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The Kyoto Protocol to the United Nations ConventionClimate Change (UNFCCC) expires in
2012. The nation states that constitute the paxtiése Convention are now negotiating an
agreement to succeed Kyoto. These negotiationscaeduled to be completed at the Copenhagen
conference of the parties (COP) in December 2088.process indicates that this agreement will
expand on Kyoto, retaining the carbon trading metdmas that are at its core.

In March 2009 the South African government plankdta 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 respdmsee been laid out in the Long Term Mitigation
Scenarios (LTMS), a research process commissiopdatebDepartment of Environmental Affairs
and Tourism (DEAT), the conclusions of which wedepted by Cabinet in July 2008. SECCP
published ‘A critical appraisal of the LTMS’ in Sember.

This paper is a companion to that one and focuseakeoclimate regime created by Kyoto. While
South Africa’s negotiating position for Copenhagel be discussed at the March summit,
government’s position is in fact largely pre-sceght South Africa has repeatedly expressed its
commitment to carbon trading and to the expansidheo‘clean development mechanism’ (CDM)
in particular.

This paper discusses how carbon trading under Kngdébes to global capital and the current crisis
of capitalism and, in the light of that, reflects @vil society’s response to Kyoto. It concludkatt
people and organisations campaigning on climatagdnahould now interrogate their own positions.
As with the LTMS paper, this paper aims to contiéio people’s debates within their organisations,
movements and networks. The SECCP hopes to shareantinuing dialogue but believes that it is
the conclusions and decisions for action that peopme to that are important.

This document was prepared with support from Ox&Bn




The Kyoto Protocol is bust: it is not working taltee carbon emissions and it has no hope of
working. At the time of the Montreal conferencetloé parties (COP) in 2005, Britain was —
somewhat surprisingly given its lacklustre policiethe only country on track to reach its Kyoto
commitments for modest reductions by 2012. Thikigsement’ had nothing to do with climate
policy or measures but was mere happenstance. @inen90s, Britain shifted its energy production
from coal to gas for other reasons. These otheoreaturned out to be mistaken: gas prices have
since escalated and the future supply of gas apj@aeasingly uncertain. It is no longer on track.
In this decade, it increased coal use and startidimgy new coal stations — in the face of
considerable resistance from climate activistsd-tae chances of its reaching its Kyoto
commitment looked increasingly remote. Then, tleigrythe British economy went into recession.
Once more, it seems, Britain may actually react,gmbeyond, the Kyoto targets. It will be joined
by several other Northern countries as recessimadgp and deepens. As it dawns on the ‘world
community’ that this is the beginning of a globapdession, not merely a recession, the big Southern
countries may similarly find themselves doing thewwilling bit for the climate.

Economic catastrophe is thus revealed as the ¢onddr avoiding climate catastrophe. As yet, the
official world has avoided noticing this. The libktween climate change and the economic crisis
has been made only to warn against ignoring timeaté agenda in favour of the economic agénda.
Pious as it is, the warning is timely. A Europegreament to reduce carbon emissions by 20% by
2020 may come unstuck as European governmentsaaescue’ the economy. Italy has already
called for the agreement to be renegotiated fratae while various European governments are
bickering about who will pay the costs of climat#igation or complaining about a potential loss of
global economic competitiveness. Britain is noebehting the prospects of getting carbon
reductions back on track. It is doing everythingah to reverse recession and get the economy back
on track. So is everyone else.

There is a stark symmetry here. Kyoto is ineffectdecause it was negotiated to save the economy
and not the climate — that is, it was negotiateskige capitalism from what effective climate action
would require. Now, if it is not too late alreadlysing the economy presents the prospect of
inadvertently preserving the planet. This is brtgatimony to the unsustainable nature of the
economy that Kyoto set out to save.

The relationship between Kyoto and the economgiis in fact rather more intimate than the
potential for climate negotiations to be derailgdhe crisis. Carbon trading is at the rotten hefrt
Kyoto. The ‘flexible mechanisms’ that authorisedirag have given rise to mathematical modelling
as complex as that by which financial derivativesewvalsely valued. The agreement did not merely
reflect the interests of financialised capitabilectly expressed and expanded the Ponzi systaim th
has increasingly shaped the world’s governing ostlere about 1980. A Ponzi scheme is the fancy
term that economists give to a pyramid scheme -tlmatecan be maintained only by drawing in ever
more suckers at the bottom to pay out the firstersmat the top, but which collapses when there are
not enough suckers available. Over the last theeadks, the world has been governed to dragoon
the suckers in by coercion — as in structural ddjaat programmes — or enticement as in the illusory
promises of ever-expanding wealth or national ecgo@rowth. It is a system presided over by
knowing and unknowing charlatans in high officeisTis not necessarily a reflection on their

! The warning has been sounded by UN General Segiéam Ki Moon and several other ranking natiorad a
international officials.
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personal morality. Ponzi capitalism makes charktarits servants. | will return to the connection
with carbon trading below. First, a brief histofykyoto and of civil society responses to it.

The United Nations Framework Convention on Clin@tange (UNFCCC) and the Kyoto Protocol
were negotiated under the sign of the Washingtosseasus. They make governments responsible
for implementation while private sector corporai@re made the agents of implementation. This
agency, however, is voluntary and supposedly driethe carbon market brought into being by
states.

The Convention recognises that developed and dewej@ountries have ‘common but

differentiated responsibilities’. This principlenseant to secure developmental equity between North
and South and its inclusion was seen by Southarntdes as a major victory. The Convention thus
recognises first that Northern countries are be&sourced to implement the agreement and second
that Southern countries have a priority for deveiept. It then emphasises “sustainable economic
development” within an “open international econosystem” and allows that all countries will

define sustainable development in line with the@malevelopment priorities. It also distinguishes
between Annex | (developed) countries and ‘non-Anihé&eveloping) countries with the former
taking tougher commitments.

The UNFCCC initially relied on voluntary reductitargets for Annex | countries. No-one
volunteered. Kyoto is based on a proposal put fowa1997 by the US under Bill Clinton and sets
up emissions trading. This followed an earlier Braz proposal, rejected out of hand by the US,
that Northern countries exceeding their reductaogéts should pay a fine into a common pot which
could then be used to finance projects in Southeumtries. The US proposal also displaced
European proposals for a carbon tax.

The US essentially proposed a cap-and-trade schignilar to one that it claimed had successfully
reduced sulphur dioxide emissions in the US. Laatymann [2006] has since shown the claim was
in fact dubious although no-one at Kyoto had ttiermation to dispute i.Nevertheless, no-one
really believed cap-and-trade would work to redgiobal carbon. The proposal was finally adopted
for two distinct reasons of political expediencysE the preferred ‘market mechanism’ of EU
negotiators was to tax emissions but, because dng¥requires a consensus of all member states,
trading offered a politically easier rout&econd, it appeared that trading was a pre-comditr US
agreement. Having imposed its preferred systemgkiewythe US exempted itself from abiding by

it. The Clinton administration avoided puttingat€ongress for ratification and, under George Bush,
the US actively rejected Kyoto.

The Bush administration rejected Kyoto on the gdsuthat it was unfair for Northern countries to
take commitments if Southern countries did not. Uls of course, knew Southern countries would
not accept this. From the start, they have refgsetmitments until the North demonstrates real
reductions. They argue that Northern countries ldgeel on the back of high emissions and still
produce the substantial majority of emissions. Taleg suspected, with some justification, that the
North was using the climate negotiations to locksreconomic dominance by blocking economic
development in the South.

2 See pages 57ff and 84ff.
% See MacKenzie 2007.




5

Following the US withdrawal, the EU took over as tthhampion of Kyoto and of ‘multilateralism’.

It led a series of negotiations culminating in #u®ption of the Kyoto Protocol at Bonn in 2001. The
US nevertheless maintained a strong presence se tiegotiations where it used its outsider
position, and the bait of its possible ratificatibm weaken the agreement. It thus substantially
shaped the outcomes of negotiations while exemjised from the rules being negotiated.

Kyoto set mandatory emission reduction targetsa-wtbuld-be cap- to be achieved in the ‘first
commitment period’ (2008 to 2012). It specifiedgets for each Annex | country of between 8%
below and 10% above emissions levels in the ‘basejiear of 1990. This worked out as an overall
reduction for all Annex | countries of about 5%. @&under the umbrella of the Climate Action
Network International (CANI) welcomed mandatorygets. Although the targets were woefully
inadequate, it was argued that they would be ré&echgp in successive five year commitment
periods. Thus, in the ‘second commitment periodjibieing in 2012, it was expected that Annex |
countries would take on tougher targets while ‘omex I’ countries would also take mandatory
reduction targets.

The targets themselves, however, were foundededehply inequitable principle of
‘grandfathering’ and this was largely fudged bydbavho celebrated the achievement of Kyoto.
Grandfathering means that the right to future elmssis tied to historic emissions: the biggest
polluters in the ‘baseline’ year get the most rigfthe targets themselves thus enshrine historic
inequalities and project them into the future.

Kyoto set up carbon trading through three ‘flexifiechanisms’. Emissions trading allows Annex |
countries and corporations that exceed their realuthrgets to trade their surplus allocation with
other Annex | countries that do not meet the targhiint Implementation (JI) projects enable
investors in one Annex | country to invest in potgethat produce less emissions than a business-as-
usual project in another Annex | country and tanclacarbon credits’ for the reductions; The Clean
Development Mechanism (CDM) works in the same waept that the investors must be from
Annex | countries and CDM projects must be locateédon-Annex I’ countries.

The stated objective of CDM was to support sustdaedevelopment in Southern countries while
reducing the costs to Annex | countries of meetimegr reduction targets. Thus, Northern polluters
could invest in ‘clean development’ projects in 8wuth and claim carbon credits known as
‘certified emissions reductions’ (CERS). Alternatiy, they could buy CERs produced from CDM
projects on the market. The explicit reasoning helihis was first that the costs of meeting targets
would be unaffordable to Northern economies andrsgthat reductions would be cheaper in the
South. It is thus founded on unequal developmenlbieh is a polite phrase for economic, social and
environmental injustice.

The effects of trading on carbon emissions areigtaaly dismal. The EU set up its own internal
emissions trading scheme (ETS). The ETS has detiverofits to polluters and traders without
reducing emissions. This followed the over-allomatf give away emission rights to big
corporations, notably the power utilities, effeetivlifting the cap right off the corporate headsla
leading to a collapse in the carbon price. It virentproposed to ratchet down the cap and also to
auction emission rights to corporations rather thige them away. Both proposals will be the

* There is no real cap without it being global. Withthe US and the big Southern countries, capraié has no basis —
even if it is believed to work in principle.
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subject of intense political wrangling. Meanwhi@rious US finance & trading corporations are
already trading carbon and want in on ETS becdusféers a novel profit stream.

CDM has an equally inglorious record. It inviteaysrs to ‘game the system’ and they have
embraced the invitation. But even if the rulesfat®wed, the carbon accounting is based on aserie
of fictions and false assumptions (particularlyespect of off-sets). For Southern countries, CDM
has simply created a new arena of competitiondm@i@in direct investment. Real or not, the carbon
credits are subtracted from the northern countotal carbon count and must logically be added to
the Southern country’s count if and when they accepimitments. This, no doubt will provide
matter for more political wrangling.

There is no link between the price of carbon amdctbsts of climate change or the costs of emissions
reduction required to seriously mitigate climatarmge. Nor is there any necessary link between the
number of certified emissions reductions (CERSjiiculation and an overall reduction in
greenhouse gas emissions. There is not even dlgeiarantee that a CER represents anything
more than a convenient fiction. Lohmann et al [@&ow that pollution trading works only in a
limited range of circumstances and even then sééfective than conventional regulation. Trading
will nevertheless have far reaching consequenci's icreation of a new order of property rights

and, on the wrong side of those rights, a new dynaifrdispossession already evident in off-set

‘land use change’.

Wolfgang Sachs [2005] concluded that negotiatorsréacharged with protecting economic growth
and not the climate” to which end Kyoto embodigedistrategies: Northern obligations are
transferred to the South and East — through CDMSsJ#8) obligations are discharged through sinks —
that is, through carbon ‘off-set’ projects maintgéted in the South and again funded through
CDM:” and negotiations are framed to focus on the ecantaitpipe and exclude discussion of
driving interests in the engine room.

The political classes now appear genuinely alaratélde prospects of climate change. The Fourth
Assessment Report of the International Panel om&é Change (IPCC AR4) made it clear that the
world is running out of time and, in March 2007 tBU committed to a 20% unilateral reduction by
2020. In the US, Bush'’s denial of climate changeab®e politically untenable and even ExxonMobil
has given up on this line. German proposals a2@®¥ G8 for more stringent Annex | targets were,
however, rejected by the US which proposed anraltare agreement between major emitters,
implying that the US won’t move without China amdlia taking equal commitments. China
specifically ruled this out while announcing itsralimate action plan, claiming that “China will

not tread the traditional path of industrialisatiaturing high consumption and high emissions. In
fact, we want to blaze a new path to industriaitisgt® In the world’s most polluted country, this
seems a somewhat belated ambition.

The Kyoto Protocol expires in 2012. The Bali coefere of the parties, in December 2007, was to
initiate the series of negotiations to agree oncdrdon regime to succeed Kyoto in the second
commitment period. Here, the US appeared increpsisgated as nation after nation, including

® Sinks such as forests, land, oceans and ice abadsbn and so prevent it entering the atmospl@B&/ sink projects
are focused on tree plantations, begging seveestmns including: Whose land will be taken to tegae sink? What
confidence can there be that the carbon will sten® Is carbon emitted by industry in fact equinak® carbon
circulating through ecological systems?

® Ma Kai, head of the National Development and Ref@ommission, quoted by Jonathan Watts, London @asay
Monday June 4, 2007.
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even South Africa, castigated it for blocking presg. In fact, the US was merely repeating the
negotiating tactic that had proved so successfiato. Once more it made its own participation in
‘the Bali roadmap’ the defining issue at the coafee, holding out till the last moment in order to
create an appropriate level of desperation anduestiwen, before appearing to concede. It then joined
the ‘global consensus’ on the Bali roadmap, butrtaemap now appeared without even the targets
that were held to be Kyoto’s saving grace. At thims time, Bali entrenched carbon trading.
National delegates, North and South, brooked ngtgpreng of it. South Africa’s environment
minister spoke for the consensus view when hetbaig was no going back on carbon trading. The
result: trade but no cdp.

Nevertheless, the world’s assembled politiciandapmted the US ‘return to multilateralism’. At the
same time, the US attempted to keep open altemasygotiations between big polluters. The
strategy here was evident: to use those negotsatmnircumvent anything agreed in the multilateral
UNFCCC process. However, as the Bush administrafiatked lamely off stage, there were no
takers. China and India remained steadfast in #tierence to the Southern negotiating position.
Yet, in their use of the principle of ‘common bufferentiated’ responsibilities as a basis for
refusing any significant commitments, Southern ¢ones have merely signed over to the North the
power to define the global response to climate gban its own interests. Further, the argument
between Northern and Southern governments is ustiickd conceal and to forward their common
interest in creating a dysfunctional climate regime

The negotiations for the second commitment perrecdae to be completed in Copenhagen in
December 2009. In the US, president-elect Barackn@bhas given notice that the US will
implement a more aggressive domestic cap and syglem than any seen elsewhere (i.e. Europe)
and will support the international climate consendihe removal of the dead hand of the Bush
administration is welcome. Celebration of the in&ional consensus and the renewed vigour that
the Obama administration will bring to it is miséak With or without America, the purpose of
international carbon trading is, as it always wasvade making the cuts at home in the North.
European countries have already indicated thatwhiéyrade CDM carbon ‘savings’ to meet their
own targets. The US will expand the carbon markeemal times over. Billions will be up for grabs
and, as one trader emphasised to negotiatorsyéinket’ cares only about the price of carbon, not
about carbon reductions or sustainable developfrafitere Bush privileged big oil, Obama is set to
privilege finance capital.

At Kyoto in 1997, Friends of the Earth (FOE) sddtt after 11 days of negotiation, governments had
“‘come up with a compromise deal that could eved teeemission increases”. They were right.

The Kyoto Protocol was finally agreed at Bonn (C&fh 2001. NGOs under the umbrella of the
Climate Action Network (CAN), officially taken tepresent the voice of civil society, were
railroaded into endorsing the agreement by Européasials, fronted by Dutch environment
minister Jan Pronk. That endorsement was a stcagegir. It was given despite CAN'’s reservations
on carbon trading and on the inadequacy of Nortfenmex I) countries’ emissions reduction
targets. But CAN felt that establishing the priteipf targets, which could later be tightened, was
priority. It also felt support for Kyoto the onlyable response to US obstructionism: if Kyoto was

" Because there is no mandatory global limit to siniss, there is no logical connection between trgadind reductions
— even if the logic of cap and trade is acceptetiénfirst place.
8 See Lohmann 2008.
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scotched, the prospects of a new or better agreemeea dim’ In short, the NGOs supported Kyoto
on pragmatic political grounds. Clive Hamilt8summarises the argument for doing so:

The need to accommodate contentious and poorlyrsitode economic and equity effects in
a global environmental agreement made the Kyototregns the most complex and
ambitious international treaty process ever atteohgt involved 180-odd states with
enormously disparate interests and multitudinoleg@nces — even before account is taken
of the spoiling role of the powerful fossil fuebloy. ... Given the almost impossible task, the
Kyoto Protocol was a profoundly important achievamg007: 97]

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

Year after year, ECO submits constructive proposaleow the CDM can be improved.
Unfortunately, the efforts of certain Annex | Past{Northern countries] wishing to dilute
existing provisions of the CDM have always takeecedence over our efforts.

CAN was similarly forced into retreat on land uskesets and is now in retreat on carbon capture
and storage (CCS). Thus far, nukes have been eectliudm getting carbon credits but the big
artillery is already lining up.

It might be argued that all this — and even nukesworth it to prevent catastrophic climate change
The problem is, it will not. Instead, in endorsidgpto, the NGOs gave false comfort to many
millions of people who were increasingly worriedbabclimate change but reluctant to confront the
implications. Given that people — at least in Egrephad more faith in the honesty of NGOs than of
governments or corporatiofisit was precisely for that purpose that Pronk tthaktrouble to cajole
the NGOs into line.

Speaking of the North and the British in particujaurnalist George Monbiot comments in his book
Heat

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

It is this that the NGO endorsement sanctionedili@r part, and despite their best efforts to head
off the economic crisis, the politicians now fabe tmisfortune of succeeding.

° See for example, Tony Jupiter (Friends of thelfa@limate change: Kyoto’s the keylail and Guardian, 25
November 2005.

19 Hamilton does not speak for CAN but this accosmepresentative of the pragmatic defence of Kyoto.

1 CAN, CDM: Reform Don't ReforirECO Climate Negotiations, Montreal, 5 Decembd320

12 This was the conclusion of a survey by transnali®R corporation Edelman in 2001, presented tdriteznational
PR Association. Edelman was advising corporatetdien how to fight back against NGO criticism.
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The transformation of which Monbiot speaks involaamdical reduction in consumption by the
world’s rich — that is, by the 20% of the populatiwho consume 80% of the world’s production.
The majority of this 20% live in the North but aging minority is constituted by the rich in the
South. Policies aimed at maximising global or naiceconomic growth are aimed at benefiting this
group. The reason is simple. Because they consupsg mm1% increase in their consumption adds
more wealth than a 1% increase in the consumpfitimecopoorest 80%. The effects of this can be
seen at local level where ‘world class’ cities cetepwith each other to create enclaves of
conspicuous consumption in order to attract privatestment, at national level with policies like
Asgisa that seek to disconnect the making of wdedtin the making of poverty, to a range of global
policies, notably those that rig the rules of tradéalso those, like Kyoto, that embody the lagfic
‘the market'.

Believing, not without reason, that power lies wgthvernments and corporations and knowing that
growth is non-negotiable for both sets of powededd, the endorsement of Kyoto unwittingly
endorsed the priority for economy over climate. ¢&rclimate campaigning has been marked by the
effort to persuade governments and corporatiorisiies can preserve the planetary cake while
eating it. The over-selling of renewable energyhwiaims that it can replace fossil fuels and @nst
the levels of economic growth that fossil fuels éianabled, is the most common symptom of this
strategy. The u-turn on nuclear power by othert siscGreenpeace founder Patrick Moore is
another symptom. Monbiot himself argues for carbapture and storage from coal fired power
plants™ Indeed, while he insists on the necessity for ceduiconsumption, the rationaletdéatis
precisely that the powerful, backed by their cogiptonstituencies, will wreck the world if growth
cannot be reconciled with a reduction in carbonssians. Yet others have crossed to the corporate
world — former Greenpeace director Lord Melchethehe most prominent — on the rationale that
they would work to change the system from within.

These responses are not necessarily represerg&tAN’s position. The point is that they share the
attempt to reconcile growth with carbon reductidf®. some, this strategy is born of desperation.
For others it is the logical extension of their ovested interests. CAN itself is an alliance of
organisations and by no means ideologically homogenBut some large and influential members —
including the World Wildlife Fund and Conservatiloriernational — are not merely predisposed to
corporate solutions but are active participantsonstructing forms of environmental governance
adapted to the world of globalised capital. Thesimms within CAN are sharpening, leading to FOE
International withdrawing from CAN International @ctober this yeat®

The situation is indeed desperate. People aredgifealing the heat. In Africa, peasant households
are confronted by the increasing severity of drowgid flood. In Latin America glaciers that feed
water to whole cities are melting away. The risiiegans — as yet, just a few centimetres — are
already lapping over small island nations and waghiwvay land and houses in low lying deltas.
Even more alarming, ecological balances are alrépfing. The arctic ice cap is effectively lost. |

a decade or so, the sea ice that reflected hektiacspace (the ‘albedo’ effect) will be gone in
summer and the dark ocean will instead absorbehaé Methane is bubbling up from hitherto frozen

13 Monbiot reluctantly arrived at this conclusion hase, in the absence of a powerful enough sociaément
demanding austerity, he saw no other way of reduemissions at the required scale and in time eggut runaway
climate change. But he assumed CCS could be sopladthin the next decade. On purely technical gdsy this is
improbable and technology development will be farttielayed by economic depression. Beyond this,dbubtful that
carbon dioxide can be stored safely at the scajginred. Monbiot has subsequently joined directangito ‘keep the coal
in the ground’.

14 Local organisations affiliated to FOE are to méieir own decisions regarding membership of nationaegional
CAN structures.
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peat bogs and even from the sea floor as the peystahelts in northern Russia and Canada. It adds
a massive extra charge of greenhouse gas to thiaeernoy industry. In many areas, soils are turning
from carbon sinks to carbon sources. In shortwbid is on the cusp of runaway climate change.
Environmentalists warn that the rise in induste@alissions must be reversed within ten years. But
they said that already ten years ago. Giving ugxte decade now is itself a desperate optimism. |
the meantime, industrial emissions have not bedoecu The rate of increase has accelerated.

In contrast to CAN, the Climate Justice Now! (CJiHyup was formed in opposition to carbon
trading. The group is a network of organisationsja movements and indigenous peoples who
came together at the Bali COP and committed to €rgdfalse solutions to the climate crisis”
promoted by governments, the international findrinititutions and transnational corporatidns.
Examples of false solutions include “trade libesation, privatisation, forest carbon markets,
agrofuels and carbon off-setting”. The first twamples indicate the CIN! group’s understanding
that the carbon market has been developed witkicdntext of neo-liberal (or financialised) capital

The group outlines an action agenda for real smistincluding:

leaving fossil fuels in the ground and investingt@ad in appropriate energy — efficiency and
safe, clean and community-led renewable energy;

radically reducing wasteful consumption, first dacemost in the North, but also by Southern
elites;

huge financial transfers from North to South, basedhe repayment of climate debts and
subject to democratic control. The costs of adaptand mitigation should be paid for by
redirecting military budgets, innovative taxes aletht cancellation;

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

sustainable family farming and peoples’ food sowgty.

In the course of its history, capitalism has bembadied in successive regimes of accumulatfon.
The present regime is presided over by the UStasutteeds the British regime which was sunk by
two world wars and the depression in between. hikés predecessors, the US regime has been
marked by crisis. The crisis of the 1970s is asdediwith the US defeat in Vietham and the
subsequent ‘oil shocks’ and it led to the majotrresuring of capital associated with the names of
Thatcher and Reagan and given global force thrdglWashington consensus’. This included
ripping off the gains made by Northern labour dgtihe post-war years and engineering the debt
crisis that left Southern countries at the mercthefinternational Monetary Fund and the World
Bank.

A critical aspect of this revolution from above whe financialisation of capital — that is, an
increasing reliance on financial dealing rathentheoduction to secure profits, accompanied by a
shift of power from production to finance capitat.bottom, financialisation was a response to a

15 Climate Justice Now! Statement posted at Carbaudd Watch website on November 3, 2008. Amongsivitie
range of participants at Bali were the Durban GrimrgClimate Justice, Friends of the Earth, Focushe Global South,
the Indigenous Environmental Network, OilWatch, Wiampesina and the World Rainforest Movement.

16 See Arrighi 1994.
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crisis of ‘over accumulation’: the finance housesrfd themselves with more money than they could
invest safely and at a rate of profit to satisiitlshareholders and maintain economic growth.

Financialisation was one of two strategies to campée for the squeeze on profits. It involved
spinning financial assets based on debt throughragee complex derivatives through which the
original debt could be sold off several times oVailling this off required the suspension of state
regulation in favour of market regulation. Markenh¢tions that had been strictly demarcated were
now merged, even in defiance of remaining lawgravide ‘one-stop’ diversified and innovative
financial services. As one financier explained, ‘&bsed to be a conflict of interest is now a
synergy.®’ In short, the system required systemic fraud. kéming it required a constant bull run
to keep ‘compounding value’, as required by growtig to keep the suckers coming into the
pyramid base. Consequently central bankers, letdyS Fed, blew up one bubble after another to
absorb surplus capital, pump up Northern (and Swathlite) consumption, and sustain the bullish
sentiment on stock markets. As one wag put itFénow needs to find another bubble tist.

US energy giant Enron was symptomatic of the tarfiniance. It could not make enough profit from
producing energy to attract the investment frorariice capital necessary to keep it in the top rénk o
corporations. Instead, with the collusion of theld/s top finance houses, it conjured profits —
mostly illusory — from financial dealing and enetgyding and concealed losses — mostly real —in a
labyrinth of derivatives. It got real money fromli@ania where it engineered a series of blackouts
and so created an energy crisis which boostedtpifofim trading energy. It then blamed the
California State regulators for the blackouts aalied for total ‘deregulation’ — meaning total pawe
to regulate the market in its own interest. It uggeghosition of dominance to control informatiamda
the control of information was necessary to mami& dominance. For the most part, Enron’s spin
was what the financial press wanted to believe roltembodied the virtues of privatised ‘wealth
creation’. Once it lost that control, it collapsaca matter of week’.

Carbon trading similarly turns the state’s regutafanction over to the markets in order to create
new profit streams literally out of thin air. Trdees not, however, imply the retreat of the sthte.
the contrary, the profits of the market dependhenstate’s creation of property rights which are no
in carbon as such but in ‘avoided’ carbon emissidh®y are, curiously, rights in what is not.
Within the ETS, you can sell the carbon you didemoit against what the state gave you the right to
emit. In the CDM, things are even more tenuous. Wba did not emit is calculated against what
would have been emitted in the ‘business as uswald without the CDM project — that is, it is
calculated against a story of what will not be. Ti@M ‘saves’ carbon against that fictional
alternative future but has no relationship to totabon emissions. For example, CDM projects
producing energy from landfill gas in South Afriaee held to displace energy from coal fired plants
but do not relate to shutting down the equivalenoant of existing coal fired energy.

The scope for gaming the system in this marketdsylonbiot put it, wide enough to drive a
Hummer through! Indeed, it seems designed for it and fraud héadnbeen widely documented.

7 Jack Grubman, Citigroup executive, quoted in Bezr2003.

18 paul Krugman, this year's economics Nobel prizener, approvingly quoted the headline of an arfic/®nion:
“Recession-plagued nation demands new bubble &sirin.” Krugman op-ed column in New York TimeslyJL8,

2008.

19 video: Enron: The smartest guys in the roatirected by Alex Gibney, HDNet Films, 2005.

20 As well as ‘displacing’ coal, the landfill gas peots convert methane (a more powerful GHG) intdoa dioxide,
resulting in an overall decline in G& Lohmann [2008] argues that the equivalencetwdroBEHGs to CQ(e.g. 1 tonne
methane = 22 tonnes Gs itself arbitrary, but making this equivalengas necessary for a carbon market to function.
2L George MonbiotSo far the Bali deal is worse than Kyp@uardian (London), December 17, 2007.
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Lohmann [2008] notes that some carbon traders thleeshave warned that persistent fraud may
create a bubble within this market leading to ddapse. More broadly, however, the carbon market
bears the hallmark of global financialisation.rates new instruments of profit from trading,
innovative accounting or outright fraud to compeegar declining profits from production. Those
profits then join the global pool of capital andshbe reinvested wherever the profiteer can fird th
best return. The profits of trading must eitheiirgo expanding production — irrespective of whether
that is in a coal mine, a wind farm, a Hummer plama perfumery — or into the bubble econdy.
Carbon funds are growing fast with $12.5 billiopital already invested and being spun out through
new derivatives according to Nicholas Hildyard [8DAs the US under Obama creates a new
carbon market, it may just provide air for that newbble that the Fed needs to find. It is a market
that awaits its Enron.

The profits of financialisation are not cost frééthough counted as ‘value added’, Ben Fine argues
that they are in fact ‘value subtracted’ from ticereomy. They represent a transfer of wealth from
poor to rich in all countries and from South to thoglobally. Writing in the wake of the 2001
dot.com crash, Brenner observed that corporateutixes who cashed in their exorbitant share
options at the height of the boom managed “oné@htost spectacular acts of expropriation in the
history of capitalism” [2003: 22], leaving othenscluding their workers, to the consequences of
collapse. Commenting on the notion of the ‘riskisgt and the Enron bankruptcy, philosopher
Slavoj Zizek remarked “some (the Enron managerghdahoices, while others (the ordinary
employees) do the risking.” [2002: 92]. The samaldde said of ‘emerging market’ risk — investors
do the choices while Southern countries do themisk he risk to South Africa became evident with
the collapse of the currency in 2002 and the pattenow repeated. As the banks are bailed out and
top managers take their bonuses anyway, the atieersnclude more or less the rest of the world.

This appropriation relates financialisation to seeond, and interlinked, strategy used to compensat
for declining profits of production: accumulatiop tispossessioff. The groundWork Reports have
identified three ways in which this works and eommental injustice is imposed on people:

By polluting them, degrading their environments aodrcing labour to work for less than it
costs to live. This is callegkternalisation because corporations get a free ride by off-lagadin
costs onto communities, workers, the public purgkthe environment. Climate change is the
most spectacular form of externalisation and thetscare falling first and hardest on the poor
although everyone finally pays.

By directly dispossessing them and by privatisiogmon or public goods. This is called
enclosurebecause it eliminates or subordinates non-caglitgyistems of production, so ensuring
that all escape routes are closed and people caonave without capitalism.

By excluding them from the political and economic decisiong tead to their being polluted or
dispossessed.

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

22 The boundary between production and finance is smWwlurred that this is not strictly a choice.
% See Harvey 2005.
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cleaning it were reckoned to be too high for pedfility.>* Enclosures are most often associated with
off-set projects. Most involve planting trees amed land. Land is cheapest where people’s rights
are not recognised. In Uganda, land in the Mougb&National Park has long been disputed. In
2003, local people ripped up 400 hectares of exataalyptus trees planted to off set emissions from
Dutch power stations. Subsequently, the Benet pasph a court ruling recognising their rights to
the land. Ironically, these farmers then starteshiphg their own tropical fruit trees — althougleske
trees will get no carbon credfts.

Geographer David Harvey [2005] argues that, duttieggolden age’ of post war capitalism up to
the 1970s the exploitation of labour was the prinmaeans of accumulation and this created a
working class politics for ‘expanded reproductierfor full employment and better paid jobs based
on higher levels of growth sustained through inseelademand. These gains, however, were largely
confined to the First World and were not shared biyd World workers. Now inequality is growing
in all countries and the promises of developmerg hollow. Yet they retain great power because
there is no evident escape from dependence oratdpthere are no jobs on offer, then there is
nothing but scavenging scraps from the world’s ieeting rubbish dumps. Yet the numbers of
those made destitute through the enclosures aednaiities of accumulation by dispossession grow
every day while the potential for expanded reprdéidnowithin industrial capitalism shrinks and is
now collapsing.

Following Bonn, mainstream civil society has suppdiKyoto largely because it is ‘politically
realistic’ to do so: It is imperative that theresld be an international agreement and, given the
complexity of negotiating an international treagteen so many nations with conflicting interests,
the achievement of Kyoto must be built on. Thithis best hope we have for preventing catastrophic
climate change. Political and diplomatic realisiowkver, is at odds with climate realism.

The politically realistic consensus is now thattise in global temperatures should be kept within
the range 2° to 2.4° Celsius above pre-industiadls. NGOs have campaigned for a target of
‘below’ 2°.

In the actual physical world, however:

Global temperature rise is now just short of 0.860Gve the 1900 level,

Emissions to date mean that the world is alreadyneitted to a further rise in temperature;
Impacts are already ahead of schedule with sematatal positive feed-backs kicking in, such as
the loss of the albedo effect from arctic seaaceglerating rates of methane release from
permafrost peat bogs, the reversal of land sink®twces documented for some areas as well as
the saturation of ocean sinks; and

People are already feeling the impact, not leasffiita where millions of people dependent on
farming are already experiencing more severe ditsuayid more intense flooding.

% Undated document titleidandfill gas to electricity projeciprepared by.. Strachan (e Thekwini Municipality), B.
Couth (Consultant) and R. Chronowski (Prototypeb@arFund, World Bank).

% |Lohmann [2006: 219ff] documents a series of camiffset land grabs in Latin America, Africa andid&sFor the
Mount Elgon case, see also Stephan Faltis, other side of carbon tradingortune Magazine, August 29, 2007.
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There is no safe level for rising temperatures: i$°@ready dangerous. Climatologist James Hansen
describes 2° as a recipe for disa&er.

In the world of political realism, the target fdaabilising CQ concentrations in the atmosphere is
being fudged in two ways. First, the InternatioRahel on Climate Change (IPCC) reports a range of
uncertainty as to what level of concentration isassary to achieve the target of 2° — 2.4°C.
Politicians are choosing the upper limits. Secdhere is a difference between £&nhd total
greenhouse gas concentrations represented asdi@alents (Cge). Thus, British politicians

defined 550 parts per million G@s the target and pretended not to notice thantlieians 666 ppm
COee. But it sounds the same as the European Unigattaf 550 C@e. This European target is the
toughest on offer but well outside the range of 4480 that the IPCC estimates as necessary to
achieve the 2° — 2.4°C target.

The IPCC could not take account of the latest Eatgely for reasons of political realism. On the
basis of this data, Hansen et al [2008] conclud, fihat 1°C is already dangerous and second, that
the ‘safe’ concentration level is already excee@®@: concentrations are presently at about 385
ppm (about 460 ppm G®) and rising. If the goal is to avoid ‘catastrapbiimate change’, the

target must be 350 ppm GOr less.

Around 2003, industrial C£&emission$’ were running at 26.4 billion tonnes a year aceagdo the
IPCC [2007]. Political realism sets an emissiomBiotion target of 50% by 2050 —i.e. to around 13
billion tonnes a year. Taking account of ‘common differentiated responsibilities’, this implies an
80% reduction in the North and around 30 — 40% ctda in Southern countries, taking 2003
emissions as the starting point. The IPCC in fags shat reductions of between 50 and 80% are
necessary to achieve the 2° — 2.4°C target. Roligalism thus takes the lowest target that haseso
ring of credibility to it.

In fact, while political realism agrees to thisgat;, politically realistic mitigation actions hamet
produced a reduction in emissions. To the contthg/pace of carbon dioxide emissions has
accelerated since 2000, growing faster than predlict “the most fossil-fuel intensive of the
Intergovernmental Panel on Climate Change emissoasarios developed in the late 1990s”
[Raupach et al 2007: 1]. This is the case foralans North and South. It is not just about China
and India. Although China is slated to overtakelilseas the world’s top emitter, per person
emissions are actually rising faster in the US tina@hina. In 2007 Europe committed to unilaterally
reducing emissions by 20% by 2020. It is now cthat it intends achieving a good part of this
reduction through CDM credits and, following a riegary tweak in October this ye&tFuropean
corporations are now able to import CDM creditedily and at a lower price than ETS credits.

Accepting the target of reducing @€oncentrations to 350 ppm, implies “that net C@®ssions
approach zero”, according to Hansen et al [2008TR¢y argue that this can be achieved by leaving
non-conventional oil in the groufdphasing out all coal-fired energy by 2030 andaalti

enhancing the carbon absorption potential of soil$ forests through changed agricultural practices
and forestry practices.

6 Testimony to US Congress, June 23, 2008.

2 Emissions from the production, distribution andiaemption of fossil fuels and as a by-product freement
production.

8 This involved linking the ETS and Kyoto carbonigtges.

# Their argument assumes that conventional or ‘esi$production has already peaked.




15
The IPCC report on mitigation indicates that avaidiemperature increases beyond the 2 — 2.4°C
range requires that overall emissions peak bet®660 and 2015 and are then sharply reduced by
between 50% and 85% by 2050. Thus, the window @gddpreversing emission trends is half over.
At the international level, political realism evadeis issue.

It is not merely that the targets are inadequaté global depression is averted, that they wdl b
missed. The Kyoto instruments of carbon trading @ffidets facilitate accumulation by
dispossession. New instruments are being cobbggther in the present negotiations to extend this.
Thus, the World Bank has set up a ‘Forest Carbom®aship Facility’ to expand the carbon market
into ‘avoided deforestation’. It is pushing for ‘®eced Emissions from Deforestation and
Degradation’ (REDD) to be included in the Copenimaggreement. REDD would repeat the
grandfathering logic of Kyoto, rewarding the coiggrand corporations who have destroyed most.
Indeed, the scheme creates an incentive for deédi@s which can then be halted — or claimed to be
halted — in return for carbon trading revenues.

Indigenous people who have conserved their foregtrasisted the loggers — many of whom were
financed by the World Bank in the first place — Webget nothing. This is logical. If they are not
destroying their forests, they cannot be rewardedtbpping it. Beyond this, the International

Forum of Indigenous Peoples on Climate Change QElPcharge that the REDD would enable the
theft of their land as “States and Carbon Tradéit<ake more control over our forests* There is a
considerable history behind their apprehensionasagforestry partnerships — typically involving,

the World Bank, global conservation NGOs, natiagtate and transnational corporate interests — are
already eroding the rights of indigenous forest ltere>"

This transfer of power, from people to managersgpsoduced at scale through the carbon market. It
puts decision making on investments and hence dewent in the hands of financiers. At Bali,
IFIPCC delegates were physically excluded fromoaussifora where they hoped to be heard. The
carbon market makes exclusion automatic.

It may be that emissions will now peak courtesgainomic depression. Depression is not
acceptable to world leaders who represent politiealism. It is happening anyway. Zizek notes that
they have prevaricated on climate change as tlteindiesponse to the food crisis. “But with the
financial meltdown, the urgency was unconditiomasum beyond imagination was immediately
found. Saving endangered species, saving the diametglobal warming, finding a cure for Aids,
saving the starving children ... All that can waltig but ‘Save the banks!" is an unconditional
imperative which demands and gets immediate acf@®08]. Indeed, saving the banks is what
Kyoto and carbon trading was about all along.

What is revealed in the financial crisis is prelgigkat political realism is capitalism’s realisihis
defined by capital’s imperative for economic growfrhere may be more booms and even bigger
busts to come but this political order will notaue the next few decades. Yet, as The groundWork
Report 2007 put it:

30 Statement by the International Forum of Indigen@asples on Climate Change (IFIPCC) on ‘reducedsioms from
deforestation and forest degradation' (REDD) agéteda at the UNFCCC climate negotiations, Novenh7.

31 An example is the ‘bio-diversity offset’ programrue the Chad Cameroon oil pipeline where WWF arelNature
Conservation Society are involved in a partnershgkered by the World Bank — who helped fund theepihe — to
manage a forest park. The livelihood rights ofitidigenous forest dwellers, the Bagyéli people them made subject
to the conservation management regime.

32 For a critique of growth, sefecritical appraisal of the LTMSpublished 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 inseparablefrcapitalist growth. As that power begins
to fall, it is ever more brutally imposed every daypeople and their environments and it
will finally cost the earth. Those who are reprasdras the leaders of the world cannot
conceive another way and cannot confront the ahgdle of the time. ... It is necessary that a
different order and logic of politics come into ihei [177]

Political realism will still be there in March 200¢hen the South African government holds its
national summit on climate change and seeks thersechent of civil society. Political realism will
still be there when an agreement is patched — nbtdo yet another desperate last late night sessio
— at Copenhagen in December 2009 and the worldtels seek the endorsement of civil society.

The purpose of that endorsement, it should beleztakill be to send those who doubt home to bed
with false comfort. People and organisations cagrmpag on climate change must now consider the
meaning of their choices. It is common cause traty"NGOs have focused on the politics of
negotiation to the neglect of building popular g#pgation. Many have felt uncomfortable working
within the confines of what governments and corpona can be persuaded to. CIN! challenges this
focus. It commits to taking “our struggle forwardtfust in climate talks, but on the ground and in
the streets”. This is to challenge who makes tlogsgns, to arouse people to confront the issues of
the times and the powers that shape their lives fimally about the meaning of democracy and of
justice.




17
#

Arrighi, G. 1994, The Long Twentieth Centuljerso.

Brenner, R. 2003Towards the Precipicdondon Review of Books Vol. 25, No. 3, 6 Feb 2003
Christian Aid, 1999Who owes who: Climate change, debt, equity andalrv

The groundWork Report, 200Peak Poison: The elite energy crisis and enviroralguastice
written by David Hallowes and Victor Munnik, groungrk.

Hallowes, D. 2008A critical appraisal of the LTMSSECCP, September 2008.

Hamilton, C. 2007Building on Kyoto New Left Review 45, May-June 2007.

Hansen, J., M. Satoa, P. Kharechaa, D. Beerlingerierd, V. Masson-Delmottee, M. Paganid, M.
Raymof, D. Royerg and J. Zachosh, 20D&,get Atmospheric CO2: Where Should Humanity Aim?
Submitted at arXiv.org, 7 April 2008 and revisedJL®e 2008 (ref: arXiv:0804.1126v2).

Harvey, D. 2005. The New Imperialisi@xford University Press.

Hildyard, N. 2008A (Crumbling) Wall of Money: Financial bricolagegivatives and poweiThe
Corner House, October 2008.

Lohmann, L. 2006Carbon Trading: A critical conversation on climatkange, privatisation and
power, Development Dialogue No. 48, September 2006.

2008.Toward a different debate in environmental accountThe cases of carbon and cost—benefit
Accounting, Organizations and Society (forthcomiagyl available at www.thecornerhouse.org.uk.

Lohmann, L., J. Kill, G. Erion and M. Dorsey, 200&following the American pollution trading
model a recipe for injustice in global carbon masgén Trouble in the Airedited by Patrick Bond
and Rehana Dada, Centre for Civil Society.

MacKenzie, D. 2007The political economy of carbon tradingondon Review of Books, Vol.29,
No.7, April 5, 2007.

Monbiot, G., 2006. Heat: How to stop the planeting, Penguin,

Raupach, M., G. Marland, P. Ciais, C. Le Quér€ahadell, G. Klepper and C. Field, 20Giobal
and regional drivers of accelerating G@missionsProceedings of the National Academy of
Sciences available at www.pnas.org.

Sachs, W. 2009=quity in the Greenhouse. How just is the Kyotatétol?in Vermeersch, E. (ed),
Reading the Kyoto Protocol. Ethical aspects of@bavention on Climate Change, Delft, Eburon.

Zizek, S. 2002. Welcome to the desert of the, Néatso, London.
2008.Use Your lllusionsLondon Review of Books, November.




18

The Sustainable Energy and Climate Change Project
seek a just transition to renewable energy and a low-
carbon economy. The SECCP works to promote local and
global environmental and social justice on sustainable
energy and climate change issues, by changing policies
and behaviour through building the awareness and
capacity of civil society and government, to achieve an
equitable future with respect for all. The SECCP is a
campaign within Earthlife Africa Jhb.

Contact details for the SECCP are:

Sustainable Energy & Climate Change Project
Tel: +27 11 339 3662

Fax: +27 11 339 3270

Email: seccp@earthlife.org.za

P O Box 32131

Braamfontein 2107

South Africa

www.earthlife.org.za

AFRICAH

sustainable energy
& climate change

partnership




