen Accord will be "insufficient to drive the
robust price in the carbon market needed to peak emissions by 2020".
"There is clearly a discrepancy between agreements made by world leaders for reductions in
emissions by 2050 needed for the world to be on a 2°C path and the comparatively weak targets
pledged for 2020. The only way to square these two outcomes is that future generations will have to
make very deep reductions on a year-by-year basis after 2020," said Murray Ward, who led the study.
The research finds that the pledges use different base years, measure different greenhouse gases
and include different approaches to using offsets. Moreover, they do not take into account the effect
of the global recession on emissions in 2020, it adds.
"A priority for the ongoing negotiations under the UNFCCC should be to establish a common
framework so that national emission pledges can be properly understood and compared. This would
allow pledges to be translated into their full, precise and real effects, and allow negotiations to
proceed on a secure basis," Ward stressed.
Heading for dangerous global warming
Indeed, analysis of countries' latest emissions reduction pledges shows that the world is still headed
for global warming of 3.5°C by 2100, warned researchers from Ecofys, Climate Analytics and the
Potsdam Institute for Climate Impact Research (PIK). It is now generally accepted that the limit that
cannot be exceeded without triggering dangerous climate change is 2°C.
According to the projections, carbon dioxide concentrations would reach over 650 ppm (parts per
million) in 2100, which far exceeds the 350 ppm limit many countries are calling for.
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Some developing countries have recently announced significant actions to combat climate change.
For instance, Papua New Guinea plans to cut its greenhouse gas emissions by at least 50% by 2030
and to be climate neutral by 2050, the researchers pointed out.
But the announced delay of climate legislation in the US has added to concerns that the world's
largest polluter after China will not be able to meet its target of reducing emissions to 17% below
2005 by 2020. Beijing has already been criticised for its lack of ambition (EurActiv 28/07/10).
The researchers also reminded the climate negotiators of the task of closing loopholes that threaten
to further dilute the actual emission reductions.
One issue is "hot air", the billions of unused pollution credits accumulated by Russia, Ukraine and
other former communist states of Eastern Europe after the collapse of their economies in the 1990s,
which, if carried over to a post-2012 agreement, could drastically reduce the ambition of the current
pledges.
The research pointed out that Moldova, for instance, has asked for new hot air. Its pledge to cut
emissions to 25% below 1990 levels by 2020 would in fact triple Moldova's emissions, which are
currently 75% below 1990 levels. This would even exceed the emissions in Moldova's 'business as
usual' scenario, it said.
Another bone of contention is new rules on how emissions from forests will be accounted for.
"The coming talks in Bonn will focus on possible accounting rules for forests in developed countries.
These rules have significant implications on the stringency of the reduction pledges, creating one of
the so-called 'loopholes' in the system," said Michiel Schaeffer of Climate Analytics.
The researchers calculated that accounting options preferred by developed countries would bring
down the developed countries currently targeted emission reductions by five percentage points, from
the estimated 11-19% below 1990 levels.
The Intergovernmental Panel on Climate Change (IPCC) estimates that industrialised countries will
have to reduce their greenhouse gas emissions by 25-40% by 2020 to stand a fair chance of avoiding
catastrophic climate change.
Such reductions are still a long way off despite the mounting urgency given that large parts of
Europe, North America and China having been baking in sweltering summer temperatures (EurActiv
26/07/10).
A new 'State of the Climate in 2009' report said that global average surface and lower-troposphere
temperatures have been progressively warmer during the last three decades than all previous
decades.
It observed that key climate indicators such as land, ocean and air temperatures as well as sea levels
keep rising, making the 2000s the warmest decade on record.
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businessGreen.com
Businessgreen.com
02 August 2010
Academics warn of failing international carbon targets
Diplomats gathering in Bonn told that pledged emission targets fall well short of that
required to stabilise temperatures

A group of senior academics has today reiterated warnings that the
greenhouse gas emission reduction pledges put forward by
countries involved in international climate negotiations remain well
short of what is required to stand a reasonable chance of meeting
the stated goal of limiting temperature rises to less than 2ºC.
Timed to coincide with the opening of the latest round of UN-backed
climate change negotiations in Bonn, Climate Strategies, an independent network of international
climate academics hosted at the University of Cambridge, today released a new study analysing the
likely impact of those emissions targets for 2020 currently pledged by industrialised and developing
economies.
The report, entitled Analytic support to target-based negotiations, concludes that the pledged
targets announced by countries as part of the Copenhagen Accord are insufficient to drive the robust
price in the carbon market needed to peak emissions by 2020.
It warns that unless action is taken soon to deliver more ambitious cuts in greenhouse gas emissions,
future generations will have to achieve daunting cuts in emissions if there is to be any hope of
stabilising temperature increases at about two degrees above pre-industrial levels.
"There is clearly a discrepancy between agreements made by world leaders for reductions in
emissions by 2050 needed for the world to be on a 2ºC path, and the comparatively weak targets
pledged for 2020," said Murray Ward, who led the report. "The only way to square these two
outcomes is that future generations will have to make very deep reductions on a year-by-year basis
after 2020."
He added that many countries were guilty of ignoring the impact of the global recession on
greenhouse gas emissions, and as a result were likely to find it easier than they expected to meet
emission targets for 2020.
"Many of the existing pledges were set out before the full effects of the recession were realised," he
explained. "It is critical that countries provide the best and latest data estimates for all the key
variables that go into understanding exactly what level of effort is associated with their targets. This
is needed to set the basis for a collective strengthening of targets based on circumstances known
today, not those of early 2009 when many of the pledges emerged from capitals."
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Under the Copenhagen Accord agreement, industrialised countries signing up to the deal agreed to
announce carbon emission reduction targets for 2020, while developing economies agreed to set out
carbon action plans.
The deal was praised in some quarters for securing a commitment from the US to cut greenhouse gas
emissions by 17 per cent on 2005 levels by 2020, as well as pledges from large emerging economies
such as China and India to reduce emissions relative to GDP.
However, climate scientists, environmental groups and many smaller countries have consistently
maintained that the targets set out for 2020 will fail to ensure that global emissions peak within the
next 10 years, increasing the risks of dangerous levels of climate change.
The latest report will further increase pressure on the negotiators gathered in Bonn this week to push
for more ambitious emissions targets. A number of European nations including the UK are expected
to lead calls for more demanding targets, after confirming recently that they want to see the EU
upgrade its target for 2020 from a 20 per cent to a 30 per cent cut against 1990 levels.
However, any calls for more demanding targets are likely to falter following confirmation that the US
Senate has dropped plans for a climate change bill that would have made its proposed emissions
target legally binding.
http://www.businessgreen.com/business-green/news/2267466/scientists-warn-failing-climate

The New York Times
October 3 2010

Getting Past the Politics of Climate Change
AUSTIN, TX — The failure to reach a meaningful resolution on global climate change talks in
Copenhagen last December left many advocates of climate action badly disheartened.
But international negotiators have hardly given up. This week, U.N. climate talks are taking
place in Tianjin, China, which could help prepare for climate discussions in Cancun, Mexico,
at the end of the year. Another round of negotiations is scheduled for South Africa next
year.
Individual countries and regions, meanwhile, are continuing to reassert their commitments
to reducing greenhouse gas emissions — though the road to progress remains long and
difficult.
One of the notable global holdouts, the United States, is quietly poised to act. Efforts to
enact a ―cap-and-trade‖ policy in Congress to control greenhouse gas emissions have thus
far failed. But come January, an alternative system is set to begin: The Environmental
Protection Agency, a U.S. government body, is due to start regulating greenhouse gas
emissions.
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Some of the country‘s largest polluters will be required to include carbon dioxide and other
gases linked to climate change on their permit applications. Additional rules will come into
force over time.
The regulatory efforts, though modest at least initially, are politically incendiary, and they
could very well get held up.
Coal and other business groups, and even a few disgruntled states, have filed sternly
worded motions challenging the E.P.A.‘s actions and the science behind them, which draws
from the work of the Intergovernmental Panel on Climate Change, much vilified by the
American right after the 2009 ―Climategate‖ debacle, in which thousands of hacked e-mails
and documents reflected poorly on climate researchers‘ conduct.
The lawsuits are awaiting action from a three-judge panel at a U.S. District Court in
Washington, which will make a ruling about whether or not to stay the E.P.A.‘s hand.
Europe, for its part, is also adjusting its climate strategy. European nations are deliberating
about whether to strengthen their emissions-reduction target to 30 percent below 1990
levels by 2020.
The current target is a reduction of 20 percent; E.U. leaders would like any 30 percent
target to be contingent on serious climate action by other nations around the world.
The other big debate in Europe concerns how to allocate free trading allowances to
―exposed sectors,‖ like steel, which tend to suffer particularly from carbon pricing, according
to Michael Grubb, the chair of Climate Strategies and a senior research associate at
Cambridge University.
Of course, efforts to reduce greenhouse gases have been made easier by the global
economic doldrums of recent years. Emissions from businesses in the E.U. carbon-trading
program were down 11.6 percent last year compared with 2008, due in part to the
economy, as well as low prices for relatively clean natural gas — and, presumably, the
trading system itself.
In the United States, energy-related carbon-dioxide emissions fell 7 percent in 2009
compared with 2008, according to the Energy Information Administration. That was the
largest such drop, in absolute or percentage terms, since record-keeping began more than
60 years ago.
President Barack Obama says he remains committed to climate action, but he acknowledges
that fixing the U.S. economy has taken priority.
―During the past two years, we‘ve not made as much progress as I wanted to make when I
was sworn into office,‖ Mr. Obama told Rolling Stone magazine, in a lengthy interview last
week that was posted online.
―It is very hard to make progress on these issues in the midst of a huge economic crisis,
because the natural inclination around the world is to say, ‗You know what? That may be a
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huge problem, but right now what‘s a really big problem is 10 percent unemployment,‘ or
‗What‘s a really big problem is that our businesses can‘t get loans.‖‘
Mr. Obama added: ―One of my top priorities next year is to have an energy policy that
begins to address all facets of our over-reliance on fossil fuels.‖
The action by the Environmental Protection Agency has been fiercely contested, not only by
business groups but also by lawmakers. Some senators have pushed for legislation that
would stop or delay the E.P.A.‘s efforts to regulate greenhouse gas emissions. That fight,
while currently at a lull, is not over.
Most U.S. states are ready for the onset of climate regulations, according to the National
Association of Clean Air Agencies, which represents air-pollution control officials around the
country.
But there will still be significant obstacles. For example, Texas, the biggest greenhouse gas
emitter in the United States, is prepared to defy the regulations by refusing to ensure that
companies operating there comply.
In a letter this summer to the E.P.A., two top state officials wrote: ―We write to inform you
that Texas has neither the authority nor the intention of interpreting, ignoring or amending
its laws in order to compel the permitting of greenhouse-gas emissions.‖
As the back-and-forth plays out in the United States, Mr. Grubb of Cambridge University
predicted that other countries would stop counting on the United States to act decisively on
climate change.
―There has been a certain amount of hanging back, pending the hope of U.S. action,‖ he
said in an e-mail.
―I think that as countries slowly come to the terms with the apparent inability of the U.S. to
take serious action, they will be able to take a fresh look at how to move forward in ways
that work without the U.S.‖
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