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The Kyoto Protocol to the United Nations Convention on Climate Change (UNFCCC) expires in 
2012. The nation states that constitute the parties to the Convention are now negotiating an 
agreement to succeed Kyoto. These negotiations are scheduled to be completed at the Copenhagen 
conference of the parties (COP) in December 2009. The process indicates that this agreement will 
expand on Kyoto, retaining the carbon trading mechanisms that are at its core. 
 
In March 2009 the South African government plans to hold a national climate summit. The summit is 
slated to discuss: 
 
· South Africa’s own response to climate change; and  
· the positions it will adopt at Copenhagen.  
 
The terms of debate for South Africa’s own response have been laid out in the Long Term Mitigation 
Scenarios (LTMS), a research process commissioned by the Department of Environmental Affairs 
and Tourism (DEAT), the conclusions of which were adopted by Cabinet in July 2008. SECCP 
published ‘A critical appraisal of the LTMS’ in September.  
 
This paper is a companion to that one and focuses on the climate regime created by Kyoto. While 
South Africa’s negotiating position for Copenhagen will be discussed at the March summit, 
government’s position is in fact largely pre-scripted. South Africa has repeatedly expressed its 
commitment to carbon trading and to the expansion of the ‘clean development mechanism’ (CDM) 
in particular.  
 
This paper discusses how carbon trading under Kyoto relates to global capital and the current crisis 
of capitalism and, in the light of that, reflects on civil society’s response to Kyoto. It concludes that 
people and organisations campaigning on climate change should now interrogate their own positions. 
As with the LTMS paper, this paper aims to contribute to people’s debates within their organisations, 
movements and networks. The SECCP hopes to share in a continuing dialogue but believes that it is 
the conclusions and decisions for action that people come to that are important. 
 

This document was prepared with support from Oxfam GB. 
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The Kyoto Protocol is bust: it is not working to reduce carbon emissions and it has no hope of 
working. At the time of the Montreal conference of the parties (COP) in 2005, Britain was – 
somewhat surprisingly given its lacklustre policies – the only country on track to reach its Kyoto 
commitments for modest reductions by 2012. This ‘achievement’ had nothing to do with climate 
policy or measures but was mere happenstance. During the 90s, Britain shifted its energy production 
from coal to gas for other reasons. These other reasons turned out to be mistaken: gas prices have 
since escalated and the future supply of gas appears increasingly uncertain. It is no longer on track. 
In this decade, it increased coal use and started building new coal stations – in the face of 
considerable resistance from climate activists – and the chances of its reaching its Kyoto 
commitment looked increasingly remote. Then, this year, the British economy went into recession. 
Once more, it seems, Britain may actually reach, and go beyond, the Kyoto targets. It will be joined 
by several other Northern countries as recession spreads and deepens. As it dawns on the ‘world 
community’ that this is the beginning of a global depression, not merely a recession, the big Southern 
countries may similarly find themselves doing their unwilling bit for the climate. 
 
Economic catastrophe is thus revealed as the condition for avoiding climate catastrophe. As yet, the 
official world has avoided noticing this. The link between climate change and the economic crisis 
has been made only to warn against ignoring the climate agenda in favour of the economic agenda.1 
Pious as it is, the warning is timely. A European agreement to reduce carbon emissions by 20% by 
2020 may come unstuck as European governments race to ‘rescue’ the economy. Italy has already 
called for the agreement to be renegotiated from scratch while various European governments are 
bickering about who will pay the costs of climate mitigation or complaining about a potential loss of 
global economic competitiveness. Britain is not celebrating the prospects of getting carbon 
reductions back on track. It is doing everything it can to reverse recession and get the economy back 
on track. So is everyone else. 
 
There is a stark symmetry here. Kyoto is ineffective because it was negotiated to save the economy 
and not the climate – that is, it was negotiated to save capitalism from what effective climate action 
would require. Now, if it is not too late already, losing the economy presents the prospect of 
inadvertently preserving the planet. This is brutal testimony to the unsustainable nature of the 
economy that Kyoto set out to save.  
 
The relationship between Kyoto and the economic crisis is in fact rather more intimate than the 
potential for climate negotiations to be derailed by the crisis. Carbon trading is at the rotten heart of 
Kyoto. The ‘flexible mechanisms’ that authorise trading have given rise to mathematical modelling 
as complex as that by which financial derivatives were falsely valued. The agreement did not merely 
reflect the interests of financialised capital. It directly expressed and expanded the Ponzi system that 
has increasingly shaped the world’s governing order since about 1980. A Ponzi scheme is the fancy 
term that economists give to a pyramid scheme – one that can be maintained only by drawing in ever 
more suckers at the bottom to pay out the first comers at the top, but which collapses when there are 
not enough suckers available. Over the last three decades, the world has been governed to dragoon 
the suckers in by coercion – as in structural adjustment programmes – or enticement as in the illusory 
promises of ever-expanding wealth or national economic growth. It is a system presided over by 
knowing and unknowing charlatans in high office. This is not necessarily a reflection on their 
                                                 
1 The warning has been sounded by UN General Secretary Ban Ki Moon and several other ranking national and 
international officials. 
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personal morality. Ponzi capitalism makes charlatans of its servants. I will return to the connection 
with carbon trading below. First, a brief history of Kyoto and of civil society responses to it. 
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The United Nations Framework Convention on Climate Change (UNFCCC) and the Kyoto Protocol 
were negotiated under the sign of the Washington consensus. They make governments responsible 
for implementation while private sector corporations are made the agents of implementation. This 
agency, however, is voluntary and supposedly driven by the carbon market brought into being by 
states. 
 
The Convention recognises that developed and developing countries have ‘common but 
differentiated responsibilities’. This principle is meant to secure developmental equity between North 
and South and its inclusion was seen by Southern countries as a major victory. The Convention thus 
recognises first that Northern countries are better resourced to implement the agreement and second 
that Southern countries have a priority for development. It then emphasises “sustainable economic 
development” within an “open international economic system” and allows that all countries will 
define sustainable development in line with their own development priorities. It also distinguishes 
between Annex I (developed) countries and ‘non-Annex I’ (developing) countries with the former 
taking tougher commitments. 
 
The UNFCCC initially relied on voluntary reduction targets for Annex I countries. No-one 
volunteered. Kyoto is based on a proposal put forward in 1997 by the US under Bill Clinton and sets 
up emissions trading. This followed an earlier Brazilian proposal, rejected out of hand by the US, 
that Northern countries exceeding their reduction targets should pay a fine into a common pot which 
could then be used to finance projects in Southern countries. The US proposal also displaced 
European proposals for a carbon tax.  
 
The US essentially proposed a cap-and-trade scheme similar to one that it claimed had successfully 
reduced sulphur dioxide emissions in the US. Larry Lohmann [2006] has since shown the claim was 
in fact dubious although no-one at Kyoto had the information to dispute it.2 Nevertheless, no-one 
really believed cap-and-trade would work to reduce global carbon. The proposal was finally adopted 
for two distinct reasons of political expediency. First, the preferred ‘market mechanism’ of EU 
negotiators was to tax emissions but, because any EU tax requires a consensus of all member states, 
trading offered a politically easier route.3 Second, it appeared that trading was a pre-condition for US 
agreement. Having imposed its preferred system, however, the US exempted itself from abiding by 
it. The Clinton administration avoided putting it to Congress for ratification and, under George Bush, 
the US actively rejected Kyoto. 
 
The Bush administration rejected Kyoto on the grounds that it was unfair for Northern countries to 
take commitments if Southern countries did not. The US, of course, knew Southern countries would 
not accept this. From the start, they have refused commitments until the North demonstrates real 
reductions. They argue that Northern countries developed on the back of high emissions and still 
produce the substantial majority of emissions. They also suspected, with some justification, that the 
North was using the climate negotiations to lock in its economic dominance by blocking economic 
development in the South. 

                                                 
2 See pages 57ff and 84ff. 
3 See MacKenzie 2007. 
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Following the US withdrawal, the EU took over as the champion of Kyoto and of ‘multilateralism’. 
It led a series of negotiations culminating in the adoption of the Kyoto Protocol at Bonn in 2001. The 
US nevertheless maintained a strong presence in these negotiations where it used its outsider 
position, and the bait of its possible ratification, to weaken the agreement. It thus substantially 
shaped the outcomes of negotiations while exempting itself from the rules being negotiated.  
 
Kyoto set mandatory emission reduction targets – the would-be cap4 – to be achieved in the ‘first 
commitment period’ (2008 to 2012). It specified targets for each Annex I country of between 8% 
below and 10% above emissions levels in the ‘baseline’ year of 1990. This worked out as an overall 
reduction for all Annex I countries of about 5%. NGOs under the umbrella of the Climate Action 
Network International (CANI) welcomed mandatory targets. Although the targets were woefully 
inadequate, it was argued that they would be ratcheted up in successive five year commitment 
periods. Thus, in the ‘second commitment period’ beginning in 2012, it was expected that Annex I 
countries would take on tougher targets while ‘non-Annex I’ countries would also take mandatory 
reduction targets.  
 
The targets themselves, however, were founded on the deeply inequitable principle of 
‘grandfathering’ and this was largely fudged by those who celebrated the achievement of Kyoto. 
Grandfathering means that the right to future emissions is tied to historic emissions: the biggest 
polluters in the ‘baseline’ year get the most rights. The targets themselves thus enshrine historic 
inequalities and project them into the future. 
 
Kyoto set up carbon trading through three ‘flexible mechanisms’: Emissions trading allows Annex I 
countries and corporations that exceed their reduction targets to trade their surplus allocation with 
other Annex I countries that do not meet the targets; Joint Implementation (JI) projects enable 
investors in one Annex I country to invest in projects that produce less emissions than a business-as-
usual project in another Annex I country and to claim ‘carbon credits’ for the reductions; The Clean 
Development Mechanism (CDM) works in the same way except that the investors must be from 
Annex I countries and CDM projects must be located in ‘non-Annex I’ countries.  
 
The stated objective of CDM was to support sustainable development in Southern countries while 
reducing the costs to Annex I countries of meeting their reduction targets. Thus, Northern polluters 
could invest in ‘clean development’ projects in the South and claim carbon credits known as 
‘certified emissions reductions’ (CERs). Alternatively, they could buy CERs produced from CDM 
projects on the market. The explicit reasoning behind this was first that the costs of meeting targets 
would be unaffordable to Northern economies and second that reductions would be cheaper in the 
South. It is thus founded on unequal development – which is a polite phrase for economic, social and 
environmental injustice.  
 
The effects of trading on carbon emissions are predictably dismal. The EU set up its own internal 
emissions trading scheme (ETS). The ETS has delivered profits to polluters and traders without 
reducing emissions. This followed the over-allocation of give away emission rights to big 
corporations, notably the power utilities, effectively lifting the cap right off the corporate heads and 
leading to a collapse in the carbon price. It was then proposed to ratchet down the cap and also to 
auction emission rights to corporations rather than give them away. Both proposals will be the 

                                                 
4 There is no real cap without it being global. Without the US and the big Southern countries, cap and trade has no basis – 
even if it is believed to work in principle.    
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subject of intense political wrangling. Meanwhile, various US finance & trading corporations are 
already trading carbon and want in on ETS because it offers a novel profit stream. 
 
CDM has an equally inglorious record. It invites players to ‘game the system’ and they have 
embraced the invitation. But even if the rules are followed, the carbon accounting is based on a series 
of fictions and false assumptions (particularly in respect of off-sets). For Southern countries, CDM 
has simply created a new arena of competition for foreign direct investment. Real or not, the carbon 
credits are subtracted from the northern country’s total carbon count and must logically be added to 
the Southern country’s count if and when they accept commitments. This, no doubt will provide 
matter for more political wrangling. 
 
There is no link between the price of carbon and the costs of climate change or the costs of emissions 
reduction required to seriously mitigate climate change. Nor is there any necessary link between the 
number of certified emissions reductions (CERs) in circulation and an overall reduction in 
greenhouse gas emissions. There is not even a credible guarantee that a CER represents anything 
more than a convenient fiction. Lohmann et al [2005] show that pollution trading works only in a 
limited range of circumstances and even then is less effective than conventional regulation. Trading 
will nevertheless have far reaching consequences in it’s creation of a new order of property rights 
and, on the wrong side of those rights, a new dynamic of dispossession already evident in off-set 
‘land use change’.  
 
Wolfgang Sachs [2005] concluded that negotiators “were charged with protecting economic growth 
and not the climate” to which end Kyoto embodies three strategies: Northern obligations are 
transferred to the South and East – through CDMs and JIs; obligations are discharged through sinks – 
that is, through carbon ‘off-set’ projects mainly located in the South and again funded through 
CDM;5 and negotiations are framed to focus on the economic tailpipe and exclude discussion of 
driving interests in the engine room.  
 
The political classes now appear genuinely alarmed at the prospects of climate change. The Fourth 
Assessment Report of the International Panel on Climate Change (IPCC AR4) made it clear that the 
world is running out of time and, in March 2007, the EU committed to a 20% unilateral reduction by 
2020. In the US, Bush’s denial of climate change became politically untenable and even ExxonMobil 
has given up on this line. German proposals at the 2007 G8 for more stringent Annex I targets were, 
however, rejected by the US which proposed an alternative agreement between major emitters, 
implying that the US won’t move without China and India taking equal commitments. China 
specifically ruled this out while announcing its own climate action plan, claiming that “China will 
not tread the traditional path of industrialisation, featuring high consumption and high emissions. In 
fact, we want to blaze a new path to industrialisation”.6 In the world’s most polluted country, this 
seems a somewhat belated ambition. 
 
The Kyoto Protocol expires in 2012. The Bali conference of the parties, in December 2007, was to 
initiate the series of negotiations to agree on the carbon regime to succeed Kyoto in the second 
commitment period. Here, the US appeared increasingly isolated as nation after nation, including 

                                                 
5 Sinks such as forests, land, oceans and ice absorb carbon and so prevent it entering the atmosphere. CDM sink projects 
are focused on tree plantations, begging several questions including: Whose land will be taken to create the sink? What 
confidence can there be that the carbon will stay sunk? Is carbon emitted by industry in fact equivalent to carbon 
circulating through ecological systems?  
6 Ma Kai, head of the National Development and Reform Commission, quoted by Jonathan Watts, London Guardian, 
Monday June 4, 2007. 
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even South Africa, castigated it for blocking progress. In fact, the US was merely repeating the 
negotiating tactic that had proved so successful at Kyoto. Once more it made its own participation in 
‘the Bali roadmap’ the defining issue at the conference, holding out till the last moment in order to 
create an appropriate level of desperation and exhaustion, before appearing to concede. It then joined 
the ‘global consensus’ on the Bali roadmap, but the roadmap now appeared without even the targets 
that were held to be Kyoto’s saving grace. At the same time, Bali entrenched carbon trading. 
National delegates, North and South, brooked no questioning of it. South Africa’s environment 
minister spoke for the consensus view when he said there was no going back on carbon trading. The 
result: trade but no cap.7  
 
Nevertheless, the world’s assembled politicians applauded the US ‘return to multilateralism’. At the 
same time, the US attempted to keep open alternative negotiations between big polluters. The 
strategy here was evident: to use those negotiations to circumvent anything agreed in the multilateral 
UNFCCC process. However, as the Bush administration quacked lamely off stage, there were no 
takers. China and India remained steadfast in their adherence to the Southern negotiating position. 
Yet, in their use of the principle of ‘common but differentiated’ responsibilities as a basis for 
refusing any significant commitments, Southern countries have merely signed over to the North the 
power to define the global response to climate change in its own interests. Further, the argument 
between Northern and Southern governments is used both to conceal and to forward their common 
interest in creating a dysfunctional climate regime.  
 
The negotiations for the second commitment period are due to be completed in Copenhagen in 
December 2009. In the US, president-elect Barack Obama has given notice that the US will 
implement a more aggressive domestic cap and trade system than any seen elsewhere (i.e. Europe) 
and will support the international climate consensus. The removal of the dead hand of the Bush 
administration is welcome. Celebration of the international consensus and the renewed vigour that 
the Obama administration will bring to it is mistaken. With or without America, the purpose of 
international carbon trading is, as it always was, to evade making the cuts at home in the North. 
European countries have already indicated that they will trade CDM carbon ‘savings’ to meet their 
own targets. The US will expand the carbon market several times over. Billions will be up for grabs 
and, as one trader emphasised to negotiators, ‘the market’ cares only about the price of carbon, not 
about carbon reductions or sustainable development.8 Where Bush privileged big oil, Obama is set to 
privilege finance capital. 
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At Kyoto in 1997, Friends of the Earth (FoE) said that, after 11 days of negotiation, governments had 
“come up with a compromise deal that could even lead to emission increases”. They were right. 
 
The Kyoto Protocol was finally agreed at Bonn (COP 6) in 2001. NGOs under the umbrella of the 
Climate Action Network (CAN), officially taken to represent the voice of civil society, were 
railroaded into endorsing the agreement by European officials, fronted by Dutch environment 
minister Jan Pronk. That endorsement was a strategic error. It was given despite CAN’s reservations 
on carbon trading and on the inadequacy of Northern (Annex I) countries’ emissions reduction 
targets. But CAN felt that establishing the principle of targets, which could later be tightened, was a 
priority. It also felt support for Kyoto the only viable response to US obstructionism: if Kyoto was 
                                                 
7 Because there is no mandatory global limit to emissions, there is no logical connection between trading and reductions 
– even if the logic of cap and trade is accepted in the first place.   
8 See Lohmann 2008.  
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scotched, the prospects of a new or better agreement were dim.9 In short, the NGOs supported Kyoto 
on pragmatic political grounds. Clive Hamilton10 summarises the argument for doing so:  
 

The need to accommodate contentious and poorly understood economic and equity effects in 
a global environmental agreement made the Kyoto negotiations the most complex and 
ambitious international treaty process ever attempted. It involved 180-odd states with 
enormously disparate interests and multitudinous allegiances – even before account is taken 
of the spoiling role of the powerful fossil fuel lobby. … Given the almost impossible task, the 
Kyoto Protocol was a profoundly important achievement. [2007: 97]  

 
The cost is that CAN must now fight on the ground defined by Kyoto and the flexible (trading) 
mechanisms. CAN’s ECO Newsletter sums up the experience of trying to strengthen the CDM to 
make it an instrument for sustainable development: 
 

Year after year, ECO submits constructive proposals on how the CDM can be improved. 
Unfortunately, the efforts of certain Annex I Parties [Northern countries] wishing to dilute 
existing provisions of the CDM have always taken precedence over our efforts.11 

 
CAN was similarly forced into retreat on land use off-sets and is now in retreat on carbon capture 
and storage (CCS). Thus far, nukes have been excluded from getting carbon credits but the big 
artillery is already lining up.  
 
It might be argued that all this – and even nukes – is worth it to prevent catastrophic climate change. 
The problem is, it will not. Instead, in endorsing Kyoto, the NGOs gave false comfort to many 
millions of people who were increasingly worried about climate change but reluctant to confront the 
implications. Given that people – at least in Europe – had more faith in the honesty of NGOs than of 
governments or corporations,12 it was precisely for that purpose that Pronk took the trouble to cajole 
the NGOs into line.   
 
Speaking of the North and the British in particular, journalist George Monbiot comments in his book 
Heat: 
 

But if those governments that have expressed a commitment to stopping climate change have 
found their efforts frustrated, it is partly because they wanted them to be frustrated. They 
know that inside their electors is a small but insistent voice asking them both to try and fail. 
They know that if they have the misfortune to succeed, our lives would have to change. They 
know that we can contemplate a transformation of anyone’s existence but our own. [2006: 
213] 

 
It is this that the NGO endorsement sanctioned. For their part, and despite their best efforts to head 
off the economic crisis, the politicians now face the misfortune of succeeding. 
 

                                                 
9 See for example, Tony Jupiter (Friends of the Earth), Climate change: Kyoto’s the key, Mail and Guardian, 25 
November 2005. 
10 Hamilton does not speak for CAN but this account is representative of the pragmatic defence of Kyoto.   
11 CAN, CDM: Reform Don’t Reform, ECO Climate Negotiations, Montreal, 5 December 2005. 
12 This was the conclusion of a survey by transnational PR corporation Edelman in 2001, presented to the International 
PR Association. Edelman was advising corporate clients on how to fight back against NGO criticism. 
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The transformation of which Monbiot speaks involves a radical reduction in consumption by the 
world’s rich – that is, by the 20% of the population who consume 80% of the world’s production. 
The majority of this 20% live in the North but a growing minority is constituted by the rich in the 
South. Policies aimed at maximising global or national economic growth are aimed at benefiting this 
group. The reason is simple. Because they consume most, a 1% increase in their consumption adds 
more wealth than a 1% increase in the consumption of the poorest 80%. The effects of this can be 
seen at local level where ‘world class’ cities compete with each other to create enclaves of 
conspicuous consumption in order to attract private investment, at national level with policies like 
Asgisa that seek to disconnect the making of wealth from the making of poverty, to a range of global 
policies, notably those that rig the rules of trade but also those, like Kyoto, that embody the logic of 
‘the market’. 
 
Believing, not without reason, that power lies with governments and corporations and knowing that 
growth is non-negotiable for both sets of power holders, the endorsement of Kyoto unwittingly 
endorsed the priority for economy over climate. Hence, climate campaigning has been marked by the 
effort to persuade governments and corporations that they can preserve the planetary cake while 
eating it. The over-selling of renewable energy, with claims that it can replace fossil fuels and sustain 
the levels of economic growth that fossil fuels have enabled, is the most common symptom of this 
strategy. The u-turn on nuclear power by others such as Greenpeace founder Patrick Moore is 
another symptom. Monbiot himself argues for carbon capture and storage from coal fired power 
plants.13 Indeed, while he insists on the necessity for reduced consumption, the rationale of Heat is 
precisely that the powerful, backed by their complicit constituencies, will wreck the world if growth 
cannot be reconciled with a reduction in carbon emissions. Yet others have crossed to the corporate 
world – former Greenpeace director Lord Melchett being the most prominent – on the rationale that 
they would work to change the system from within.  
 
These responses are not necessarily representative of CAN’s position. The point is that they share the 
attempt to reconcile growth with carbon reductions. For some, this strategy is born of desperation. 
For others it is the logical extension of their own vested interests. CAN itself is an alliance of 
organisations and by no means ideologically homogenous. But some large and influential members – 
including the World Wildlife Fund and Conservation International – are not merely predisposed to 
corporate solutions but are active participants in constructing forms of environmental governance 
adapted to the world of globalised capital. The tensions within CAN are sharpening, leading to FoE 
International withdrawing from CAN International in October this year.14 
 
The situation is indeed desperate. People are already feeling the heat. In Africa, peasant households 
are confronted by the increasing severity of drought and flood. In Latin America glaciers that feed 
water to whole cities are melting away. The rising oceans – as yet, just a few centimetres – are 
already lapping over small island nations and washing away land and houses in low lying deltas. 
Even more alarming, ecological balances are already tipping. The arctic ice cap is effectively lost. In 
a decade or so, the sea ice that reflected heat back into space (the ‘albedo’ effect) will be gone in 
summer and the dark ocean will instead absorb the heat. Methane is bubbling up from hitherto frozen 

                                                 
13 Monbiot reluctantly arrived at this conclusion because, in the absence of a powerful enough social movement 
demanding austerity, he saw no other way of reducing emissions at the required scale and in time to prevent runaway 
climate change. But he assumed CCS could be scaled up within the next decade. On purely technical grounds, this is 
improbable and technology development will be further delayed by economic depression. Beyond this, it is doubtful that 
carbon dioxide can be stored safely at the scale required. Monbiot has subsequently joined direct actions to ‘keep the coal 
in the ground’.    
14 Local organisations affiliated to FoE are to make their own decisions regarding membership of national or regional 
CAN structures.  
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peat bogs and even from the sea floor as the permafrost melts in northern Russia and Canada. It adds 
a massive extra charge of greenhouse gas to that emitted by industry. In many areas, soils are turning 
from carbon sinks to carbon sources. In short, the world is on the cusp of runaway climate change. 
Environmentalists warn that the rise in industrial emissions must be reversed within ten years. But 
they said that already ten years ago. Giving us the extra decade now is itself a desperate optimism. In 
the meantime, industrial emissions have not been curbed. The rate of increase has accelerated.   
 
In contrast to CAN, the Climate Justice Now! (CJN!) group was formed in opposition to carbon 
trading. The group is a network of organisations, social movements and indigenous peoples who 
came together at the Bali COP and committed to exposing “false solutions to the climate crisis” 
promoted by governments, the international financial institutions and transnational corporations.15 
Examples of false solutions include “trade liberalisation, privatisation, forest carbon markets, 
agrofuels and carbon off-setting”. The first two examples indicate the CJN! group’s understanding 
that the carbon market has been developed within the context of neo-liberal (or financialised) capital. 
 
The group outlines an action agenda for real solutions including: 
 
· leaving fossil fuels in the ground and investing instead in appropriate energy – efficiency and 

safe, clean and community-led renewable energy; 
· radically reducing wasteful consumption, first and foremost in the North, but also by Southern 

elites; 
· huge financial transfers from North to South, based on the repayment of climate debts and 

subject to democratic control. The costs of adaptation and mitigation should be paid for by 
redirecting military budgets, innovative taxes and debt cancellation; 

· rights-based resource conservation that enforces indigenous land rights and promotes peoples’ 
sovereignty over energy, forests, land and water; 

· sustainable family farming and peoples’ food sovereignty. 
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In the course of its history, capitalism has been embodied in successive regimes of accumulation.16 
The present regime is presided over by the US and it succeeds the British regime which was sunk by 
two world wars and the depression in between. Like all its predecessors, the US regime has been 
marked by crisis. The crisis of the 1970s is associated with the US defeat in Vietnam and the 
subsequent ‘oil shocks’ and it led to the major restructuring of capital associated with the names of 
Thatcher and Reagan and given global force through the ‘Washington consensus’. This included 
ripping off the gains made by Northern labour during the post-war years and engineering the debt 
crisis that left Southern countries at the mercy of the International Monetary Fund and the World 
Bank. 
   
A critical aspect of this revolution from above was the financialisation of capital – that is, an 
increasing reliance on financial dealing rather than production to secure profits, accompanied by a 
shift of power from production to finance capital. At bottom, financialisation was a response to a 

                                                 
15 Climate Justice Now! Statement posted at Carbon Trade Watch website on November 3, 2008. Amongst the wide 
range of participants at Bali were the Durban Group for Climate Justice, Friends of the Earth, Focus on the Global South, 
the Indigenous Environmental Network, OilWatch, Via Campesina and the World Rainforest Movement. 
16 See Arrighi 1994. 



 11
crisis of ‘over accumulation’: the finance houses found themselves with more money than they could 
invest safely and at a rate of profit to satisfy their shareholders and maintain economic growth. 
 
Financialisation was one of two strategies to compensate for the squeeze on profits. It involved 
spinning financial assets based on debt through ever more complex derivatives through which the 
original debt could be sold off several times over. Pulling this off required the suspension of state 
regulation in favour of market regulation. Market functions that had been strictly demarcated were 
now merged, even in defiance of remaining laws, to provide ‘one-stop’ diversified and innovative 
financial services. As one financier explained, “What used to be a conflict of interest is now a 
synergy.”17 In short, the system required systemic fraud. Maintaining it required a constant bull run 
to keep ‘compounding value’, as required by growth, and to keep the suckers coming into the 
pyramid base. Consequently central bankers, led by the US Fed, blew up one bubble after another to 
absorb surplus capital, pump up Northern (and Southern elite) consumption, and sustain the bullish 
sentiment on stock markets. As one wag put it, the Fed now needs to find another bubble fast.18 
 
US energy giant Enron was symptomatic of the turn to finance. It could not make enough profit from 
producing energy to attract the investment from finance capital necessary to keep it in the top rank of 
corporations. Instead, with the collusion of the world’s top finance houses, it conjured profits – 
mostly illusory – from financial dealing and energy trading and concealed losses – mostly real – in a 
labyrinth of derivatives. It got real money from California where it engineered a series of blackouts 
and so created an energy crisis which boosted profits from trading energy. It then blamed the 
California State regulators for the blackouts and called for total ‘deregulation’ – meaning total power 
to regulate the market in its own interest. It used its position of dominance to control information and 
the control of information was necessary to maintaining dominance. For the most part, Enron’s spin 
was what the financial press wanted to believe – Enron embodied the virtues of privatised ‘wealth 
creation’. Once it lost that control, it collapsed in a matter of weeks.19 
 
Carbon trading similarly turns the state’s regulatory function over to the markets in order to create 
new profit streams literally out of thin air. This does not, however, imply the retreat of the state. To 
the contrary, the profits of the market depend on the state’s creation of property rights which are not 
in carbon as such but in ‘avoided’ carbon emissions. They are, curiously, rights in what is not. 
Within the ETS, you can sell the carbon you did not emit against what the state gave you the right to 
emit. In the CDM, things are even more tenuous. What you did not emit is calculated against what 
would have been emitted in the ‘business as usual’ world without the CDM project – that is, it is 
calculated against a story of what will not be. The CDM ‘saves’ carbon against that fictional 
alternative future but has no relationship to total carbon emissions. For example, CDM projects 
producing energy from landfill gas in South Africa are held to displace energy from coal fired plants 
but do not relate to shutting down the equivalent amount of existing coal fired energy.20 
 
The scope for gaming the system in this market is, as Monbiot put it, wide enough to drive a 
Hummer through.21 Indeed, it seems designed for it and fraud has in fact been widely documented. 

                                                 
17 Jack Grubman, Citigroup executive, quoted in Brenner 2003.  
18 Paul Krugman, this year’s economics Nobel prize winner, approvingly quoted the headline of an article in Onion: 
“Recession-plagued nation demands new bubble to invest in.” Krugman op-ed column in New York Times, July 18, 
2008.   
19 Video: Enron: The smartest guys in the room, directed by Alex Gibney, HDNet Films, 2005. 
20 As well as ‘displacing’ coal, the landfill gas projects convert methane (a more powerful GHG) into carbon dioxide, 
resulting in an overall decline in CO2e. Lohmann [2008] argues that the equivalence of other GHGs to CO2 (e.g. 1 tonne 
methane = 22 tonnes CO2) is itself arbitrary, but making this equivalence was necessary for a carbon market to function.  
21 George Monbiot, So far the Bali deal is worse than Kyoto, Guardian (London), December 17, 2007. 
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Lohmann [2008] notes that some carbon traders themselves have warned that persistent fraud may 
create a bubble within this market leading to its collapse. More broadly, however, the carbon market 
bears the hallmark of global financialisation. It creates new instruments of profit from trading, 
innovative accounting or outright fraud to compensate for declining profits from production. Those 
profits then join the global pool of capital and must be reinvested wherever the profiteer can find the 
best return. The profits of trading must either go into expanding production – irrespective of whether 
that is in a coal mine, a wind farm, a Hummer plant or a perfumery – or into the bubble economy.22 
Carbon funds are growing fast with $12.5 billion capital already invested and being spun out through 
new derivatives according to Nicholas Hildyard [2008]. As the US under Obama creates a new 
carbon market, it may just provide air for that new bubble that the Fed needs to find. It is a market 
that awaits its Enron.  
  
The profits of financialisation are not cost free. Although counted as ‘value added’, Ben Fine argues 
that they are in fact ‘value subtracted’ from the economy. They represent a transfer of wealth from 
poor to rich in all countries and from South to North globally. Writing in the wake of the 2001 
dot.com crash, Brenner observed that corporate executives who cashed in their exorbitant share 
options at the height of the boom managed “one of the most spectacular acts of expropriation in the 
history of capitalism” [2003: 22], leaving others, including their workers, to the consequences of 
collapse. Commenting on the notion of the ‘risk society’ and the Enron bankruptcy, philosopher 
Slavoj Zizek remarked “some (the Enron managers) do the choices, while others (the ordinary 
employees) do the risking.” [2002: 92]. The same could be said of ‘emerging market’ risk – investors 
do the choices while Southern countries do the risking. The risk to South Africa became evident with 
the collapse of the currency in 2002 and the pattern is now repeated. As the banks are bailed out and 
top managers take their bonuses anyway, the others now include more or less the rest of the world.  
 
This appropriation relates financialisation to the second, and interlinked, strategy used to compensate 
for declining profits of production: accumulation by dispossession.23 The groundWork Reports have 
identified three ways in which this works and environmental injustice is imposed on people:  
 
· By polluting them, degrading their environments and coercing labour to work for less than it 

costs to live. This is called externalisation because corporations get a free ride by off-loading 
costs onto communities, workers, the public purse and the environment. Climate change is the 
most spectacular form of externalisation and the costs are falling first and hardest on the poor 
although everyone finally pays.  

· By directly dispossessing them and by privatising common or public goods. This is called 
enclosure because it eliminates or subordinates non-capitalist systems of production, so ensuring 
that all escape routes are closed and people cannot survive without capitalism.   

· By excluding them from the political and economic decisions that lead to their being polluted or 
dispossessed. 

 
Both externalisation and enclosures have been documented as direct results of carbon trading. 
Externalisation is visited on fenceline communities living next to polluting plants that can buy 
carbon credits to stay in business. It is also visited on the neighbours of dodgy CDM projects. 
According to eThekwini’s original proposal, the Bisasar Road landfill gas-to-energy project burns 
“dirty, low calorific value gas” because this gas is too dirty for use elsewhere and the costs of 

                                                 
22 The boundary between production and finance is now so blurred that this is not strictly a choice.  
23 See Harvey 2005.  
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cleaning it were reckoned to be too high for profitability.24 Enclosures are most often associated with 
off-set projects. Most involve planting trees and need land. Land is cheapest where people’s rights 
are not recognised. In Uganda, land in the Mount Elgon National Park has long been disputed. In 
2003, local people ripped up 400 hectares of exotic eucalyptus trees planted to off set emissions from 
Dutch power stations. Subsequently, the Benet people won a court ruling recognising their rights to 
the land. Ironically, these farmers then started planting their own tropical fruit trees – although these 
trees will get no carbon credits.25  
 
Geographer David Harvey [2005] argues that, during the ‘golden age’ of post war capitalism up to 
the 1970s the exploitation of labour was the primary means of accumulation and this created a 
working class politics for ‘expanded reproduction’ – for full employment and better paid jobs based 
on higher levels of growth sustained through increased demand. These gains, however, were largely 
confined to the First World and were not shared by Third World workers. Now inequality is growing 
in all countries and the promises of development ring hollow. Yet they retain great power because 
there is no evident escape from dependence on capital: if there are no jobs on offer, then there is 
nothing but scavenging scraps from the world’s overflowing rubbish dumps. Yet the numbers of 
those made destitute through the enclosures and externalities of accumulation by dispossession grow 
every day while the potential for expanded reproduction within industrial capitalism shrinks and is 
now collapsing. 
 

 	��
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Following Bonn, mainstream civil society has supported Kyoto largely because it is ‘politically 
realistic’ to do so: It is imperative that there should be an international agreement and, given the 
complexity of negotiating an international treaty between so many nations with conflicting interests, 
the achievement of Kyoto must be built on. This is the best hope we have for preventing catastrophic 
climate change. Political and diplomatic realism, however, is at odds with climate realism.  
 
The politically realistic consensus is now that the rise in global temperatures should be kept within 
the range 2º to 2.4º Celsius above pre-industrial levels. NGOs have campaigned for a target of 
‘below’ 2º.  
 
In the actual physical world, however:     
 
· Global temperature rise is now just short of 0.8ºC above the 1900 level;  
· Emissions to date mean that the world is already committed to a further rise in temperature;  
· Impacts are already ahead of schedule with several natural positive feed-backs kicking in, such as 

the loss of the albedo effect from arctic sea ice, accelerating rates of methane release from 
permafrost peat bogs, the reversal of land sinks to sources documented for some areas as well as 
the saturation of ocean sinks; and 

· People are already feeling the impact, not least in Africa where millions of people dependent on 
farming are already experiencing more severe droughts and more intense flooding.  

 

                                                 
24 Undated document titled Landfill gas to electricity project, prepared by L. Strachan (eThekwini Municipality), B. 
Couth (Consultant) and R. Chronowski (Prototype Carbon Fund, World Bank). 
25 Lohmann [2006: 219ff] documents a series of carbon off-set land grabs in Latin America, Africa and Asia. For the 
Mount Elgon case, see also Stephan Faris, The other side of carbon trading, Fortune Magazine, August 29, 2007. 
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There is no safe level for rising temperatures: 1ºC is already dangerous. Climatologist James Hansen 
describes 2º as a recipe for disaster.26  
 
In the world of political realism, the target for stabilising CO2 concentrations in the atmosphere is 
being fudged in two ways. First, the International Panel on Climate Change (IPCC) reports a range of 
uncertainty as to what level of concentration is necessary to achieve the target of 2º – 2.4ºC. 
Politicians are choosing the upper limits. Second, there is a difference between CO2 and total 
greenhouse gas concentrations represented as CO2 equivalents (CO2e). Thus, British politicians 
defined 550 parts per million CO2 as the target and pretended not to notice that this means 666 ppm 
CO2e. But it sounds the same as the European Union target of 550 CO2e. This European target is the 
toughest on offer but well outside the range of 445 – 490 that the IPCC estimates as necessary to 
achieve the 2º – 2.4ºC target.  
 
The IPCC could not take account of the latest data largely for reasons of political realism. On the 
basis of this data, Hansen et al [2008] conclude first, that 1ºC is already dangerous and second, that 
the ‘safe’ concentration level is already exceeded. CO2 concentrations are presently at about 385 
ppm (about 460 ppm CO2e) and rising. If the goal is to avoid ‘catastrophic climate change’, the 
target must be 350 ppm CO2 or less.  
 
Around 2003, industrial CO2 emissions27 were running at 26.4 billion tonnes a year according to the 
IPCC [2007]. Political realism sets an emissions reduction target of 50% by 2050 – i.e. to around 13 
billion tonnes a year. Taking account of ‘common but differentiated responsibilities’, this implies an 
80% reduction in the North and around 30 – 40% reduction in Southern countries, taking 2003 
emissions as the starting point. The IPCC in fact says that reductions of between 50 and 80% are 
necessary to achieve the 2º – 2.4ºC target. Political realism thus takes the lowest target that has some 
ring of credibility to it.  
 
In fact, while political realism agrees to this target, politically realistic mitigation actions have not 
produced a reduction in emissions. To the contrary, the pace of carbon dioxide emissions has 
accelerated since 2000, growing faster than predicted in “the most fossil-fuel intensive of the 
Intergovernmental Panel on Climate Change emissions scenarios developed in the late 1990s” 
[Raupach et al 2007: 1]. This is the case for all regions North and South. It is not just about China 
and India. Although China is slated to overtake the US as the world’s top emitter, per person 
emissions are actually rising faster in the US than in China. In 2007 Europe committed to unilaterally 
reducing emissions by 20% by 2020. It is now clear that it intends achieving a good part of this 
reduction through CDM credits and, following a regulatory tweak in October this year,28 European 
corporations are now able to import CDM credits directly and at a lower price than ETS credits. 
 
Accepting the target of reducing CO2 concentrations to 350 ppm, implies “that net CO2 emissions 
approach zero”, according to Hansen et al [2008: 2]. They argue that this can be achieved by leaving 
non-conventional oil in the ground,29 phasing out all coal-fired energy by 2030 and radically 
enhancing the carbon absorption potential of soils and forests through changed agricultural practices 
and forestry practices.   
 

                                                 
26 Testimony to US Congress, June 23, 2008. 
27 Emissions from the production, distribution and consumption of fossil fuels and as a by-product from cement 
production. 
28 This involved linking the ETS and Kyoto carbon registries. 
29 Their argument assumes that conventional or ‘easy’ oil production has already peaked.  
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The IPCC report on mitigation indicates that avoiding temperature increases beyond the 2 – 2.4°C 
range requires that overall emissions peak between 2000 and 2015 and are then sharply reduced by 
between 50% and 85% by 2050. Thus, the window period for reversing emission trends is half over. 
At the international level, political realism evades this issue.  
 
It is not merely that the targets are inadequate or, if global depression is averted, that they will be 
missed. The Kyoto instruments of carbon trading and off-sets facilitate accumulation by 
dispossession. New instruments are being cobbled together in the present negotiations to extend this. 
Thus, the World Bank has set up a ‘Forest Carbon Partnership Facility’ to expand the carbon market 
into ‘avoided deforestation’. It is pushing for ‘Reduced Emissions from Deforestation and 
Degradation’ (REDD) to be included in the Copenhagen agreement. REDD would repeat the 
grandfathering logic of Kyoto, rewarding the countries and corporations who have destroyed most. 
Indeed, the scheme creates an incentive for deforestation which can then be halted – or claimed to be 
halted – in return for carbon trading revenues.  
 
Indigenous people who have conserved their forest and resisted the loggers – many of whom were 
financed by the World Bank in the first place – would get nothing. This is logical. If they are not 
destroying their forests, they cannot be rewarded for stopping it. Beyond this, the International 
Forum of Indigenous Peoples on Climate Change (IFIPCC) charge that the REDD would enable the 
theft of their land as “States and Carbon Traders will take more control over our forests”.30 There is a 
considerable history behind their apprehension as global forestry partnerships – typically involving, 
the World Bank, global conservation NGOs, national state and transnational corporate interests – are 
already eroding the rights of indigenous forest dwellers.31    
 
This transfer of power, from people to managers, is reproduced at scale through the carbon market. It 
puts decision making on investments and hence development in the hands of financiers. At Bali, 
IFIPCC delegates were physically excluded from various fora where they hoped to be heard. The 
carbon market makes exclusion automatic.  
 
It may be that emissions will now peak courtesy of economic depression. Depression is not 
acceptable to world leaders who represent political realism. It is happening anyway. Zizek notes that 
they have prevaricated on climate change as they did in response to the food crisis. “But with the 
financial meltdown, the urgency was unconditional; a sum beyond imagination was immediately 
found. Saving endangered species, saving the planet from global warming, finding a cure for Aids, 
saving the starving children … All that can wait a bit, but ‘Save the banks!’ is an unconditional 
imperative which demands and gets immediate action” [2008]. Indeed, saving the banks is what 
Kyoto and carbon trading was about all along.  
 
What is revealed in the financial crisis is precisely that political realism is capitalism’s realism. It is 
defined by capital’s imperative for economic growth.32 There may be more booms and even bigger 
busts to come but this political order will not survive the next few decades. Yet, as The groundWork 
Report 2007 put it: 

                                                 
30 Statement by the International Forum of Indigenous Peoples on Climate Change (IFIPCC) on ‘reduced emissions from 
deforestation and forest degradation' (REDD) agenda item at the UNFCCC climate negotiations, November 2007. 
31 An example is the ‘bio-diversity offset’ programme for the Chad Cameroon oil pipeline where WWF and the Nature 
Conservation Society are involved in a partnership brokered by the World Bank – who helped fund the pipeline – to 
manage a forest park. The livelihood rights of the indigenous forest dwellers, the Bagyéli people, are then made subject 
to the conservation management regime.   
32 For a critique of growth, see A critical appraisal of the LTMS, published by SECCP in September, which forms a 
companion paper to this one [Hallowes 2008: 12ff]. 
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The politics of elite power remains inseparable from capitalist growth. As that power begins 
to fail, it is ever more brutally imposed every day on people and their environments and it 
will finally cost the earth. Those who are represented as the leaders of the world cannot 
conceive another way and cannot confront the challenges of the time. … It is necessary that a 
different order and logic of politics come into being. [177] 

 
Political realism will still be there in March 2009 when the South African government holds its 
national summit on climate change and seeks the endorsement of civil society. Political realism will 
still be there when an agreement is patched – no doubt in yet another desperate last late night session 
– at Copenhagen in December 2009 and the world’s leaders seek the endorsement of civil society. 
 
The purpose of that endorsement, it should be recalled, will be to send those who doubt home to bed 
with false comfort. People and organisations campaigning on climate change must now consider the 
meaning of their choices. It is common cause that many NGOs have focused on the politics of 
negotiation to the neglect of building popular participation. Many have felt uncomfortable working 
within the confines of what governments and corporations can be persuaded to. CJN! challenges this 
focus. It commits to taking “our struggle forward not just in climate talks, but on the ground and in 
the streets”. This is to challenge who makes the decisions, to arouse people to confront the issues of 
the times and the powers that shape their lives. It is finally about the meaning of democracy and of 
justice. 
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