
In  defence  of  nature-based
carbon markets

Voluntary markets for carbon offsets have recently come under
fire, with critics questioning the efficacy of contracts that
aim to reduce atmospheric carbon dioxide relative to what
would have happened in the contract’s absence. The biggest
concerns are about “nature-based” projects involving various
land-use changes – such as protecting forests, planting new
ones (afforestation), and so forth.
But these instruments’ imperfections are no secret. For well
over two decades, ecologists and foresters have been working
to develop more sophisticated methods to satisfy economists’
faith in market instruments, and they have made good progress.
Though offset schemes are still riddled with complexity, there
is no question that they pay for something that matters.
Imagine seeing what the atmosphere sees. The Intergovernmental
Panel on Climate Change’s Sixth Assessment Report provides an
outline of the planet’s carbon cycle, which makes evident the
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fundamental role of plants’ conversion of CO2 into cellulose
and back on a massive scale. Terrestrial photosynthesis alone
draws down 113bn tonnes of carbon every year. By comparison,
humanity added about 11bn tonnes of carbon to the atmosphere
last year.
The  problem,  of  course,  is  that  humans’  cumulative
contributions go in only one direction, whereas the carbon
captured  by  vegetation  is  normally  balanced  by  an  equal,
opposite  flow  from  plant  respiration  and  degradation.  By
interfering  with  the  climate  system,  we  have  thrown  this
balance off, adding a net flow of about 5.9bn tonnes to the
landscape and the ocean every year. In other words, the planet
is  drawing  down  only  half  of  what  we  inject  into  the
atmosphere.
Even a relatively small perturbation in this vast natural
cycle can reach an enormous scale. That is why nature is such
an attractive climate-mitigation option. Suppose we succeed in
eliminating  fossil-fuel  combustion.  Keeping  global  average
temperatures within 1.5C or 2C of pre-industrial levels will
still require substantial carbon removal. Estimates vary, but
they are on the order of 200-300bn tonnes removed by plants
before 2100.
Nor will the story end there. The atmosphere contains about
870bn tonnes of carbon in the form of CO2 (one-third of which
has been added since industrialisation), and the carbon cycle
connects  that  atmospheric  stock  to  vast  reservoirs.  The
largest is the ocean, which holds 900bn tonnes at the surface
and another 37tn tonnes deeper below. Terrestrial vegetation
and  soils  also  hold  about  2.15tn  tonnes,  and  permafrost
contains another 1.2tn. As far as the atmosphere is concerned,
losses from any of these reservoirs could easily exceed the
carbon we burn (from the 930bn tonnes that are sequestered in
fossil fuels).
Far from being a secondary concern, managing the stocks and
flows of carbon through the planet’s ecosystems is essential
to keeping the entire Earth system in balance. But to carry
out that task, we will need to think differently about the



landscape. Landscapes and seascapes are not just the backdrop
to our life. They are public infrastructure, and like all
infrastructure, they must be paid for and maintained.
Since the 19th century, however, we have known that paying for
infrastructure by rewarding its marginal benefit (as offsets
do for nature-based interventions) almost never covers the
total  cost.  Because  public-utility  infrastructure  like  a
highway or an airport tends not to command a high enough
marginal value, taxation must cover the rest. Whom to tax then
becomes the most important question.
To illustrate the point, consider Brazil, whose ecosystems
contain some 60bn tonnes of carbon in above-ground biomass.
One way to estimate how much this stock is worth is to assume
that we value carbon at a given price, say, $50 per tonne
(halfway between the price in the regulated European market
and  nature-based  offsets  in  voluntary  markets).  In  this
scenario, Brazil is home to ecosystems worth $10tn, which is
over six times the country’s GDP and far greater than the
value of its 13bn barrels of oil reserves.
Now, how much should the world pay Brazil to keep that forest
in trust for everyone? Assuming a 2% fee on the value of the
assets  (a  reasonable  rate  for  most  asset  managers),  the
country ought to receive $200bn per year. On those terms,
Brazil would almost certainly put a stop to deforestation in
the Amazon.
But here we run into a sad truth. There is simply no evidence
that the international community has any appetite to pay such
sums. In 2022, total overseas direct assistance amounted to
just $186bn. For years, rich countries have failed to honour a
2009 pledge of mobilising $100bn per year to help developing
countries adapt to climate change.
By thinking of natural assets not as infrastructure but as
service producers, we end up relying on the voluntary payments
companies make at the margin in exchange for “offsetting” some
other reduction that they cannot or will not carry out. But,
for all this mechanism’s shortcomings, at least it directs
some money – albeit a drop in the ocean – toward carbon-



landscape management.
Of  course,  additional  scrutiny  of  offsets  is  welcome  for
driving  improvements.  But  it  would  be  a  fatal  mistake  to
conclude that protecting forests or augmenting Earth’s carbon
sink is any less urgent than reducing fossil-fuel emissions.
Nature-based offsets traded in voluntary carbon markets should
be seen as merely a first step. In the end, we will need to do
“all  of  the  above”:  end  fossil-fuel  combustion,  maintain
ecosystems, and augment nature’s capacity to draw down carbon,
regardless of whether we can prove that such reductions would
not have happened anyway.
The  atmosphere  does  not  care  about  our  motivations,
counterfactuals,  or  moral  hazards.  All  it  sees  is  carbon
flowing in and out. Ecosystems store carbon and draw it from
the atmosphere at scales that matter. All of us – taxpayers,
consumers, and companies – must pay for this critical public
good. – Project Syndicate

Giulio Boccaletti, an honorary research associate at the
University of Oxford’s Smith School of Enterprise and
the Environment, is the author, most recently, of Water:
A Biography (Vintage, 2022).

Biden’s Landmark Climate Bill
Lures  China’s  Clean  Energy
Giants
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hina’s leading renewables firms are joining the rush to open
factories in the US after Washington passed a landmark climate
bill that supports local clean energy manufacturing.

Some of the nation’s top solar panel makers are involved in
setting up American plants, while the Chinese company that
makes the world’s largest wind turbine, Ming Yang Smart Energy
Group Ltd., is exploring whether to establish production and
research facilities there.

The  building  boom  underscores  how  the  US  has  rebuilt  its
credentials as a cleantech manufacturing hub after last year’s
Inflation Reduction Act. The bill, a signature achievement for
the  Biden  administration,  includes  $374  billion  in  new
climate-related  spending.  That’s  drawn  the  attention  of
China’s  world-leading  renewables  industry  despite  deepening
tensions between the two governments.

“The  US  is  working  on  low-carbon,  green  development,  has
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plans, and has introduced many good policies and mechanisms —
it is very attractive,” Ming Yang Chairman Zhang Chuanwei said
in an interview last week at the Boao Forum for Asia on the
island of Hainan, an event dubbed as China’s version of Davos.

The company hasn’t announced any US plans yet, but three of
its clean energy peers are in the process of building their
presence there: JA Solar Technology Co. in Arizona, Longi
Green Energy Technology Co. in Ohio, and Jinko Solar Co. in
Florida.

Chinese solar firms dominate global panel production, but have
been stymied from shipping to the US because of a series of
trade disputes and allegations of human rights abuses, which
China has denied. Some of the firms have moved to expand
exports from plants in southeast Asia to navigate curbs on US
trade.

Biden’s climate policy is designed to boost domestic cleantech
industries and reduce America’s reliance on imports. The bill
extends to encouraging foreign firms to set up shop in the US,
sparking a wave of new factory announcements since it was
passed in August. But Chinese companies have been reticent
about publicizing their investments.

That’s due to Washington’s increasingly adversarial approach
to Chinese firms, according to Li Junfeng, managing director
of the China Energy Research Society, a government-affiliated
think  tank.  He  cited  the  scrutiny  faced  by  battery
maker Contemporary Amperex Technology Co. over its recent tie-
up  with  Ford  Motor  Co.,  as  well  as  the  furor  linked  to
national security concerns that has erupted over social-media
platform TikTok.

That’s left Chinese companies fearing they won’t get the same
treatment as their South Korean or European counterparts, Li
said.

“It isn’t enough for the US to just introduce the IRA bill. It
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needs  to  give  a  clear  expectation  that  companies  will  be
treated equally,” he said. “If one day it says that solar
panels are also national security issues, we won’t be able to
talk reasonably anymore.”

Cleantech is assuming a strategic importance as it becomes the
world’s biggest source of new energy. China’s advantage means
that governments elsewhere are trying to chip away at its
dominance by carving out their own supply chains. But Beijing
is fighting its corner, albeit in ways that could undercut the
industry’s pleas for fair treatment from US authorities.

The Chinese government has launched its own probe of the CATL-
Ford deal, to ensure the battery giant’s core technology isn’t
handed  over  to  the  US  carmaker.  It’s  also  considering
an export ban that would help maintain its substantial lead in
solar manufacturing.

Li said the proposed solar ban is only a draft, and has met
objections from some companies. China has spent over 20 years
building the world’s best solar industry, but it needs to
balance local manufacturing capabilities with maintaining a
robust global supply chain, he said.

China is scared of being cut off from key technologies, but
other countries have the same fear, Li said. One answer is to
“encourage Chinese companies to build factories abroad.”

Trade Barriers
Trade barriers in countries such as the US and India are
raising  the  cost  of  clean  energy,  Gao  Jifan,  chairman  of
another Chinese firm, Trina Solar Co., told a panel at the
Boao Forum. “We should build a mechanism that makes everybody
feel safe, instead of building barriers,” he said.

Clean energy equipment should be manufactured where the cost
is lowest, and it should be traded around the globe without
any  obstacles,  Gao  said.  Trina  is  also  willing  to  build
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manufacturing capacity in the US, as well as Europe given the
supportive policies there, he said.

Ming  Yang’s  Zhang  said  the  company  could  buy  parts  and
equipment from local firms if it does decide to set up in
America. And the nation’s infamously hurricane-prone coastal
areas will also benefit from deploying its turbines because
they’re designed to resist extreme winds.

“The US, like China, is a massive renewable energy market,” he
said. “We are willing to enter the US, and we hope that the US
will create a fair, inclusive, and predictable environment.”

The  High  Cost  of  Carbon
Pricing

Amid the growing enthusiasm for carbon border taxes, Western
policymakers have largely ignored the negative impact on the
world’s  poorest  countries.  For  carbon-pricing  policies  to
succeed, developed countries must show their commitment to
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shared prosperity by enabling knowledge-sharing and fostering
equitable climate finance.

NEW DELHI – Carbon pricing is all the rage these days, at
least in the developed world. But while global leaders and
experts – most of them from rich countries – increasingly
embrace the idea of putting the “right price” on carbon, the
concept  remains  vague  and  ill-defined.  Worse,  its  growing
acceptance and increasingly protectionist bent may have the
perverse effect of impeding efforts to decarbonize the global
economy.

The idea of carbon pricing seems like a no-brainer. Meeting
even the least ambitious climate goals requires decarbonizing
developed  and  developing  economies  alike.  Changing  the
relative prices of carbon-intensive activities would encourage
investors  to  finance  renewable  sources  of  energy  and  the
technological innovation needed to achieve net-zero emissions.

Fossil fuels account for most of the world’s greenhouse-gas
emissions, so hydrocarbons seem like a good place to start.
But how? Should policymakers consider the relative price of
fossil fuels, or production based on consuming them?

The two most commonly discussed forms of carbon pricing – cap-
and-trade schemes and carbon taxes – are based on the carbon
intensity of production. A cap-and-trade system is designed to
limit greenhouse-gas emissions by dividing the total target
amount into allowances that can be traded among high and low
emitters. While this supposedly establishes a market price for
carbon dioxide emissions, it does not consider their negative
social  and  environmental  externalities.  A  carbon  tax,  by
contrast, sets a price on carbon by taxing emissions-heavy
activities.

But these two models reflect a very narrow (and possibly even
distorted)  view  of  how  carbon  should  be  priced  into  the
economic system. A 2017 report by the High-Level Commission on



Carbon Prices, chaired by Joseph E. Stiglitz and Nicholas
Stern, provided a much more nuanced analysis. In addition to
cap-and-trade  and  carbon  taxes,  the  report  recommended
reducing or eliminating fossil-fuel subsidies and creating new
financial incentives for low-carbon projects; offsetting the
negative distributional impact of carbon pricing by using the
proceeds to finance policies to protect poor and vulnerable
populations; and complementary policies, such as investment in
public transport and renewable power. Perhaps most important,
the  authors  noted,  countries  must  be  able  to  choose
instruments that fit their specific circumstances, resources,
and needs.

Amid the growing enthusiasm for carbon pricing and border
adjustment  measures,  policymakers  and  experts  have  largely
ignored  these  points.  The  European  Union’s  Carbon  Border
Adjustment Mechanism is a case in point. When the CBAM takes
effect in October, it will impose a tax on carbon-intensive
imports in order to “put a fair price on the carbon emitted
during  the  production  of  carbon-intensive  goods  that
are entering the EU” and to “encourage cleaner industrial
production in non-EU countries” (emphasis added).

The CBAM will initially apply to imports of cement, iron and
steel, aluminum, fertilizers, electricity, and hydrogen. At
first,  firms  will  simply  have  to  report  the  (direct  and
indirect) emissions embedded in the goods they import. But,
beginning  in  2026,  the  EU  will  impose  tariffs  on  these
emissions based on the weekly average auction price of cap-
and-trade allowances.

The stated purpose of this measure is to eliminate so-called
“carbon leakage” and ensure that the EU’s climate efforts are
not undermined by production moving to countries with lower
emission standards. Effectively, it protects European firms
from competitors in such countries.

By taxing imports to the EU, the CBAM imposes on exporters in



other  countries  the  nearly  impossible  task  of  measuring
emissions. Most developing countries (and many developed ones)
lack granular data on firm-specific emissions, not to mention
the ability to track the emissions of all the inputs used.
Even if such data were available, the costs of collecting and
analyzing  it  over  time  would  be  enormous.  As  the  United
Nations Conference on Trade and Development noted in 2021, the
CBAM  attempts  “to  impose  on  developing  countries  the
environmental  standards  that  developed  countries  are
choosing.”

The EU wants to be viewed as a global leader on climate
change, but it is difficult to see the CBAM as anything but a
protectionist device. While the CBAM purports to encourage
countries outside the bloc to reduce emissions by imposing
their  own  carbon  taxes,  the  EU  has  done  nothing  to  help
exporting  countries  attract  new  green  investment  or  gain
access  to  new  technologies.  In  fact,  it  has
persistently  reneged  on  its  (paltry)  promises  on  climate
finance and the commitments European leaders made as part of
the  1992  Rio  Agreement,  restricting  access  to  green
technologies  controlled  by  EU-based  companies.

For decades, advanced economies have exported their emissions
to  developing  countries  by  offshoring  carbon-intensive
production and then importing those goods. Now that greener
technologies  are  available  to  (and  largely  controlled  by)
Western  companies,  developed  countries  promote  reshoring
without sharing knowledge or finance, thereby undermining low-
and middle-income countries’ economic prospects and ability to
achieve a green transition.

In  February,  Republican  US  Senator  Bill  Cassidy  said  he
would unveil an emissions tariff bill in the coming months,
following similar proposals by Senate Democrats. Meanwhile,
lawmakers on both sides of the Atlantic have done little to
limit fossil-fuel production and trade – by far the biggest
sources of CO2 emissions. The CBAM does not cover trade in



fossil fuels, and neither would the proposed tariffs in the
United States. If decarbonization is the real goal, rather
than  protecting  domestic  industries,  then  regulation  and
reducing direct and indirect fossil-fuel subsidies are far
more promising policies.

For  carbon  pricing  to  succeed,  developed  countries  must
demonstrate their commitment to shared prosperity by enabling
knowledge-sharing and fostering equitable climate finance. If
they  continue  to  focus  on  border  taxes  on  goods  produced
(mostly) in developing countries, their carbon-pricing efforts
will fail. Worse, they will exacerbate global inequality and
reinforce the perception that all their lofty rhetoric about
the need for international cooperation to fight climate change
is merely a fig leaf for cynical and self-serving policies.

Climate, ice sheets and sea
level: The news is not good
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PARIS – Parts of earth’s ice sheets that could lift global
oceans by metres will likely crumble with another 0.5 deg C of
warming, and are fragile in ways not previously understood,
according to new research.

The risk, which will play out over centuries, may also be
greater than expected for a significant portion of the world’s
population in coastal regions.

New research suggests that the number of people threatened by
sea-level rise has been underestimated by tens of millions
because of poorly interpreted satellite data and a lack of
scientific resources in developing countries.

Ice sheets in Greenland and Antarctica have shed more than
half a trillion tonnes annually since 2000 – six icy Olympic
pools every second.

These kilometres-thick ice cubes have replaced glacier melt as
the  single  biggest  source  of  sea-level  rise,  which  has
accelerated three-fold over the last decades compared with
most of the 20th century.
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A 20cm increase since 1900 has boosted the destructive wallop
of ocean storms made more powerful and wide-ranging by global
warming, and is driving salt water into populous, low-lying
agricultural deltas across Asia and Africa.

Up to now, climate models have underestimated how much ice
sheets will add to future sea-level rise because they mostly
looked at the one-way impact of rising air temperatures on the
ice, and not the complicated interaction between atmosphere,
oceans, ice sheet and ice shelves.

Using so-called active ice sheet models, scientists from South
Korea and the United States projected how much ice sheets
would  raise  global  oceans  by  2150  under  three  emissions
scenarios: swift and deep cuts as called for by the United
Nation’s Intergovernmental Panel on Climate Change, current
climate policies, and a steep increase in carbon pollution.

Looking only at a 2100 horizon is misleading, because oceans
will continue to rise for hundreds of years no matter how
quickly humanity draws down emissions.

If rising temperatures – up 1.2 deg C above pre-industrial
levels so far – can be capped at 1.5 deg C, the additional
impact of ice sheets will remain very small, they found.

Doomsday glacier
But under current policies, including national carbon-cutting
pledges  under  the  2015  Paris  Agreement,  Greenland  and
Antarctica  would  add  about  half  a  metre  to  the  global
watermark.

And if emissions increase – from human or natural sources –
under a “worst-case” scenario, enough ice would melt to lift
oceans 1.4m.

Perhaps the most striking finding from the study, published
this week in Nature Communications, was a red line for runaway



ice sheet disintegration.

“Our model has a threshold between 1.5 deg C and 2 deg C of
warming – with 1.8 deg C as a best estimate – for acceleration
of  ice  loss  and  sea-level  increase,”  co-author  Fabian
Schloesser from the University of Hawaii told Agence France-
Presse.

Scientists  have  long  known  that  the  West  Antarctic  and
Greenland ice sheets – which together could lift oceans 13m –
have “tipping points” beyond which complete disintegration is
inevitable, whether in centuries or millennia. But pinpointing
these temperature trip wires has remained elusive.

A pair of studies this week in Nature, meanwhile, showed that
Antarctica’s Thwaites “doomsday glacier” – a slab the size of
Britain sliding towards the sea – is fracturing in unsuspected
ways.

Thwaites  is  one  of  the  fastest  moving  glaciers  on  the
continent, and has retreated 14km since the 1990s. Much of it
is below sea level and susceptible to irreversible ice loss.

But exactly what is driving the march to the sea has been
unclear for lack of data.

Misinterpreted data
An  international  expedition  of  British  and  US  scientists
drilled a hole the depth of two Eiffel towers (600m) through
the thick tongue of ice Thwaites has pushed out over the
Southern Ocean’s Amundsen Sea.

Using sensors and an underwater robot, called Icefin, threaded
through  the  hole,  they  examined  the  ice  shelf’s  hidden
underbelly.

There was less melting than expected in some places, but far
more in others.



The  stunned  scientists  discovered  up-side-down  staircase
formations  –  like  an  underwater  Escher  drawing  –  with
accelerated erosion, along with long fissures being forced
open by sea water.

“Warm water is getting into the cracks, helping wear down the
glacier at its weakest point,” said Dr Britney Schmidt, lead
author of one of the studies and an associate professor at
Cornell University in New York.

A  fourth  study,  published  last  week  in  the  American
Geophysical Union journal Earth’s Future, found that rising
oceans will destroy farmland, ruin water supplies and uproot
millions of people sooner than thought.

“The  time  available  to  prepare  for  increased  exposure  to
flooding may be considerably less than assumed to date,” Dutch
researchers Ronald Vernimmen and Aljosja Hooijer concluded.

The new analysis shows that a given amount of sea-level rise –
whether  30cm  or  300cm  –  will  devastate  twice  the  area
projected  in  most  models  to  date.

Remarkably, a misinterpretation of data is mostly to blame:
Radar measurements of coastal elevations used until recently,
it turned out, often mistook tree canopy and rooftops for
ground level, adding metres of elevation that were not in fact
there.

Most vulnerable will be tens of millions of people in the
coastal  areas  of  Bangladesh,  Pakistan,  Egypt,  Thailand,
Nigeria and Vietnam.

Earlier research taking into account more accurate elevation
readings found that areas currently home to 300 million people
will be vulnerable by mid-century to flooding made worse by
climate  change,  no  matter  how  aggressively  emissions  are
reduced. AFP



The  global  climate  finance
challenge

The world will not avoid dangerous levels of climate change
without a significant increase in investment. This commentary
presents  three  priorities  for  climate  finance  for  the
achievement of Paris targets and protection of the world’s
most vulnerable communities.

The dust has now settled after the United Nations climate
change conference (COP27) in Egypt, but there are still many
unanswered questions about how to finance emissions reductions
and adaptation. The world will not avoid dangerous levels of
climate change without a significant increase in investment in
developing countries. If these countries lock in dependency on
fossil fuels and dirty technologies, they will be largest
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source of emissions growth in the coming decades.

Fortunately, such investment can not only reduce emissions and
build resilience; it can also drive a new form of growth and
development that is much more attractive than the dirty and
destructive paths of the past. It is therefore in developed
countries’ own interests to help these countries accelerate
the  transition  to  sustainable,  inclusive  and  resilient
economies.

We were commissioned by the Egyptian COP27 Presidency and the
British COP26 Presidency to conduct an independent analysis of
the financing that developing countries (other than China)
will need by 2030 in order to realize the goals outlined in
the Paris climate agreement. Our report, published during the
first week of COP27, concluded that these countries’ annual
investment in climate action needs to increase immediately,
from about $500 billion in 2019 to $1 trillion by 2025 – and
to  $2.4  trillion  by  2030.  That  investment  will  not  only
deliver on the Paris Agreement; it will also drive this new
form of growth and advance progress toward achieving the UN
Sustainable Development Goals.

We identified three investment priorities for climate finance.
First,  financing  should  go  toward  accelerating  the  energy
transformation, particularly the deployment of renewables, as
this is essential to keeping the Paris Agreement’s targets
within reach.

Second, we need increased investments in resilience to protect
lives and livelihoods – particularly among the world’s poorest
communities – against the increasingly devastating effects of
climate  change,  as  well  as  effective,  properly-funded
mechanisms for addressing Loss and Damage (defined as costs
that cannot be prevented by mitigation or adaptation).

And  third,  we  urgently  need  to  enhance  biodiversity  and
conserve the ecosystems on which we all depend. Investments in
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nature  represent  vital  contributions  to  both  resilience-
building and emissions reductions.

About half the financing for these investments could be met
from  domestic  public  and  private  sources  in  developing
countries, and an additional $1 trillion or so per year could
come from outside sources. While public sources of finance,
both internal and external, will be essential, the largest
share can come from the private sector, which will invest in
order to secure attractive returns from the growing market for
zero-emissions  and  climate-resilient  goods  and  services,
provided that the risks can be reduced and managed.

A stronger partnership between the private and public sectors
can unlock new investment opportunities, manage risk, reduce
the cost of capital and mobilise the necessary financing at a
much larger scale. But this funding must come from the right
kinds  of  sources,  such  as  philanthropic  foundations,  the
International  Monetary  Fund’s  special  drawing  rights  (the
IMF’s reserve asset), or the sale of carbon credits.

Furthermore,  grants  and  low-interest  loans  by  developed-
country governments should increase from $30 billion in 2019
to $60 billion in 2025. This funding will represent only a
small share of the overall sums required, and it should be
carefully  targeted  at  priorities  that  will  not  attract
significant investments from the private sector. To put this
in perspective, $60 billion would represent only about 0.1% of
developed countries’ projected economic output in 2030, or
about 0.7% of the $9 trillion that rich countries allocated
over the past two years to cope with COVID-19.

Finally, the World Bank and other multilateral development
banks have a critical role to play in achieving the Paris
targets. Their annual investments in climate action will need
to triple to $180 billion by 2025, from about $60 billion
today, to realise co-financing with the private sector on the
necessary  scale,  combined  with  support  for  public
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infrastructure.

The  decision  at  COP27  to  create  new  Loss  and  Damage
funding arrangements recognises that additional investment by
developed-country  governments  is  needed  to  help  developing
countries to limit the harm from more frequent and severe
extreme-weather events, rising sea levels, desertification and
other  climate-driven  problems.  All  countries  are  already
suffering Loss and Damage from climate change, but the social
and economic consequences can be far more devastating for
developing  countries,  which  face  not  only  repair  and
reconstruction costs but also severe reductions in economic
output, employment and living standards.

Loss  and  Damage  also  increases  the  risk  that  people  in
vulnerable and highly exposed parts of developing countries
will be forced to migrate, further jeopardising social and
political  stability.  If  poor  countries  can  become  more
resilient to climate impacts, and can recover from them more
quickly and effectively, they will be able to invest more in
low-carbon development and they will pose less of a risk to
regional  and  global  security  and  stability.  Again,  while
developing  countries  have  long  argued,  with  justification,
that  rich  countries  should  provide  separate  financing  to
developing countries as compensation for the Loss and Damage
related to past emissions, doing so is also in rich countries’
interest.

The 2020s are the crucial decade in the fight against climate
change. Further delay would be profoundly dangerous. But all
countries  will  need  to  advance  the  transition  to  carbon
neutrality. The rich world must not only do much more to
reduce its own emissions. It must also generate the financing
needed  to  help  others  and  to  protect  the  world’s  poorer
countries from a problem they did not create.
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Green  power  is  the  first
domino

As world leaders convene at the UN Climate Change Conference
(COP27), it is obvious to all that bolder action is needed to
avert disaster. The UN warns that global efforts to reduce
greenhouse-gas (GHG) emissions remain insufficient to limit
temperature  increases  to  1.5C,  relative  to  pre-industrial
levels.
To  meet  this  target,  decarbonising  the  power  sector  is
critical. Electricity accounts for about 25% of the world’s
GHG  emissions,  and  it  also  will  play  a  critical  role  in
decarbonising  other  sectors,  such  as  buildings,
transportation, and manufacturing. The challenge, then, is to
achieve  “24/7  carbon-free  energy”  (24/7  CFE):  the  total
elimination of carbon from the electricity sector – at every
hour of every day, in every grid around the world.
Research in the United States and Europe has shown that 24/7
CFE strategies have a greater impact on the decarbonisation of
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electricity systems than the current practice of purchasing
electricity from renewable sources to match annual consumption
patterns.  Recent  International  Energy  Agency  modelling  for
India and Indonesia shows that hourly matching strategies lead
to  more  diverse  technology  portfolios,  with  the  clean,
dispatchable  generation  and  storage  needed  for  net-zero
transitions in the power sector. Critically, this approach
helps electricity systems shift away from fossil fuels by
accelerating  uptake  of  the  full  suite  of  carbon-free
technologies needed to deliver around-the-clock clean power.
Decarbonising energy systems worldwide is possible, but it
will require collective action to accelerate the development
and  deployment  of  advanced  clean-energy  technologies.  New
investments,  supportive  public  policies,  and  partnerships
among stakeholders are all part of the solution. That is why
the UN, Sustainable Energy for All (SEforALL), Google, and a
diverse group of signatories launched the 24/7 CFE Compact in
2021. The compact represents a growing global community of
stakeholders  that  are  committed  to  providing  the  support,
tools, and partnerships needed to make 24/7 CFE a reality
everywhere.
Among the most recent to join the 24/7 CFE Compact is the
Scottish government. “Scotland was the first country in the
United Kingdom to declare a climate emergency, and indeed
among the first in the world to recognise the importance of
taking  immediate  and  bold  action,”  notes  Scottish  First
Minister Nicola Sturgeon. “Governments must hold themselves to
account in limiting global temperature rise to 1.5C. We are
committed to putting accountability at the centre of all that
we do. Our position is clear that unlimited extraction of
fossil fuels is not consistent with our climate obligations.”
Similarly,  just  last  month,  Google  and  C40,  a  network  of
almost  100  cities,  launched  a  first-of-its-kind  24/7  CFE
programme focusing on regional electricity grids. With urban
areas accounting for over half the world’s population and more
than 70% of global carbon dioxide emissions, cities have a
critical role to play in driving the changes needed to tackle



the climate crisis.
Developing and emerging economies will need more energy to
bridge energy-access gaps, and to support economic growth and
development. But as capacity expands, it must be clean. A 24/7
CFE approach can serve both purposes, providing both greater
access and cleaner energy. We therefore must move faster to
make 24/7 CFE cheaper and more accessible globally. According
to the latest IEA data, the number of people living without
electricity will rise by almost 20mn in 2022, reaching nearly
775mn. Most of that increase will be in Sub-Saharan Africa,
where  the  size  of  the  cohort  lacking  access  has  nearly
returned to its 2013 peak.
The  world  cannot  achieve  net-zero  emissions  without  first
ensuring  universal  electricity  access.  That  will  require
annual investments of at least $30bn – two-thirds of which
will need to go to Sub-Saharan Africa – between now and 2030.
Fortunately, not only is 24/7 CFE a moral imperative, but it
also represents the most cost-effective option for connecting
underserved populations.
Many of these populations will otherwise continue to rely on
dirtier sources of energy. Small island developing states such
as Nauru, Palau, the Bahamas, and Trinidad and Tobago, for
example, all have electricity grids that depend heavily on
inefficient,  carbon-intensive  technologies  such  as  diesel
generators. These countries’ experience shows why 24/7 CFE
must not be framed merely as a European or North American
issue. It is a global one, and it has become increasingly
urgent for developing countries on the front lines of climate
change.
Implementing 24/7 CFE strategies globally will require not
only funding but also measures to scale up the deployment of
advanced  technologies,  to  create  more  favourable  market
conditions, and to share best practices and data. If we can
fully decarbonise our grids, the rest of the green transition
should become cheaper and easier.
The 24/7 CFE Compact provides an opportunity to drive the
much-needed policy change, investment, and research in this



crucial  next  phase  of  climate  action.  We  invite  all
governments, companies, and organisations to join us and help
chart a more sustainable path toward a net-zero future. –
Project Syndicate

COP27: Financing for climate
?damages gets a foot in the
door

AFP/Sharm El-Sheikh

UN climate negotiations yesterday offered a sliver of hope and
“solidarity” for developing countries battered by increasingly
costly impacts of global warming, in agreeing to discuss the
thorny issue of money for “loss and damage”.
Countries least responsible for planet-heating emissions — but
hardest hit by an onslaught of weather extremes — have been
ramping  up  the  pressure  on  wealthy  polluting  nations  to
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provide financial help for accelerating damages.
But in a sign of how contentious the issue is among richer
nations fearful of open-ended climate liability, the issue was
only added to the formal agenda to the UN’s COP27 climate
summit in the Egyptian resort town of Sharm el-Sheikh after
two days of last-ditch negotiations.
This  “reflects  a  sense  of  solidarity  and  empathy  for  the
suffering  of  the  victims  of  climate  induced  disasters,”
Egypt’s Sameh Shoukry, the COP27 president, said to applause.
At last year’s UN summit in Glasgow, the European Union and
the United States rejected calls for a separate financial
mechanism.
Instead, negotiators agreed to start a “dialogue” extending
through 2024 on financial compensation.
The issue has grown ever more urgent in recent months as
nations were slammed by a crescendo of disasters, such as the
massive flooding that put a third of Pakistan under water in
August.
Senegal’s  Madeleine  Diouf  Sarr,  who  represents  the  Least
Developed  Countries  negotiating  bloc,  said  climate  action
across the board had been far too slow.
“Lives are being lost. Climate change is causing irreversible
loss and damage, and our people carry the greatest cost,” she
said, adding that an agreement on funding arrangements must be
reached in Egypt.
Appeals for more money are bolstered by a field known as event
attribution science, which now makes it possible to measure
how much global warming increases the likelihood or intensity
of an individual cyclone, heat wave, drought or heavy rain
event.
“Today,  countries  cleared  an  historic  first  hurdle  toward
acknowledging and answering the call for financing to address
increasingly severe losses and damages,” said Ani Dasgupta,
head of the World Resources Institute, a climate policy think
tank.
But he said that getting negotiators to agree to discuss the
issue was only an initial step.



“We still have a marathon ahead of us before countries iron
out a formal decision on this central issue for CO27,” he
said.
Wrangling  over  loss  and  damage  has  unfolded  against  the
backdrop of an unmet promise by rich nations to provide $100bn
a year starting in 2020 to help the developing world green
their  economies  and  anticipate  future  impacts,  called
“adaptation”  in  UN  climate  lingo.
That funding goal is still $17bn short. Rich nations have
vowed to hit the target by the end of 2023, but observers say
the issue has severely undermined trust.
The UN Environment Programme has said the goal – first set in
2009  – has not kept up with reality, and estimates that
funding to build resilience to future climate threats should
be up to 10 times higher.
Meanwhile, countries are far off track to reach the Paris deal
goal of limiting global warming to 1.5 degrees Celsius.
The UN says the world is currently heading to 2.8C of warming,
or a still-catastrophic 2.4C even if all national pledges
under the Paris treaty are fulfilled.
Depending on how deeply the world slashes carbon pollution,
loss and damage from climate change could cost developing
countries $290-580bn a year by 2030, reaching $1-1.8tn in
2050, according to the Grantham Research Institute on Climate
Change and the Environment in London.
The World Bank has estimated the Pakistan floods alone caused
$30bn in damages and economic loss. Millions of people were
displaced and two million homes destroyed.
Simon Stiell, the UN’s climate change executive secretary,
said vulnerable countries are “tired” and “frustrated”.
“Here in Sharm el-Sheikh we have a duty to speed up our
international efforts and turn words into action to catch up
with their lived experience,” he said.
Up to now, poor countries have had scant leverage in the UN
wrangle over money. But as climate damages multiply, patience
is wearing thin.
The AOSIS negotiating block of small island nations told AFP



that they would like to see the details for a dedicated loss-
and-damage fund worked out within a year.
“There’s not enough support for us to even to begin to prepare
for the loss and damage that we are expected to face,” said
AOSIS lead negotiator on climate finance Michai Robertson.

China  is  doubling  down  on
coal  despite  its  green
ambitions

Bloomberg / Beijing

China  is  building  a  vast  array  of  new  coal-fired  power
stations, potentially more than the operating capacity of the
US, even though it knows the plants will probably never be
fully used.
The  puzzle  of  why  the  world’s  leading  installer  of  clean
energy is investing so much in the worst polluting — and
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increasingly  expensive  —  fossil  fuel  shows  the  depth  of
Beijing’s concern over the global squeeze in energy supplies.
But it also reflects planning for a gradual relegation of
coal’s role, from prime power source to a widely available but
often  idle  backup  to  China’s  rapidly  expanding  renewables
fleet.
Work on at least 165 gigawatts of plants powered by coal
should begin by the end of 2023, the National Development and
Reform Commission told executives at a meeting in September,
according to state-backed Jiemian News. The chairman of China
Energy Engineering Corp, meanwhile, has forecast the country
could add a total of 270 gigawatts in the five years to 2025 —
more than currently exists in any other nation.
New coal permits have already increased, and while the final
extent of the ramp-up isn’t known, adding 270 gigawatts could
cost 568bn to 766bn yuan ($79bn to $106bn), according to a
calculation based on BloombergNEF data. Excluding China, the
rest of the world’s pipeline of coal power projects stands at
about 101 gigawatts, data compiled by Global Energy Monitor
show.
China’s strategy is designed to avoid the pitfalls that have
hobbled parts of the US and Europe, which stopped investing in
fossil fuel production and infrastructure before renewables
were ready to take over. That’s led to an over-reliance on
imports in some places, and in others a dependence on grids
that can fall prey to the unreliability of sunshine and wind.
At the recent party congress, President Xi Jinping laid out
how China’s energy transition would be different by following
“the principle of building the new before discarding the old.”
In practice, that means adding both clean power and more coal
to try and eliminate economy-crippling power shortages and
create a buffer against volatile global fuel prices, while at
the same time advancing the country’s long-term climate goals.
As China’s economy grows, it requires ever more power, and it
has said it plans to peak coal consumption only by the middle
of the decade.
But even as new plants are built, the intention is for them to



be  used  less  and  less  as  they’re  displaced  by  increasing
amounts of clean energy.
In  the  context  of  global  energy  insecurity,  it’s  not
surprising that China would ramp up its coal capacity, said
Yan Qin, an analyst in Oslo, Norway, at Refinitiv. “But the
push to add more clean energy to the grid hasn’t slowed down,
meaning that growing renewables will squeeze the running hours
of coal plants,” she said.
The plan carries big risks. Coal financiers are directing
capital  to  investments  that  are  almost  designed  to  be
stranded. If they protest because their projects are being
underutilised,  it  could  slow  the  decarbonisation  of  the
planet’s worst polluter. And the world’s carbon budget is
finite, which means that any coal burned at all in China
increases the chances of missing targets to avoid catastrophic
warming.
The  NDRC’s  proposal  is  already  facing  some  pushback  from
utilities and local lenders, according to a person familiar
with the matter. Many coal power generators are losing money
amid high fuel prices and aren’t enthusiastic about funding
and running plants that would only be used during times of
peak  demand,  the  person  said,  declining  to  be  identified
because the talks are private.
Still, it’s clear that the regulator’s tone on coal power has
changed since last year’s energy crisis, according to the
person. More plants will be built in areas that are reliant on
hydropower, and near the massive wind and solar farms being
built in the desert interior, to ensure reliable supply when
intermittent renewables generation stalls, the person said.
China is also making efforts to lessen the burden on coal
power generators, in large part by leaning on miners to boost
output to record levels and keep the Chinese market well below
sky-high international prices. The government has also given
utilities  leeway  to  charge  higher  rates  to  industrial
customers. And, it’s making progress in developing a mechanism
that  would  compensate  coal  plants  that  sit  idle  while  on
backup duty, Refinitiv’s Qin said.



In any case, the rate at which clean energy is added will
probably be more instructive than power plant spending in
determining when coal burning starts to dwindle, said Dave
Jones, a lead analyst at the climate think tank Ember in
London.
Once  renewables  are  installed  they’re  basically  free  to
produce, which means they’ll be prioritised over coal. The
moment that new clean energy generation outpaces new power
demand is when coal use begins to fall, he said.
China is by far the world’s largest renewables market, and its
expansion continues to accelerate. Spending in the first half
of this year more than doubled to $98bn, compared to $12bn in
the  US.  As  wind,  solar  and  hydropower  all  charted  strong
growth  over  the  period,  mostly  coal-based  thermal  power
generation dropped 3.5%.
Although  the  historic  drought  in  the  summer  curtailed
hydropower so much that coal is back on track for a year-on-
year  increase,  it  won’t  be  long  before  new  clean  energy
capacity puts the fuel into permanent decline, Jones said.
“There is so much wind and solar being built and generating
clean electricity,” he said. “As long as China’s not inventing
a whole new use for thousands of terrawatt-hours of power,
then from a demand perspective it’s got to be reducing coal
power, because there’s nowhere else for that electricity to
go.”

No  security  without  climate
security

https://euromenaenergy.com/no-security-without-climate-security/
https://euromenaenergy.com/no-security-without-climate-security/


By Anne-Marie Slaughter/ Washington, DC

In July, CIA Director William Burns gave a 45-minute interview
at the Aspen Security Forum. Only at the very end, following
questions about the Russia-Ukraine war, China, Taiwan, Iran,
and  Afghanistan,  was  Burns  asked  what  the  CIA  can  do  to
identify  where  climate  change  is  most  likely  to  cause
conflicts  to  erupt.
Burns’s answer was unequivocal. First, he noted that climate
change  is  “an  important  priority  for  the  CIA  and  the  US
intelligence community.” He then said that while he considers
China “the biggest geopolitical challenge that our country
faces in the 21st century,” he also views climate change as
the “biggest existential threat” to the United States.
Existential risk, as the Stanford Existential Risks Initiative
defines it, is a risk that “could cause the collapse of human
civilisation or even the extinction of the human species.”
Burns probably had something less extreme in mind – perhaps a
catastrophic  event  that  would  wreak  irreparable  harm  and
change life as we know it. But still, in this week-long forum
dedicated to national and international security discussions,
no panel focused specifically and entirely on climate change.
That’s not unusual. As Burns pointed out, climate change does



not  fit  the  traditional  definition  of  a  national-security
threat. As such, it falls within the jurisdiction of other
government departments.
Yet if climate change poses an existential threat to the US,
then the US defence apparatus must participate in the fight
against it. Under Burns’s leadership, the CIA has established
a  mission  focused  on  helping  “policymakers  in  the  US
government understand the consequences of climate change in
already fragile societies.” The National Security Council, the
State Department, and the Pentagon all have units that focus
on climate-change-related conflicts abroad. Still, what about
the direct impact of climate change on the US? Generals, after
all, do not stop fighting wars when the fighting spreads from
foreign to American soil.
Science-fiction writers have no trouble bringing the future
home to the present. For example, Omar El Akkad’s 2017 novel
American War opens with a map of the US in 2075: Florida, New
Orleans, New York City, Long Island, and Los Angeles are all
underwater. Kim Stanley Robinson’s 2020 novel The Ministry for
the Future begins with a heatwave in India that overwhelms the
power grid and kills 20mn people.
In  the  scenario  Robinson  imagines,  temperatures  in  Uttar
Pradesh  reach  a  “wet  bulb  temperature  of  42  degrees
centigrade.”  An  extreme  scenario?  Consider  that  in
California’s recent heatwave, temperatures in the Bay area and
Sacramento Valley reached 46.6C (115.9F) and that California
prepared  for  brownouts  and  blackouts.  As  the  thermometer
breaks  records,  the  prospect  of  hundreds  of  thousands  of
Americans dying in a heatwave does not seem far-fetched.
Perhaps the problem is that an existential “risk” is not yet
an existential “threat,” whereas the war in Ukraine, Chinese
militarism, and Iranian nuclear aspirations demand immediate
attention. But tell that to the hurricane, fire, and flood
victims who have suffered the consequences of catastrophic
weather over the past decade. The Colorado River, Lake Mead,
and the Great Salt Lake are disappearing now. Sea-level rise
is  already  making  itself  felt  in  Norfolk  and  Miami.  The



future, as scientists keep telling us, is already here.
To be fair, Congress and President Joe Biden have done more
than any previous administration. With the Inflation Reduction
Act, Biden has secured a historic legislative victory that
will enable the US to meet its international obligations to
reduce carbon dioxide emissions. At the most recent United
Nations climate change conference, Special Presidential Envoy
John Kerry negotiated a crucial deal with the Chinese to allow
the world to move forward with its climate commitments.
Moreover,  US  national-security  officials  have  their  hands
full.  The  risk  that  Russia  will  use  a  nuclear  weapon  in
Ukraine is real and rising, and violating the nuclear taboo
could draw Nato countries into a nuclear great-power war that
could wipe out all of humanity. A nuclear conflict with China
would be equally deadly, and Iran’s acquisition of nuclear
weapons would also lead to nuclear proliferation across the
Middle East, effectively gutting the Nuclear Non-Proliferation
Treaty and significantly increasing the risk of nuclear war
and nuclear terrorism.
Still, the real measure of how much importance the American
government attaches to a particular threat is the amount of
time and money it invests in addressing it, and I doubt that
Biden and his advisers spend more than 10% of their time on
preparing for the impact of climate change. The issue is one
of perspective: national-security officials operate in a world
of geopolitics, competition, and co-operation among countries.
They are trained to deter, prevent, and fight wars or to
negotiate  peace  with  other  governments,  not  to  deal  with
global threats that transcend national borders. As the adage
goes, when all you have is a hammer, every problem looks like
a nail.
Bill Burns got it right. Climate change is an existential
threat, and the Biden administration and the US national-
security establishment must treat it like one. Doing so would
require reallocating substantial funds from the military to
government agencies that focus on building domestic resilience
and  civil  protection.  It  would  also  require  creating  new



security agencies whose mandate would be to address global
threats.
Minimising the risk of climate change will not be easy, but we
have no choice. To paraphrase Game of Thrones, a long and
deadly summer is coming. If we do not rise to the challenge,
many Americans will not survive. – Project Syndicate

• Anne-Marie Slaughter, a former director of policy planning
in the US State Department, is CEO of the think tank New
America,  Professor  Emerita  of  Politics  and  International
Affairs at Princeton University, and the author of Renewal:
From  Crisis  to  Transformation  in  Our  Lives,  Work,  and
Politics  (Princeton  University  Press,  2021).

The high stakes of climate-
risk accounting

By Gernot Wagner And Tom Brookes/ New York
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Economists are supposed to be good at understanding risk.
Decision-making in the face of uncertainty, after all, is the
discipline’s bread and butter. Yet at a time when real-world
risks – geopolitical, macroeconomic, financial, public-health,
and environmental – are piling up, many economists seem to be
at a loss.
Although businesses and investors stand to make a lot of money
if they can properly assess and navigate the current risk
environment, no one seems to have a good explanation for why
we are where we are. This is especially true in the case of
climate change: It is now clear that the risks have been
systematically underestimated, and thus mispriced, all along.
One explanation for this is that market participants have
failed to understand the size and the probability of the risk,
because they have been thinking about the issue in the wrong
way. The climate system is not like a casino with well-defined
outcomes and probabilities. As a 1987 comment in Nature put
it, changes within our planet’s systems may bring all kinds of
“unpleasant surprises.” It is as if we were playing with decks
of cards that include some unknown number of jokers. Moreover,
one also must account for the inherent conservatism of the
science. Climate researchers, especially, tend to err on the
side of caution.
A  classic  case  is  the  quantification  of  sea-level  rise.
Broadly speaking, sea levels rise for three reasons: melting
polar ice caps, melting inland glaciers, and the fact that
warmer water takes up more space. But in the Intergovernmental
Panel on Climate Change’s reports in the early 2000s, the
headline figures fully accounted only for melting glaciers and
thermal  expansion.  Scientists  of  course  knew  that  global
warming would melt polar ice, and that this effect might be
the most consequential of the three. But because the estimates
for how much faster the poles would melt differed by so much
at the time, they were excluded from the headline figures.
That omission has long since been corrected. But it is now
economists who are lagging behind in quantifying the economic
damages  associated  with  rising  seas  and  the  many  other



interlinked  risks  and  uncertainties  accompanying  climate
change.  Quantifying  climate-related  damage  is  painstaking
work; and in an academic environment that prizes new ideas
over what might seem like a mere “accounting” exercise, it is
not the kind of work that brings much reward or recognition.
Nonetheless,  economists  going  back  to  Simon  Kuznets,  the
“father” of the gross domestic product, have been some of the
leading critics of economic metrics that purport to represent
overall well-being. GDP is central to macroeconomic analysis,
but it leaves out many other important indicators, such as
those measuring human and planetary health. Standing forests
and  clean  air  and  water  have  no  value  in  national-income
accounting unless they enter the economy directly as factors
of production.
Fortunately,  an  initiative  by  US  President  Joe  Biden’s
administration aims to correct this shortcoming by developing
a  new  set  of  “statistics  for  environmental-economic
decisions.” While this effort is not the first of its kind in
the world, it is among the most ambitious. The goal is to
supplement GDP with a far more comprehensive set of accounts,
and then to use this new metric to guide policy decisions.
Such a change is long overdue. Climate change might not have
grown into the problem that it has become if its damages had
been incorporated into national accounts all along.
This points to a second, equally important reason why climate
and other risks have been mispriced. It is one thing for
scientists, economists, and informed members of the public to
recognise that many risks and uncertainties are not priced; it
is quite another to adopt policies that discourage businesses
from pushing those risks onto society.
For business leaders, the top climate risk, according to a
recent Federal Reserve Bank of San Francisco survey, is that
climate change will influence “rules and regulations related
to  our  business.”  Executives  correctly  anticipate  that
policymakers  will  want  them  to  pay  for  greenhouse-gas
emissions and other negative externalities instead of being
permitted to socialise those costs.



Such measures inevitably will fall into the realm of politics,
but economists must not confuse their political preferences
with sound policy. Those who are ideologically inclined to
look  to  the  “free”  market  as  a  guiding  principle  for
organising society must recognise that a market can function
well only when no externality is left unaccounted and unpaid
for.
Another Biden administration accounting initiative could help
here. The US Securities and Exchange Commission’s proposed
rules for climate-related disclosures would compel companies
to standardise and report both the impact of their operations
on the climate and the risks that climate change poses to
those operations. The SEC’s effort stops short of asking all
polluters to pay for their own pollution; instead, it leaves
it  up  to  investors  to  decide  what  to  do  with  the  new
information.
Economists must defend the pivotal role their advice plays in
policymaking. The political forces and special interests that
bear on this issue will skew their advice and skewer the
advisers. But that must not become an excuse for inaction.
Intellectual honesty demands that economists and policymakers
grapple with how new risks and uncertainties can and will
affect outcomes.
Tallying what’s known is hard enough. Accounting for hard-to-
price risks and uncertainties like climatic tipping points is
harder still. But recognising those risks and uncertainties
makes clear that political action must come sooner rather than
later. – Project Syndicate

• Gernot Wagner, a climate economist at Columbia Business
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