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We dedicate this book to the future generations
who will bear the brunt of the effects of climate change.



Foreword

Climate change caused by greenhouse gas emissions presents an enormously difh-
cult problem to humanity. Unlike the first truly global problem of chlorofluoro-
carbon refrigerant emissions, which was resolved at little economic cost, reduction
of greenhouse emissions will not be cheap. Greenhouse gas reduction is a classic
“tragedy of the commons” problem with two nasty adjuncts. From the point of
view of the individual or nation, my activities producing emissions profit me, but
these emissions will in the future hurt everyone in an uneven way. The future aspect
raises the question, “What does the present owe the future?” The uneven aspect
raises the selfish issue of “My country can mitigate and adapt to the consequences.
Why should I care about what happens elsewhere?” In this context, can humanity
find a way to cooperate to reduce greenhouse gas emissions?

In order to attack this international economic problem, it is necessary to know
the existing international rules and institutions and to explore how they can be used
to address the problem or altered if they are obstructing its solution. The relation
between the present international landscape and addressing climate change is the
subject of this book.

Condon and Sinha have produced the definitive treatise on all legal and eco-
nomic issues that might be encountered in the context of climate change and
international relations. A significant part of the book explores the relationship
between local, national, and international efforts to reduce global carbon dioxide
emissions and the existing international system governing trade. This book care-
fully explores the international legal issues that could be encountered when indi-
vidual countries make efforts to reduce their own carbon emissions. Any country,
state, locality, or individual proposing an emissions reduction scheme would be
well advised to read it.

The scope of this book goes well beyond emissions control and international
economic regulation. Chapter 6 is a lucid exposition of the application of economic
theory to modeling the effects of climate change in the international context. For
several different reasons, the effect of climate change will affect different countries
in different ways. Thus all of the Maldives and major portions of Bangladesh are
very likely to go underwater. In countries like India, that have a large fraction of the
population dependent on subsistence farming, a small change in climate can have a
devastating effect. In countries that have many people who are very poor, a small
negative economic shift can create great suffering. Condon and Sinha combine all
such considerations to create a susceptibility index for countries, which can be
applied to prioritize international aid for mitigation efforts.

This book (Chapter7) describes how the finance industry can combine
with government to make cap-and-trade markets giving a historical account of
how the US SO2 market and the European CO2 market have functioned. Any
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mandatory emissions reduction scheme, of necessity, affects different industries and
regions disproportionately. In the SO2 market case, cap-and-trade proved highly
successful in reducing emissions, but after more than a decade, the Environmental
Protection Agency introduced a change that caused the cost of permits to escalate
with the result that several states successfully sued. The result of that lawsuit was
that the price of permits went to near zero effectively ending the program, but the
beneficial changes it produced persist.

Emissions reductions and mitigation will be expensive. The poor in less de-
veloped countries will be some of the most affected adversely by climate change;
the rich countries will be called upon to help them adapt. Chapter 8 describes the
existing international mechanisms for distributing such funds, but at present the
available funding is inadequate. Condon and Sinha propose that international
efforts can be financed in great measure by global elimination of fossil fuel
subsidies. If developed countries eliminated these subsidies, nearly USD 58 billion
would be freed yearly to develop lower emission energy sources while simultan-
eously significantly reducing emissions through higher fossil fuel prices. Many less
developed countries also subsidize fossil fuel consumption, and most of these
subsidies do not benefit their poor; the money thus freed will help but will not
be enough.

There are a number of people zealously devoted to combating the emissions
causing climate change. Before they can be effective, they must understand the
existing institutions of global economic governance in order to use them or change
them. Their self-education can be greatly helped by study of The Role of Climate
Change in Global Economic Governance.

Robert F. Curl

Pitzer-Schlumberger Professor of Natural Sciences Emeritus
University Professor Emeritus, Rice University

Nobel Prize in Chemistry in 1996



Preface

On January 11, 2013, the US Global Change Research Program released the
National Climate Assessment Development Advisory Committee Draft Climate
Assessment Report. The Committee coordinates federal research on changes in the
global environment and their implications for society. Thirteen US government
departments and agencies participate in the Research Program. The Executive
Office of the President of the United States oversees this program. The Draft
Report concludes that the evidence for a changing climate has strengthened
considerably since its last Climate Assessment Report of 2009. Most significantly,
the Draft Report concludes that observed climatic changes are having wide-ranging
impacts in every region of the United States and most sectors of its economy.
Climate change is no longer a future threat. It is happening now. This Draft Report
changes the tone of the climate change debate significantly. In an appendix to
Chapter 1, we reproduce the Draft Report’s Introduction, which is entitled “Letter
to the American People.” The Joint US-China Statement on Climate Change is
also significant, and notes “the overwhelming scientific consensus about anthropo-
genic climate change and its worsening impacts.”!

Climate change represents an unprecedented global challenge. Because climate
change raises scientific, economic, financial, social, political, and legal issues, it
requires interdisciplinary research. This book analyzes the challenges that climate
change poses for global economic governance, integrating economic, financial, and
legal perspectives. Our research reveals that several policies are misguided and some
are just plain backwards.

The division of countries into developed and developing is too simplistic to
address the complex issues that arise from climate change. If one is to categorize
countries according to their capacity for mitigation and adaptation, or according to
their vulnerability to climate change, then one must use a more sophisticated
categorization. We propose one.

The role of intellectual property rights with respect to technology dissemination
should be analyzed according to different types of technologies. They may create
obstacles to technology dissemination where plant varieties are concerned, which
has implications for the capacity of subsistence farmers to adapt to a more variable
climate. However, they are less likely to create obstacles to the diffusion of clean
energy technologies. Nevertheless, many developing countries insist that intellec-
tual property rights are an obstacle to the adoption of clean energy technologies,
while other developing countries agree to stricter intellectual property rights for
new plant varieties. These policy stances are backwards.

! Joint US—China Statement on Climate Change, Media Note, Office of the Spokesperson,
Washington, D.C., April 13, 2013 <http://www.state.gov/r/pa/prs/ps/2013/04/207465.htm> (ac-
cessed April 15, 2013).
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Developing countries insist that developed countries pay for climate finance.
However, subsidies for fossil fuels in developing countries are four times the
amount of climate financing that they seek for mitigation and adaptation actions.
In WTO subsidies law, the legality of clean energy subsidies is uncertain. At the
same time, WTO subsidies law permits Members to apply countervailing duties on
imports of clean energy technologies, which raises their cost. Lowering the cost of
fossil fuels, while increasing the cost of clean energy technologies, are also backward
policies.

These policy incongruencies need to be addressed if multilateral climate change
negotiations are to advance towards effective solutions. We hope that this book will
contribute to that end.

PowerPoint slides to accompany this book are available at <http://cdei.itam.mx/
medios_digitales/educacion.php#materiales>.

Bradly J. Condon
Tapen Sinha
Mexico City
April 15, 2013
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