=281 IDDR!

[54] SciencesPo.

G DVE R NAN c E N° 09/09 DECEMBER 2009

The “Bottom Billion”
and Climate Change in the Context
of the Global Crisis

This publication contains the proceedings of the Launch Conference of the
Initiative for Development and Global Governance (IDGM), held in Paris
on 6 November 2009 and organised by the FERDI (Fondation pour les
Etudes et Recherches sur le Développement International) and IDDRI.

The Initiative for Development and Global Governance, which is suppor-
ted by the French public powers (the Ministry of Finance, the Ministry
of Foreign and European Affairs and the French Development Agency),
is aimed at building capacities for debate and analysis on economic deve-
lopment and global public goods, supporting research on the practical pro-
blems and issues of development that are often overlapping and/ or contra-
dictory, and encouraging the renewal of scientific thinking in this field,
leading to policy recommendations.

INSTITUT DU DEVELOPPEMENT DURABLE ET DES RELATIONS INTERNATIONALES | 27, RUE SAINT-GUILLAUME 75337 PARIS CEDEX 07 FRANCE . .
www.iddri.org



www.iddri.org




The “Bottom Billion”
and Climate Change in the Context of
the Global Crisis

OPENING
Lucien CHABASON Deputy Director of IDDRI
Patrick GUILLAUMONT President of FERDI

From the G5 to the G20, What Future for the Global Economic Governance?
Valéry GISCARD D'ESTAING Former President of France Honorary President of the FERDI

Morning Session — Beyond The Crisis, What Are The Issues?
Claude MARTIN Former Director General, WWF-International
Jean-Michel SEVERINO Director General, French Development Agency
Valentine RUGWABIZA Deputy Director General, WTO
Jaime de MELO Professor, University of Geneva
Alexander SARRIS Director, Trade and Markets Division, FAQ
DISCUSSION

Who Does What Faced With The Diversity 0f Objectives?

Mark HALLE European Representative, International Institute for Sustainable Development

Jean-Claude BERTHELEMY Professor of Economics, University of Paris |

Jorge Braga de MACEDO Professor and Director, Center for Globalization and Governance,

Faculty of Economics, Universidade Nova de Lisboa (CG&G/FEUNL), President Tropical Research Institute (IICT), Former Portuguese Finance Minister
Christian MASSET Director General for Globalisation, Development and Partnerships French Ministry of Foreign and European Affairs

Michel SIDIBE Executive Director of UNAIDS Under Secretary-General of the United Nations

DISCUSSION

Laurence TUBIANA Founder of IDDRI and Professor at Sciences Po Paris Director of the Directorate for Global Public Goods,
Ministry of Foreign and European Affairs

Valli MOOSA Former President, International Union for the Conservation of Nature Former Minister

for Environmental Affairs and Tourism, Republic of South Africa

Arunabha GHOSH Oxford-Princeton Global Leaders Fellow, Woodrow Wilson School, Princeton University

Cyril ROUSSEAU Head of Section: “MF3 — Official Development Assistance and Multilateral Institutions of Development”
DISCUSSION

Conclusion
Laurence TUBIANA Founder, IDDRI
Patrick GUILLAUMONT Chairman, FERDI

14
14

15
17
18
19

21

21
22
24
26

29
29



The “Bottom Billion” and Climate Change in the Context of the Global Crisis

Opening

Lucien CHABASON
Deputy Director of IDDRI
It is a great pleasure for me to welcome the
former president of the French Republic,
Valéry Giscard d’Estaing, who has done us the
honour to come and talk to us for this open-
ing session. I also extend a warm welcome to
all of you who have come to this conference
on the Initiative for Development and Global
Governance.
We are very grateful to the Minister for Euro-
pean and Foreign Affairs and the French De-
velopment Agency who have assisted us in this
new form of development.
It has been decided that two different and
complimentary research institutions, IDDRI
and FERDI, would create joint synergies in the
hope of developing enhanced capacities for
analysis, academic research, and proposals in
the domains of sustainable development and
global governance.

In the past few years, IDDRI has focused its

activities on issues that unite these domains:

= Adaption to climate change;

» Sustainable urban development, particularly
in developing countries;

» Issues in coastal zones affected by climate
change and developments in agriculture,
tourism, and biodiversity;

= Marine biodiversity, the fishing industry, and
high seas statutes;

» Agriculture as affected by climate change
and biofood security;

= Environmental and climate refugees.
We intend to further develop these activities in
this partnership with FERDI, who will help us
carry out the necessary political analysis and
set up the development policies.
Considerable challenges arise from the eco-
nomic crisis. The instruments we have set up
over the past 30 years for international envi-
ronmental policy may not perform well for
issues intended to enhance sustainable devel-
opment. In focussing on governance in this
partnership, we face the major challenge of the
materialisation of the necessary legal instru-
ments and institutions for the environment
and for development.

Patrick GUILLAUMONT

President of FERDI

It is a great honour for me to take the floor to-
day and to open this meeting, and most partic-
ularly to welcome the former president of the
French Republic, Valéry Giscard d’Estaing.
The Initiative for Development and Global
Governance was implemented by the French
government with the objective of launching
French reflection on development policies,
based on the results of concrete research.
Cooperating on our joint objectives can only
be an advantage for IDDRI and FERDI. This
Initiative is an independent activity backed
by public authorities. I take this opportunity
to thank the French Development Agency and
the supervisory Ministers who have allowed us
to prepare it.

The title of today’s conference is based on the
book by Paul Collier “The Bottom Billion: Why
the Poorest Countries are Failing and What Can
Be Done About It.” We are interested in seeing
how the objectives of sustainable development,
economic recovery, and global governance can
interact and in determining how they can
move forward together. We will be discussing
the coordination of the different international
economic players for deciding priorities.
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From the G5 to the G20,
What Future for the Global Economic

Governance?

Valéry GISCARD D’ESTAING

I am delighted to be before you here today.
We live in a world of one single thought where
there is very little margin for expression of
originality or individual analysis. The one or
two ideas that I would like to convey today are
highly personal. There is no right or wrong on
these issues. There is simply a way of throwing
a light on the questions to be dealt with.

The Multi-Faceted Backdrop

Change in Demography

The greatest variant in the life of our planet
over the last 150 years has been the change in
demography due to the explosion of the popu-
lation and to migratory flows. We cannot ap-
proach environmental problems without deal-
ing with demographic issues.

Uniformity vs. Diversity

Worldwide culture is extremely marked by a
perpetual search for uniformity. Dominant
schools of thought pivot around the idea that
future patterns will be more uniform. I believe
that, on the contrary, we will be heading to-
wards a worldwide organisation that will be
much more diverse.

Necessity of Scientific Thought

We are curiously being managed by legal ex-
perts or administrators but unfortunately are
not seeing the scientific mind in the higher cir-
cles of reflection and power. Industry and the
different forms of energy presuppose a culture
based on engineering and scientific compe-
tence.

Global Economic Governance

The G5

We conceived the first G5 in 1975 with Chan-
cellor Helmut Schmidt. We were not thinking
of creating any form of global economic gov-
ernance.

Our objective was to learn about the person-
al ideas of the heads of the most significant
world economic players and to find out if they
would be ready to launch certain projects. We
had been struck to see that the major heads of
state did not express their opinions on major
international economic or monetary issues.
We therefore wanted to cut these leaders from
their experts and to bring about a frank discus-
sion between them.

We decided to limit the number of participants
to the only countries that had true economic
punch at the time: the United States, Japan,
Great Britain, France, and Germany. We asked
them to send only three people: the head of
state, the Minister of Foreign Affairs, and the
Finance Minister. The only people present in
the room in the Chateau de Rambouillet were
the 15 participants and the interpreters.

The small group rapidly expanded to become
the G6 and then the G7, due to pressures to
have Italy and Canada join.

Efficiency of the G7

The meetings turned out to be extremely use-
ful. We decided not to come back to a fixed
parity system and to combat protectionism.
In order to counter the political and economic
consequences of the second oil shock, we were
able to create a type of quota for oil supplies.
Unfortunately, the media and bureaucratic cir-
cles rapidly held sway. The number of journal-
ists increased, only adding to the confusion.
The participants brought members of their
administrations. We became far more bureau-
cratic. The system lost some of its usefulness.
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Desire for Expansion

New major economic players entered the world
scene. Global indicators were changing. Many
expressed the desire to enlarge the Group.

The list was redrafted. We ended up with all of
the countries that contribute to the creation of
global wealth and GDP.

The critical goal of the meetings, finding out
what the leaders had in their minds, had to be
abandoned. The expansion of the group put an
end of the usefulness of the G7.

The Future of Global Governance

The need for global governance is an objec-
tive reality. We need to find management
decision-making instruments for optimum ef-
ficiency.

Historically, the economic sphere has been
fragmented, which did not prevent cooperation
for progress and development. Small regional
structures were enlarged to form medium-
sized national structures that grew to groups
of states, single markets such as the European
common market.

Limitations of the G20

Limited Decision-Making Possibility

The composition of the G2o may be a better re-
flection of the reality of the current economic
world, but it weakens the discussion and deci-
sion-making capacities of the meetings.
Competency can only be transferred to a high-
er level when that level handles an almost ho-

mogenous set of situations. Due to the huge
diversity in the global system, there is no pos-
sibility for decision-making or for the develop-
ment of specific operational recommendations
in the Gzo.

Limited Means of Checking

Due to the diversity of situations and admin-
istrative practices, we cannot check on the im-
plementation of measures.

The Continental Dimension

Economic governance at a continental dimen-
sion would be more appropriate. The United
States, China, and Latin America have all con-
ducted reforms of their systems at this level,
leading to positive results.

I think that over the long-term a global econom-
ic organisation system will develop through an
interim stage of continental organisations and
through relationships at a higher level between
the major continental structures. That is why
the European organisation structure represents
an adequate level for decision-making and for
checking on the measures of good economic
governance. In the next 200 years, we will be
able to deal with the transfer of power from
the regions to the global level.
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Beyond the Crisis, What Are the Issues?

Claude MARTIN

Interlinkages in the Global Environment
The same interlinkages confront all of us,
whether we come from financial, environmen-
tal, or social circles.

Material and Energy Consumption

The first interlinkage is humanity’s footprint,
the connection between material and energy
consumption. It is at the centre of all of the
problems we currently face on the planet.

Food Production
Access to food production is the most essential
element for the survival of humanity. It is pres-
ently affected by the various ways we are using
our biosphere:

Forest Destruction

The world forest surface has been dimin-
ished dramatically, particularly in the past 100
years.

Water Scarcity

Our consumptive behaviour on water avail-
ability through the use of hydroelectricity and
irrigation has had dire consequences on food
production potential.

Marine Depletion
Over-fishing has impacted biodiversity.

Climate Change

In recent years, every problem in the overall
ecosystem has been greatly compounded by
climate change.

A Few Important Drivers of

Emissions and Consumption

In South America, the conversion of forests for
agricultural purposes, essentially for soy prod-
ucts, is the main driver of deforestation. Most
of this soy is exported to Europe and China for
cattle feed.

Due to soil erosion, grain harvest has declined.
At the same time, the global increase of meat
production exacerbates COz emissions and
water consumption.

Problems and Possible Solutions
Unresolved ecosystemic problems could grad-
ually translate into displacements, social ten-
sions, and security risks for much of the world
population.

The disastrous consequences of the growth
of humanity’s ecological footprint have been
measured for the global ecosystem.

Virtually every sector in energy production
and consumption has to make a contribution
in order to reduce emissions to a level below
the biocapacity reserve. Reduction has to come
from the efficient use of electricity and fuel,
from the use of renewable energies, and from
other technologies such as carbon capture and
storage and possibly from nuclear power.

The United Nations REDD Framework “Reduc-
ing Emissions from Deforestation and Degra-
dation” holds the potential of massive reduc-
tion of CO2 emissions and could also benefit
biodiversity conservation and fulfil a number
of development goals.

Other instruments such as the Forest Steward-
ship Council support the sustainable develop-
ment management of forests.

A Few Opportunities

» A system of rice intensification can result in
up to 50% less water consumption and a re-
duction in emissions.

= In 2004, the Convention on Biological Diver-
sity increased marine-protected areas and
no-fishing zones. Such areas hold huge po-
tential for the regeneration of fish stocks.

» The OECD Round Table on Sustainable De-
velopment has been developing measures to
halt illegal fishing.

Building Social Resilience
We need to focus on the intersections of en-
vironmental and social issues and to build



general resilience in large regions. This can be
done by means of an analysis of the drivers of
forest loss, mitigation of ecosystem fragmenta-
tion, integrated river basin management, and
long-term projections of climate change demo-
graphic impacts.

Jean-Michel SEVERINO

This Initiative under the aegis of FERDI and
IDDRI is important because it allows us to re-
visit our public-policy thinking. I would like to
focus on the abstract considerations concern-
ing public policymaking. I shall express some
of the uncertainties, doubts, and anxieties we
are facing because I think it could trigger a
constructive collective approach. We need to
explore the reasons for the failure of public de-
velopment aid and the possibilities for moving
forward.

Simultaneous Trends Over the Past Decades

Growth of Stakeholder Numbers

The players, all too numerous, have been
spreading too thin. In the 1990s, official devel-
opment aid was steeped in the preoccupation
of helping former colonies. The main driver for
public policy was to reduce poverty in order to
improve the fate of our fellow human beings.
In reality, there were deep geopolitical con-
cerns. When the Berlin Wall fell, the money
for the benefit of Africa and Latin America
dwindled. Public policy shifted from ethical
solidarity concerns to more national interests.
By the end of the 1990s, the number of public
stakeholders increased. Official government
mechanisms for aid became decomposed and
the role played by civil society stakeholders in-
tensified.

Change in Motivation and Determination

The past decade has shown a re-emergence of
concerns about environmental issues, geopo-
litical matters, crisis management and preven-
tion, and the regulation and deregulation of
international trade.

Concerns for eliminating poverty may have be-
come secondary to the wide spectrum of broad
issues or may have become a pretext to achieve
other objectives.

The biggest paradigm shift in international aid
has been from policies based on ethics or mor-
al grounds to policies based on transferring ca-
pacities or financial flows. The main objectives
today are redistribution, offsetting, capacity
strengthening, and convergence.

Change in Financial Structures

The old system of budgetary allocation to pub-
lic and private structures has been completely
superseded by a multifaceted international
system. Huge international funds, cross-border
initiatives, direct multilateral transfers, and a
multitude of financial and mechanical instru-

ments no longer have visible concrete impacts
on the field.

Chaotic Public Policies

The universal tools created through the Paris
Declaration have been displaced horizontally
by new players and upwards by players who
do not work in the field.

We are in an era of costly and chaotic public
policies. Public stakeholders have completely
lost control of the resourcing and allocation of
funds. This situation has generated considera-
ble inefficiencies that are no longer even identi-
fied. The statistical and accounting framework
is incapable of giving any true figures.

Avenues of Exploration

A New Concept of International Public Policies

We have to abandon the idea of public aid and
move towards a new concept of international
public policies. We have to restructure the way
we measure such policies. We must be able to
access costs, impacts, and volumes on a basis
that will be credible, audible, and comprehen-
sive.

Revision of the Millennium Development Goals

We have to revise our Millennium Goals. They
no longer represent the whole spectrum of in-
ternational policies. We need to find new con-
ceptual and practical facets that make them
more understandable to the taxpayer.

Recentralisation of Aid Management

We need to create think tanks, communication
methods, and means of encouragement for
more consistencies and cohesiveness.



More Strength to the Declaration of Powers

To build the international service policies over
the coming years, we need to envision the needs
of the world 30 or 40 years into the future. We
need to modernise the traditional framework
and build a new idea of ODA. That is where the
main challenge of the Initiative lies.

Valentine RUGWABIZA

The Need for New Reflection

The times we are living through call for a new
era of reflection due to the fact that current ef-
forts have fallen short of our expectations. The
challenges we confront are global and cannot
be resolved at national or even on a Continen-
tal level. They require full consistency, coher-
ence, and cooperative efforts in order to seek
solutions on a worldwide platform.

Lessons from the Multilateral
Trading Platform

Necessity of a Regulatory Foundation

Since the multilateral regulatory trade system
was created over 6o years ago, we have learnt
that it is not possible to have harmonious and
mutually-beneficial relations between nations
in any sector if they are not established on a
solid regulatory foundation.

Difficulties in Reconciling Different Interests

It is exceedingly slow and difficult to reconcile
different interests from different countries at
different stages of development. Countries op-
erate with different motivations, use different
approaches, and all believe they have different
levels of responsibility/obligation.

Need for New Incentives

For issues that are far more complex than mul-
tilateral trade rules, such as climate change,
we must find new incentives for a multilateral
agreement. Unfortunately, the dramatic reali-
ties of drought and of food shortages do not
provide sufficient motivation to encourage
governments to work together and to agree to
a certain number of rules, principles, and ob-
jectives.

Need for Multilateral Cooperation

Multilateral cooperation is the only way out
when we are confronted with challenges that
go above and beyond the boundaries of nation-
al territories.

Lessons from the Doha Development Round
Through the Doha Development Round launched
in 2001, WTO Members have undertaken to im-
prove the system of multilateral trade rules to
better represent the interests of countries that
are at different levels of development.

From the agenda setting to the emphasis put

on development issues, the DDA negotiations

are a reflection of the new balance of power
between developed and developing countries
which constitute two-thirds of WTO member-
ship and have today, as opposed to GATT time,

a major stake in setting new rules and improv-

ing existing ones. A negotiation between 153

countries on more than 30 issues takes time.

» One of the lessons we have learned from the
DDA is that global issues call for global so-
lutions and are sustainable only if they are
negotiated multilaterally: this takes time, in-
clusiveness and political will.

» Another lesson is the necessity for better
regulated systems: it is vital for us to dif-
ferentiate between systems of regulation
and of deregulation. The necessity for more
regulated financial systems has been clearly
demonstrated by the current crisis. The re-
gulations built by the MTS proved resilient
as most of the WTO Members, in tackling
the crisis, did not by and large resort to pro-
tectionist measures.

m Our regulated system has proven to be so-
mewhat resilient. Over the last two years,
there has been no rush towards extreme pro-
tectionist measures, the members by and lar-
ge respect their own rules and obligations.

Governance

The recent economic crises have shown that
the United Nations system of global govern-
ance is not capable of offering efficient and
rapid solutions to global crises.

The emergence of the G20, an enlargement of
the G8, offers an interesting alternative with
a better balance between efficiency, legitimacy
and leadership.



Jaime de MELO

The Links Between Millennium

Development Goals and Climate Change
Global warming is a greater threat for the
poor:

» Raincrop farming is harder hit than irrigated
farming;

» Agricultural productivity will drop much
more in Sub-Saharan Africa than in tempe-
rate climate countries;

m The retreats of glaciers in Asia will create
problems in water management and food
supply;

» Climate disasters occur more often in deve-
loping countries;

» The implications of global warming will be
greater on the health status of the poor.

Due to this complementarity between climate

change issues and achieving the Millennium

Goals, we need to deal with the issue of climate

change when we finance the Millennium Goals

for poverty reduction.

Financing the Millennium Goals

The transfer of funds will have to be to the
medium-income countries as well as to the
poor countries. Medium-income countries
are already responsible for over half of the
COz2 emissions. It will be necessary to subsi-
dise the adoption of new technologies so they
can produce clean energy. An important mech-
anism is the “cap and trade” system, which en-
ables the direct transfer of resources without
going through the public budgets.

Elements of the Global Deal

The “glue” would include emission targets for
the rich and middle-income countries.

Other elements include the reduction of defor-
estation, the funding and sharing of techno-
logical advances, and the financing of climate
change adaptation.

Doha and Copenhagen: An

Emerging Role for the BRICs

Brazil, Russia, India and China (“the BRICs”)
could be part of the solution regarding the
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deadlock of the Doha negotiations. If a Doha
agreement is concluded, the poor countries
will have market access to the middle-income
countries and could probably export their agri-
cultural products more easily than they could
to the rich countries.

The BRICs should also be more active on cli-
mate change issues, which would help in the
attainment of the Millennium Goals.

The Polycentric Approach

The benefits of action on climate change issues
are at multiple levels. It is easier to obtain col-
lective action at multiple local levels. Subse-
quently, it would be more likely to obtain more
action at the global level.

A New Governance Framework

The current governance structures are not ap-
propriate for dealing with climate change and
the Millennium Goals. A new institutional
framework could involve a possible merger of
the World Bank and the IMF, which together
with the WTO would form the World Environ-
ment Organisation.

In 2050, most of the world population will be
living in today’s developing countries. The new
framework will need to reflect the enormous
changes in world demography.

Alexander SARRIS

Dealing with a Long-Term Crisis

The environment and global crisis we are fac-
ing is a creeping crisis. The full effect may not
be felt for another 40 or 50 years. Nevertheless,
small crises are happening all the time.
Politicians and governments work on short
horizons, dealing with crises that have just
happened. This time inconsistency between
political action and the needs of the problems
we face requires some thinking.

The Copenhagen Summit, an extremely im-
portant conference, is taking place while the
entire global political establishment is preoc-
cupied with the financial crisis. Negotiations
have lingered at the WTO because it is a long-
term system rather than a recent crisis.



Hunger

There has been an obvious increase in global
hunger and poverty. We are already failing to
meet the Millennium Goals and the discrepan-
cies between the goals and the realities are in-
creasing.

The hungry are everywhere. They are mostly
in Sub-Saharan Africa, Asia, and the Pacific,
but are also in the Near East, North Africa, Lat-
in America, the Caribbean, and in developed
countries.

The effects of the financial and economic cri-
sis have hit the developing countries strongly,
making the hunger problem even more acute.

Agriculture and Poverty

Progressive Neglect of Agriculture

The recent food crisis has resulted from the
progressive neglect of agriculture over the last
twenty years. Economic policies advocated
open economy strategies rather than sectoral
support, such as for instance for agriculture as
ane engine of growth. However, most of the
countries in East Asia started their develop-
ment through agricultural growth.

Many countries rejected the role of the state,
neglecting market failures. We tried to reduce
rural poverty through transfers rather than by
generating sustainable income opportunities.
Investment in agriculture was discouraged by
low-income countries.

As a consequence of the progressive neglect,
the shares of agriculture expenditure in ODA
expenditure, as well as in developing countries’
overall budgets have declined tremendously.

Related Upheavals

Africa has been particularly hit by the stagna-
tion in productivity, resulting in huge migra-
tion flows and the related political and security
problems. World poverty is still overwhelm-
ingly rural. Income disparities between urban
and rural areas are increasing, especially in the
fastest growing economies such as India and
China. This will create further economic and
social tensions.

Prices and Productivity

The real prices of bulk food commodities have
stopped falling and will probably not resume
their downward trend in the near future. That

puts agriculture in a different context.
Productivity has not slowed down. The inci-
dence of productivity changes in agriculture
is largely on consumers through lower prices.
Moreover, the total inputs to agriculture have
decreased.

New Factors

Many new factors are likely to dominate the
world food system in the future: changes in
oil and energy prices, biofuel policies, develop-
ments in exchange rates and in the financial
market, and new investments in agricultural
production. These factors could result in great-
er uncertainty and probable volatility. Con-
sequently, there will most likely be less trust
in international markets. The crisis therefore
changes perceptions in other areas.

Impacts of Climate Change on

Developing Countries

The number of undernourished in developing
countries is expected to increase in the near-
term. The geographical impacts of climate
change on agricultural production are going
to fall much more on developing countries.
The negative effects on income are likely to
be most strongly felt in South Asia and Sub-
Saharan Africa. Climate change is also creating
more food emergencies.

Factors that will Condition Policies
Numerous factors will condition policies in
the food and agriculture sector, including the
growth in output and investment, the contin-
ued reforms in the WTO, global volatility, con-
cerns over the environment, consumer-driven
food attitudes, the proliferation of regional and
bilateral agreements, growing water scarcity,
and increasing food emergencies.

The Safety Net

Long-term challenges will have to transcend
the short-term time horizons of policy-makers
and the needs of producers and consumers.

It is essential to have a safety net mechanism
to prevent and manage the ever-present and
ever-growing short-term risks so that time, en-
ergy, and resources can be left available to deal
with longer-term imperatives.
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DISCUSSION

Thierry CHAMBOLLE

President, Agir ABCD

We have seen global governance emerge to
tackle climate change with the Kyoto Protocol,
which is achievable because of its modest ob-
jectives. It is imperfect but it is innovative and
I think a quite good example of global govern-
ance.

Could the global governance innovations that
were developed to tackle climate change be
applied or used as inspiration in dealing with
development issues? Could they be replicated
or at least studied to see if they could be rep-
licated?

Frangois-Régis MAHIEU

University of Versailles

How can we reconcile social and environmen-
tal sustainability and find the policy instru-
ments to do so? It is a bit like Keynes’ paradox
on whether it is possible to reconcile natural
order and social order. My think tank no long-
er exists simply because it cannot resolve this
equation. There also seems to be a generation
gap amongst policy makers. How can we know
what the future generation needs since we can-
not seem to enter into a dialogue with it?

Claude MARTIN

There clearly are contradictions and irreconcil-
able differences between social and environ-
mental sustainability. That is why I speak of a
new paradigm that would focus primarily on
social and environmental resilience. We need
to merge these two issues and look at them for
ecosystemic — which includes human - sustain-
ability. There are a few good examples of how
to do this. Conflicts over resources and fisher-
ies have two conflicting objectives, protecting
the environment and protecting the social
economy. It is the same for protecting forests.
The measures that are needed to resolve the
equation would be the same. The objectives are
converging, not conflicting. If you take some
distance you might be able to find solutions
that might not resolve the gap but might paper
over the cracks.
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Jean-Michel SEVERINO

I think we need to think a little more about the
impact of macro-phenomena such as climate
change and agricultural problems.

If in 2011 we are to compare 2009 and 2011,
we will find the two periods very different. I
am not certain that we are going to have Afri-
can or Mediterranean growth rates that will be
as low as some are thinking now. A lot of econ-
omies are governed by natural factors. When
we look at the actual impact of climate change
on poverty in 2009, we will see that there are
a certain number of African countries where
there will be impacts due to the drop in com-
modities prices and to the shut-down of mines.
Some of the poor countries were not partici-
pating in oil or mineral prosperity. The drop in
GDP is going to have less of an impact in those
countries than in the others.

We have global pronouncements to make on
the impact of the crisis. We are beginning to
create discussions and policies that have noth-
ing to do with the real world.

We know that the inter-tropical zones are go-
ing to suffer more from global warming than
the temperate zones. The weather experts tell
us that within these areas some circular phe-
nomena will have profound effects on concrete
weather conditions. Some of these phenomena
will have positive impacts which will be much
more important over the next decade than glo-
bal warming. The economies are going to be
profoundly affected by these positive impacts.
We need to have better quality and more pre-
cise meteorological models. Scientific studies
need to be supported in a much more pro-
active fashion by economic research. At the
sub-regional scale, we find considerable soci-
etal, physical or natural impacts. The interna-
tional scientific community does not have the
necessary wherewithal to switch from macro-
weather models to regional or applied models.
If we do not implement such studies, we will
continue to be far too general and therefore far
too alarmist, which will undermine the legiti-
macy of any public action.

The international community, when trying
to relate climate change to development, has
a tendency to segment our different agendas.
The most significant contribution we can
make today to the resilience or capacity of Sub-
Saharan Africa to deal with climate change
problems is to decrease carbon emissions on
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an international level. The first contribution of
the planet for Africa today is to do something
about the heating in this room! Industrialised
countries could start with these types of small
efforts.

The scale of the financing that the internation-
al community is going to accept to invest in
China, India, and the other hothouse gas emis-
sion countries will be the very first possibility
for having a direct impact on climate change
in Africa. Our policies have to be holistic and
global. If they are not, we are going to keep
falling into the same trap of massive under-
efficiency.

Valentine RUGWABIZA

Concerning the interference between social, en-
vironmental, or developmental requirements,
it all comes down to the necessity for consist-
ency in policies at the regional, national, and
global levels. Consistency in policies is based
on the multi-tiered negotiations between the
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different players. It filters down to a regional
level and may continue to spread out to a glo-
bal level. It would therefore back the interface
between different sectoral policies.

Alexander SARRIS

The carbon trade idea is excellent and can be
applied in a variety of other circumstances. We
could perhaps auction protection rights in the
WTO. It would be the same idea in a differ-
ent form. The best way to manage emissions
would be to allocate the same amount of emis-
sion rights to everyone on the planet and let
the market take care of the rest. That would
solve the North-South problem. We have to
think creatively about such an idea.
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Who Does What Faced with the
Diversity of Objectives?

How and Why Cooperate?

Mark HALLE

The discussions this morning showed a vast
agreement on the analysis of the current situa-
tion and on the severity of the problems we are
encountering.

It is much more complicated to determine how
we going to tackle these problems and seek so-
lutions. We are going to step away from the
wider picture of analysis and come back down
to earth, asking ourselves the following ques-
tions:

» What are the mechanisms for cooperation
when we tackle issues far broader in scope
than States or the responsibilities of indivi-
dual governments?

» Are the current-day institutions sufficient as
they stand?

» Are the mechanisms we are using as govern-
ments capable of tackling these problems? Is
it possible to improve them so that they can
encompass the necessary solutions?

s Who are main players? How do they inter-
vene? Do they still have our trust?

= Should we be rethinking the role of the pri-
vate sector?

= Should we be looking for other reasons that
are governing our behaviour on a regional,
national, or global level?

We will try to identify one or two avenues of

exploration to come up with responses to these

challenges.
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Jean-Claude BERTHELEMY

The Need for Multilateral Cooperation

The issue we are discussing is one of interna-
tional public goods. We therefore need collec-
tive action in the form of multilateral coopera-
tion.

The financial crisis has contributed to the ac-
celeration of changes in global governance.
The increasing weight of the emerging coun-
tries will give them a greater influence on such
governance.

Moreover, due to the financial crisis, there are
far greater financial room of manoeuvre used
by the major international financial institu-
tions. That could be good news if institutions
such as the World Bank are capable of playing
a role in this type of attempt to produce inter-
national public goods.

Comparative Advantages of

Different Agencies

As a classic instrument, the World Bank can
be given the means to deal with environment
issues. It is more easily financed than other
agencies. However, as a development organisa-
tion, environment is not the core issue of the
World Bank. Other institutions deal with the
environment as a core business, but them have
not the same capacity as the World Bank to
handle financing of big programmes.

Innovations in Development Financing

Two major innovations have been emerging
in the past five to ten years, vertical funds and
trust funds.
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Vertical Funds

New agencies with new governance structures
can be created, which we call “vertical funds”.
Examples of such funds are the Global Environ-
ment Facility (GEF)and the Global Fund to fight
AIDS, Tuberculosis and Malaria (GFATM).
These funds have a clear advantage in the envi-
ronment sector. Creating vertical funds would
also be an excellent way of attenuating the
fragmentation of aid by focusing on one par-
ticular sector and one well-identified agency.
Although the vertical funds have been success-
ful overall, other agencies continued to work
as before on the same issues. That is why the
creation of vertical funds did not meet up to
our expectations in terms of reduction of frag-
mentation of aid. In order to solve these prob-
lems, we have to promote cooperation and col-
laboration on the different operational levels
between the different agencies.

Trust Funds

Financial resources can be given on an ad hoc
basis to the World Bank or other institutions,
with the specification that the institution must
use them to implement the particular activities
that have been defined.

The vertical funds are sometimes linked to
trust funds. In that case the World Bank acts as
a financial intermediary (this is the case for the
GEF and the GFATM).

Trust funds present the risk of slippages by the
World Bank or other agencies from their actu-
al mandate and terms of reference, which are
instruments of collective action of a number
of countries that have agreed on specific goals
and have entrusted the institution with re-
sources to reach these goals. Another disadvan-
tage of trust funds is that multilateral agencies
might compete against each other to collect the
funds. Such bureaucratic behaviours would
not maximise the operational efficiency of the
international financial architecture.

We need to reduce the tendency of donors to
create trust funds and to change multilateral
aid into bilateral aid. If the tendency continues,
the World Bank could become similar to Unit-
ed Nations agencies that are funded mainly on
earmarked resources.
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Operational Coordination Measures

We need to implement a number of initiatives
for operational coordination between the agen-
cies working in developmental assistance by
means of effective coordination instruments:

Joint Country Strategies Between Various Agencies
The World Bank, the European Union, and the
United Nations Development Program have
been leaders in dealing with countries in cri-
sis by pooling their intellectual resources. This
creates a roadmap for operations on the field.
We need to mainstream these strategy exer-
cises and introduce in thes joint country strate-
gies the environmental dimension of develop-
ment.

The Program Approach

Agencies work jointly with national authori-
ties in order to develop joint sector strategies
and funding. This instrument does not work
well in countries with little capacity or when
there are too many agencies involved.

Joint Assessment

These exercises are few in number. As the
various agencies do not have the same evalua-
tion criteria, it is difficult to assess the various
projects jointly. That is why, before undertak-
ing an assessment, it is necessary to work col-
lectively on data related to the starting point
situation and to the progresses that have been
achieved.

Jorge Braga de MACEDO

Professor and Director, Center for Globalization
and Governance, Faculty of Economics,
Universidade Nova de Lishoa (CG&G/FEUNL),
President, Tropical Research Institute (IICT),
Former Portuguese Finance Minister

Together Alone

I have entitled this presentation “Together
Alone” (borrowed from a 1992 song of the New
Zealand rock band “Crowded House”) because
we are more and more aware of our being
together and, at the same time, nation-states
have a hard time cooperating. To overcome the
paradox, new players in the international scene
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may help but we also have to make sure the old
players supply international governance inno-
vations, like making better use of peer review
mechanisms.

The Blue-Eyed Crisis

The interaction between globalisation and gov-
ernance is bound to be difficult in a world that
is extremely connected and at the same time
very susceptible to “tribal” views. An imagi-
nary exchange illustrates the point.

One year ago, Queen Elisabeth asked on a visit
to LSE, “If this crisis is so huge, why did every-
one miss it?” and a few months later Gordon
Brown, on a visit to Brazil, heard a comment
from President Lula which provides an answer,
“This is a blue-eyed crisis”. Another way of say-
ing this is: no one saw the crisis coming be-
cause the only ones who could see suppressed
“blue-eyed crises”.

Failures in Cooperation

Cooperation failures within and between
countries brought about a negative interac-
tion between globalisation and governance,
as peer review mechanisms at the OECD and
the European Union did not lead to interna-
tional governance innovation among advanced
countries. In spite of the African Peer Review
Mechanism, severe implications for poverty al-
leviation and food security ensued from this
negative interaction between globalisation and
governance.

Economics and Governance Innovation
Economists can contribute to finding govern-
ance solutions if they manage to work in an
interdisciplinary environment that takes into
account cultural differences. Thus I delineate
a perspective based on globalisation and gov-
ernance interaction, underlining the failure of
cooperation within and between countries and
claim that peer pressure promotes the global
common good if it also fosters governance in-
novation. Specifically with the “bottom billion”
in mind, I provide two examples in www.jb-
macedo.com/ferragosto:

» Development of a necessary knowledge base
for the Millennium Development Goals;
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» Perspectives on science and technology indi-
cators, such as those from the Community of
Portuguese-Speaking Countries (CPLP);

Food, Culture, and Knowledge

As the imaginary exchange between the Queen
and the President suggests, the financial crisis
did not come so much as a surprise for coun-
tries that were aware of thefood and energy
crises that preceded it. Science and technology
have been neglected in the design and monitor-
ing of the MDGs, in part because of the “group
think” of old and new players.

An example of breaking tribal views is the last
Encyclical of Benedict XVI criticizing protec-
tionism and examples of culture-based mul-
tilateralism involving Brazil and other Portu-
guese speaking countries, namely in Africa: the
declaration of the Ministers of Science, Tech-
nology and Higher Education Community of
Portuguese-Speaking Countries (CPLP) of Au-
gust 2009 emphasized the need for a genuine
partnership for development based on mutual
knowledge, along the lines of the 2006 declara-
tion on MDGs by the Bissau summit. This may
be the first time that the need for countries to
know each other has been stated as a priority.
Research in agriculture is also essential for
increasing crop yields. The European Consor-
tium on Agricultural Research has created an
alliance of 39 universities in 16 EU countries.
The first results will be presented in the forth-
coming Global Forum on Agriculture Research,
to be held in Montpellier next March.

It is increasingly recognized that economists
are needed in the public debate. As stressed by
an editorial in the Financial Times, they “should
not be blinded by mathematical sophistication
or paradoxes beyond the lay public’s grasp”. To
repeat, curiosity about other fields and aver-
sion to dogma or tribal thinking is needed as
there is no awareness of peer review mecha-
nisms outside of the old players.

Governance and the G20

Nevertheless, I see a glimmer of hope for glo-
bal governance in the G20 to the extent that its
members have called for joint assessment of
their policy frameworks. In recommendation 5
of the Pittsburgh communiqué, the G2o coun-
tries entrust the IMF with the responsibility of



carrying out peer reviews at national and re-
gional level. The IMF has never before worked
with groups of countries, so to carry out this
mission requires genuine governance innova-
tion. Hopefully the EU will bring its compara-
tive advantage to bear on the solution.

Christian MASSET

Today’s Equation

At a time when different crises are coming to-
gether, we need to think about how we are go-
ing to organise the next world. The growth of
awareness is already half of the solution. Col-
lective action, which used to be an aspiration,
is now an assertion coming out of Gzo or the
United Nations. The circle of players is broad-
ening. Nations are rebalancing their roles.

How International Organisations

Have Reacted

Global issues have completely changed the way
international organisations and government
agencies work. Some have created or multi-
plied vertical funds. New international organi-
sations have proliferated. The agendas of all
international organisations have dealt with the
issue of climate change. Spread out in such a
way, collective action cannot be very effective.
We need a new model of global governance.
We are seeing an emergence of new themes.

The Necessary Elements
of Collective Action

Rules

Rules for collective action need to be adopted
by all, especially in looking at the climate, a
global public good. For climate issues, the rules
need to be legitimated through an internation-
al organisation, the United Nations Framework
Convention on Climate Change.

Knowledge

We need knowledge with scientific references.
It has to be authoritative and broadly dissemi-
nated. The IPCC in its scientific pillar and the

CGIAR both play important roles in this re-
spect.

The Financial Pillar

The financial pillar of the system includes the
debate on setting up a vertical fund or design-
ing an architecture with what already exists.

Implementation

Implementation requires elements that are
measurable, verifiable, and reportable. It is also
necessary to determine how the rules will be
enforced. Peer review is a powerful instrument
and could be combined with sanctions.

It is necessary to have the fuel that will make
the machine go. A leading group is an indispen-
sable element. It is also important to include
civil society in the broadest sense of the term:
think tanks, universities, and public opinion.

The Topic-Based Approach

If there is only one approach per topic, global
governance systems will not work. It is neces-
sary to determine who is to select the topic that
would take precedence over the others, how
different topics relate to each other, what scope
each international organisation should have on
each of the topics, and how resources can be
identified.

It is necessary to have a universal driving or-
ganisation, preferably the United Nations, as
well as an informal leading group. Such a group
is needed to start the reform of international
organisations. In terms of global environment
issues, the steering group will have to express
its views and provide an impetus.

The Bottom Billion

We need to ensure that the “bottom billion”

is not marginalised. There are three require-

ments:

= Vulnerable states and their issues have to be
put on the agendas of the leading groups.

» Global issues will have to study adaptation,
adjustment, and representation of Africa in
the G2o or in the decision-making bodies of
the international financial institutions.

» The proper articulation and balance between
international financial institutions and the
United Nations system must be ensured.

4
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States

States are more relevant that ever, but they
cannot solve anything on their own. The eco-
nomic and financial crisis has shown that they
still have a purpose. The huge transformations
required by climate change entail the sharing
of sovereignty, which presupposes the exist-
ence of strong states. We need a new kind of
society-to-society diplomacy that engages be-
tween states, civil society and NGOs.

A New Impetus for Global Issues

It is important to continue working on new
issues that may redistribute global problems.
The world will have bigger demographics and
fewer natural resources. Global issues come up
against deficient governance, especially in the
areas of water, migrations, and commodities re-
sources. We need to re-think these subjects and
find new avenues of exploration. We need an
intellectual effort to provide a new impetus.

Michel SIDIBE

The subject we are discussing today is prob-
ably our major challenge. We have to think
of the quality and the type of governance we
want. We need to broach these questions while
incorporating issues of disparity, redistribu-
tion, and equal opportunity.

Twenty years ago, AIDS was our major chal-
lenge. We could explore what AIDS has taught
us and try to use the experience of AIDS to
deal with today’s issues.

The Necessity of Investigating
Differentiated Approaches

In AIDS research, we did not first investigate
differentiated approaches that would have
enabled us to come up early on with different
typologies per country and the need for tailor-
made approaches.

Lesson Applied to Climate Change:

Let us not think that climate change is one
overall global challenge and that one approach
will fit all. We need a differentiated approach
to understand what is happening in the vari-
ous ecosystems.
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The Necessity of Organised

Political Leadership

When there was no organised political lead-
ership translated into a financial offering, we
found ourselves in a state of denial and noth-
ing could be achieved.

Lesson Applied to Climate Change:

We need the resolve of governments, visible to
the “bottom billion”. We need to better articu-
late strategies with worldwide political poli-
cies. We need a real involvement on the part
of populations.

The Financial Architecture

The €14 billion we now have to counter the
epidemic came with extremely complex mech-
anisms and allocations that created distortions
in the different systems. We are not even able
to consider these resources as a possible tool
that would have an effect on health or develop-
ment.

Lesson Applied to Climate Change:

We need to beware of not remaining in the
same paradigm as today. We need harmonisa-
tion, lower transaction costs, and mechanisms
for tailor-making the policies to the different
countries.

Maintaining Dialogue

It took ten years to make newly created drugs
available to the poor. Five million people suf-
fering from AIDS today are still waiting for
drug therapy simply because there is a differ-
ent approach in the North than in the South.

Lesson Applied to Climate Change:

Through international dialogue in trade and
intellectual property rights, our answers must
be appropriate to all of the countries that are
going to be implementing them. It is only in
the creation of North-South bridges that we
will be able to truly come up with strategies
that should converge.

Resolving Long-Term Disparities
We are still not equipped to resolve the long-
term situation.
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Lesson Applied to Climate Change:

Financial tools should not just be managed
in an emergency manner. There needs to be
a whole process of transformation. We have
to place the human being at the core of all of
these concerns. We cannot forget social justice
and the needs to redistribute opportunities and
to provide access to services and information.
Today, we have a world that is completely un-
equal. The overwhelming numbers of AIDS
deaths have been in developing countries. Af-
ter 30 years of fighting AIDS, we are still con-
fronted with total disparity.

DISCUSSION

Mark HALLE

I invite each member of the panel to take one
point made be another member of the panel
and to make a brief comment on it.

Jorge Braga de MACEDO

I come back to what Christian called the “coali-
tion of the willing”. In Europe, we tend to ap-
point the members of leader groups. How can
you come up with a leader group that will be
able to truly lead the system forward?

Christian MASSET

I was referring to the economic and financial
sector as related to our global challenges. I
called it a “leader group” because it is a group
of players capable of changing things. The G20,
dealing with the economic and financial crisis
and having countries that represent 75% of the
population, 80% of GDP, and 95% of the finan-
cial resources, can truly change things. With-
out the G2o, the crisis would have been far
more severe. That is proof that a “leader group”
played a major role. Without the G8, all of the
AIDS funds would never have come about.

Michel SIDIBE

Concerning the “bottom billion”, how can we
ensure that the voice of the G72 is heard with-
out having the United Nations lose its role
of listening to multiple voices and becoming
nothing more than an intermediary or a sub-
contractor?
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Jean-Claude BARTHELEMY

The United Nations has an essential role to
play. It is crucial to have an across-the-board
approach toward reaching some type of eco-
logical balance.

It was said at one point that we need a verti-
cal, issue-by-issue approach. If we adopt such
an approach, we will be doing away with an
across-the-board approach. We will have prob-
lems in tackling the environmental issues if no
one institution is in charge.

Christian MASSET

Concerning Europe: We are living in a world
of global players who tend to say that Europe
should play a lesser role. Yet, the Europe we
have been building can bring about a lot of the
solutions we need. Economists say we need a
world with more rules and less discretion and
where economic power is not necessarily a syn-
onym for political power. We are the forerun-
ners in all of these issues. For climate, Europe
has taken steps that are far more constrictive
than elsewhere. For development, we have the
most sophisticated policies. Much of the G20
agenda was influenced by Europe.

On the issue of verticality, I think we should
simply be pragmatic. We need some kind of
binding link. It is important to define the in-
stances that check that all of the issues inter-
link. We also need country-led approaches so
that policies can be successful in the field.

Mark HALLE

Thank you. We can now take one or two ques-
tions from the room.

Alain RODARI

Sanofi-Aventis

I would like to address a question to Christian
Masset. You said that no problems could be
solved without the active participation of civil
society. You mentioned think tanks and public
opinion. You did not mention corporate bod-
ies.

What is the role of the private sector, includ-
ing SMEs, in the quest for sustainable develop-
ment? How does the private sector get involved
in the process of global governance? How can
we ensure that the strategies and objectives
laid out can materialise as business strategies
that will be successful for the companies in-
volved?
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Philippe HUGON,

Professor at University of Paris Nanterre

I am from the economist tribe as is Jorge.
I would like to react to the comment on the
Queen of England and the President of Brazil.
I think the question as to why the economists
did not predict the economic and financial cri-
sis is a bad one. Many economists had foreseen
it, but nobody listened to them. No one listens
when things go well.

We have all sorts of challenges today, but we
do not have the same time spans for each of
them. Issues are on both micro and macro lev-
els. There is also the question of legitimacy of
scientific discourse. We also need to look at so-
cial sciences and the role they have to play in
global governance.

Jorge Braga de MACEDO

There are several tribes that are killing each
other right now. The assumptions were that
the market operations were imperfect but
the markets themselves were perfect. Central
bankers were seen as God’s politicians. No one
was listening to economists.
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Regarding the private sector, there are a vari-
ety of stakeholders, some represented by the
CGIAR or by Ministries. There are also founda-
tions such as Gates, Rockefeller, and Ford. Peo-
ple from the private sector will listen to them
because they are part of the same tribe.

Christian MASSET

Corporations are part of civil society. Of course
you are included. We believe in corporations
with a citizens’ spirit. Carbon credits are
bought by businesses. Big businesses include
social responsibilities in their policies. In de-
veloping countries, in mechanism guarantees,
agricultural investments, and production aids,
we include companies.
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What to Finance?

Chair: Laurence TUBIANA

Laurence TUBIANA

Founder of IDDRI and Professor at Sciences Po Paris
Director of the Directorate for Global Public Goods,
Ministry of Foreign and European Affairs

We have focussed on the two major axes in
the forefront of the international agenda to-
day, poverty and climate change. The issue of
financing them is a critical and pivotal one.
Funding climate change issues concerns the
reduction of emissions and the change of the
developmental model. It also involves the repa-
ration of climate damages for the poorest coun-
tries that have not contributed to the causes of
global warming.

Negotiating climate change is at the top of the
agenda of the international community while
fighting poverty, which used to be at the heart
of international funding, seems to have been
set aside. We often have two contradictory de-
bates today running simultaneously.

The priority of fighting poverty is a position-
ing principle.

Another issue is the financing of development
with low carbon emissions. It involves chang-
ing the energy mix, restructuring the urban
infrastructures, and adapting public transpor-
tation.

We have to decide what is going to be financed,
who is going to decide, and how. We need to
determine the sources of financing and the
methods of allocation.

We need to learn from what is being done else-
where. That is why this Initiative by IDDRI
and FERDI is so important, having the support
of the French government and the French De-
velopment Agency. It responds to the need to
build bridges and to draw lessons to see what
we can say about financing for development
today.
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Valli MOOSA

Former President, International Union for the
Conservation of Nature

Former Minister for Environmental Affairs
and Tourism, Republic of South Africa

Inadequacy of Global
Environmental Governance

The Oceans

The biggest part of the earth’s surface is cov-
ered by oceans. A large percentage of the bio-
mass and biodiversity is in them. About half
of the CO2 is absorbed by them. The high seas
are generally an ungoverned space. The rich
and powerful have no intention to bring the
oceans under any proper governance. With the
biggest and most nuclear-powered boats, they
can put them under de facto rule.

The Atmosphere

So-called advanced civilised countries speak
about law and order. At the same time, the rich
industrialised countries use other people’s at-
mosphere without even wanting to be accused
of doing wrong. Global governance is lacking.

Fast-Developing Countries

Per Capita Emission Contribution

The Western media points its finger at India
and China when discussing climate change.
The per capita emissions in China and India
are a small fraction of those in many indus-
trialised countries, particularly in the United
States. Such questions of equity and justice
cannot be separated from governance. The
matter has to be tackled head on when it is
raised by developing countries.

The Development Path

Unless the fast-developing countries change to
a greener development path, we could have a
real problem in the decades to come.
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Eradication of Poverty

The real problem of fast-developing countries
is the eradication of poverty in their own coun-
tries. People do not have access to good quality
energy that can enable them to improve their
living conditions. This challenge gets little at-
tention.

Taking Leadership in Negotiations

Part of the structural weakness in the current
climate change negotiations is that the agenda
is put on the table by Europe. China and India
respond to European proposals. Unless these
two countries take the leadership in tabling an
agenda, we will have great difficulty arriving
at a meaningful and sustainable regime. These
countries are on the rise economically, socially,
and intellectually. We should be looking for
their leadership on climate change.

A World Environment Organisation

We need stronger environmental governance
and more streamlined coordination, but we
should not be undermining the multilateral
system of the United Nations. The UN system,
with all its weaknesses, is the most democratic
international system of governance. If we at-
tempt to do anything out of the UN system, it
will not work.

Coalition of the Unwilling

The same people who had formed a “coalition
of the willing” are unwilling in the case of cli-
mate change. A leading group can work today
if it is endorsed by, and probably led by, the
United Sates. However, the United States is un-
willing to act for climate change issues.

The G20 does not need the permission of the
rest of the world to do the right thing. If it de-
cides to reduce emissions willingly, no one will
accuse it of doing the wrong thing.
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Arunabha GHOSH

Making the Procedure

Operational and Credible

In listening to climate change negotiations in
the media, the focus is usually on getting to a
deal. The assumption is that once a deal is con-
cluded, the rest will flow automatically. How-
ever, the most essential issue is making such a
deal both operational and credible. If it is not,
there will be a lack of trust, which will impact
any future attempt to deal with the particular
problem we are addressing today or any new
problem that may arise.

Context of the Climate Negotiations

Interest-Based Negotiations

Science has become overwhelming credible
and requires us to act now. Yet, we are seeing
a tension between interest-based negotiations
(those of both rich and poor countries) and of
evidence-based discussions on the imperatives
of climate science.

Inequality in Energy

We need to be addressing the inequality in ac-
cess to energy. The “top billion”, in the high-
income OECD countries have access to elec-
tricity. The “bottom billion”, about 1.6 billion
people in poor countries, do not such access.

Human Development Aspirations

When we think about climate, we therefore
have to think about the potential trade-offs
and the potential complementarities in human
development aspirations, including poverty re-
duction and reduction in energy deficits, which
in turn have implications for other human de-
velopment goals like reducing gender inequali-
ties and increasing access to education.

The Aggregate Prohlem

Fast-growing poor countries are going to be re-
sponsible for much of the increase in future
emissions. We have a problem of ethics and
the framing of the debate. There is a history of
bad faith and of unkept commitments of rich
countries to poor countries.



Climate Governance

What May Be Missing in Copenhagen

The meeting in Copenhagen presents no guar-
antees of implementation, of effective moni-
toring, or of enforcement. Any set of proposals
must entail a deep analysis of these elements.
In framing issues, we need to think not just of
shifting power but also of shifting preferences.
We need to determine how the environment
issue is to be framed in both developed and de-
veloping countries. We need to find the place
for poverty reduction and reducing energy def-
icits as well as for sustainable development.

Failures in Financing

At the core of the failures in financing is the ab-
sence of commitment. Not only has there not
been sufficient funding going to climate-relat-
ed projects, but there is also a serious deficit in
the governance of these arrangements. Devel-
oping countries have articulated that they are
dissatisfied with the inequality of their voice in
the World Bank as well as in the Global Envi-
ronment Facility.

New funds, such as the Clean Technology Fund,
try to correct some of the governance deficits.
They have equal representation of developing
and developed countries. The CTF is nonethe-
less sometimes held hostage to domestic poli-
tics in rich countries, which limits the auton-
omy of developing countries to set their own
priorities in terms of technological choices.

In the past, developing countries have done
their best to avoid taking loans from the World
Bank and other institutions so that they do
not have to deal with conditionality problems.
However, the climate challenge cannot afford
such exit strategies. We need to set up the gov-
ernance in a way that we can draw in develop-
ing countries effectively.

Organising Principles in Financing
Climate Mechanisms

Creating Credible Pools of Climate Finance

Developing countries have been investing in
renewable energies, posting some of the high-
est rates of growth in renewable energy in-
vestments in recent years. At the same time,

fossil fuel-based energy sources will remain a
major part of the energy mix. Increasing the
efficiency of technologies using fossil fuels is,
therefore, critical. For instance, closing the ef-
ficiency gap between coal power plants in In-
dia and the most efficient plants in the world
could produce the same amount of energy with
about half the emissions. But adopting increas-
ingly more efficient coal-based technologies
compared to the existing infrastructure based
on subcritical pulverised coal significantly
increases the incremental costs involved. We
need to think about credible pools of finance
to cover these incremental costs.

We have proposed a Low Carbon Technology
and Finance Facility that offers a governance
architecture for credibly delivering and using
funds for this purpose. The LCTFF would have
a clear mission for scaling up funding, flexible
financing modalities, transparent processes,
monitoring of financing and projects, and
management of intellectual property rights.

Filling the Institutional Deficit

We need to use or build trusted institutions
for decision-making and disbursement. Gov-
ernance structures need to increase national
influence over decision-making on priorities
and policies.

Monitoring and Verifying Compliance

with Financing Commitments

There have been serious data and institution-
al deficits in measuring financial flows for
climate-related funding. We propose a com-
bination of self-reporting by countries and
institutional reporting. Monitoring would also
involve data analysis for impact evaluation,
the use of regional knowledge networks, and
effective peer review mechanisms for promot-
ing compliance.
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Cyril ROUSSEAU

Global Issues, Local Actions

The responsibility for emissions is at the local
level. Those emissions have a global impact.
Global emissions have local physical conse-
quences, such as drought, floods, and the rise
in sea level, as well as human consequences
such as the risk of famine and pandemic.

The responsibilities and the consequences of
emissions are decoupled. The bottom billion
suffer the greatest impact while developed and
emerging countries shoulder the responsibili-
ties.

The Need for International Financing

It is our responsibility to design the financial
architecture which turn our common goal to
fight climate change into actions to reduce
emissions locally and to help the developing
countries, and especially the least developed
countries to cope with the consequences of
climate change. There is a wide range of esti-
mates of the investment needs. The European
Commission estimate, endorsed by the Euro-
pean Council in October, is of 100 billion per
year.

This funding will take place through domestic
and international public and private channels,
private investments profitability being sup-
ported by the establishment of carbon markets
and clean development mechanisms. However,
most of the funding for adaptation in low-in-
come countries will have to come from inter-
national public sources.

The question for us is, building on lessons-
learned from development finance, how to
build a financial architecture that allows us to
mobilise sufficient funds and to allocate these
funds to those that need them? Three challeng-
es shall be met: scaling up of climate public
funding with a factor ten magnitude, to reach
tens of billions per year; responding to a wide
set of needs: mitigation, capacity building, for-
estry, adaptation... ; coping with a fragmented
institutional landscape.
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Players in International Public Financing
Some structures do not have the necessary re-
sources today and are not designed to use the
considerable resources they will have to chan-
nel after 2012.

The existing players, some of which will have
to be strengthened and reformed, include the
Global Environment Facility, which finances
the UN environmental conventions, Multilat-
eral Development Banks, including the World
Bank Climate Funds and Regional Develop-
ment Banks, bilateral players — currently the
main players within EU - such as the French
Development Agency, the Adaptation Fund,
the United Nations Development Program, the
United Nations Environment Program, ...

Possible Future Architectures

We could combine all of these funds into one
large fund and could match the fund to the
needs of the beneficiary countries. The advan-
tage of such an approach is that it would allow
us to negotiate an instrument tailor-made to
what is decided in Copenhagen. But would it
be efficient? It would mean not taking advan-
tage of the experience and expertise of existing
players, and it may take a lot of time for setting
up such a new structure.

The future architecture could also be largely
decentralised. It would then request a coordi-
nating mechanism to make sure that there is
an adequate matching between needs and fi-
nance.

Building Trust

For a financing system to succeed, all of the
parties have to trust it. First, they shall all
have trust in the governance of the institution.
There is balanced governance in institutions
like GEF, with parity between the developed
and the developing countries and double ma-
jorities. In any event, the voice of the least de-
veloped countries must be safeguarded.

To build the trust of the contributors, one of
the challenges is to ensure that the funds that
are set up in the system are truly in line with
the objectives that have been laid down and
that they reach the stated objectives. The con-
tributors need to be sure that the structures
are sufficient. It is also important for them to
know that finance is taking place in a global
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low carbon and climate-resilient strategy of
sustainable development, which may be a sen-
sitive question for beneficiaries if perceived as
conditionality.

Building the trust of the beneficiaries is even
more important, because appropriate and pre-
dictable funding will be a key element in their
willingness to join an agreement. In order to
achieve this, negotiators are looking for clear-
ly defined funding sources and contribution
mechanisms.

The Allocation System

We shall build upon development finance ex-
perience. In some cases, allocation has been
based on performance. In others, it has been
based on the needs or requirements of the
country or on its vulnerability. For adaptation,
vulnerability criterions, to be designed, could
be appropriate.
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The Link between Climate

Change and Development

We need to agree on whether the financial
commitments related to climate change should
be additional to official development aid com-
mitments. The answer to this issue is largely a
political one.

From a technical point of view, climate and de-
velopment challenges should not be opposed.
We want development projects to be carried
out in full respect of climate challenges, under-
standing that there will always be situations
in which contradictions will arise. We need to
keep sight of the different priorities, which in
some situations may be the development im-
pact.
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DISCUSSION

From the Floor

I have a question for Cyril Rousseau. When
we find finance for a given problem, there are
certain contradictions that have to be tackled.
You have to develop infrastructure in the poor
countries, but the infrastructure might worsen
climate problems, which in turn will require
more finance that will come from other forms
of infrastructure. It is a vicious circle. The IMF
has shown us that if we do not set up indica-
tors to measure the relative impact of what we
are going to do, all will be worthless.

Cyril ROUSSEAU

This is very much in line with our analysis. For
climate change, we have to set up mechanisms
that measures impact. When looking at the
trade-off between climate change and develop-
ment, we have to develop the frameworks that
will allow us to move forward, and to deal with
contradictions with full awareness and suffi-
cient knowledge.

Mark HALLE

In the discussions on financing climate change
action, there was no mention of making a dis-
tinction between costs and investment. In the
public rhetoric, we talk a lot about how the first
movers will have enormous commercial ben-
efits from the development of deployment and
technology for clean energy. If it is good for
them, why are more countries not undertak-
ing unilateral action? If you look at the WTO,
a good deal of trade liberalisation takes place
through unilateral moves. The countries have
figured out that instead of trying to wait and
trade off for some benefit in another area, they
can have an immediate benefit.

Also, the whole finance question was men-
tioned as if we needed to identify and deploy
new funding, rather than rethinking the ex-
isting funding and using it better for public
policy goals. The most obvious case is that of
subsidies to fossil fuels. The G2o picked up on
that and called for countries to reduce or elimi-
nate fossil fuel subsidies because they are a fi-
nancial inducement to act in opposition to the
goals of carbon reduction.
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Jorge Braga de MACEDO

I have two questions for Valli. First, I do not
think the geographic initiative is as important
as the effectiveness with which a particular
player plays the game, precisely because a
number of issues are already difficult to carry
out at the national level. To say that it is Euro-
pean or American or Chinese or Indian to me
is not the key. For what exact reason besides
some historical stereotype have you made that
point? Second, some people think South Africa
is so different from Sub-Saharan Africa that
Africa is forgotten by the G2o. Will you com-
ment?

Patrick GUILLAUMONT

Regarding Cyril’'s presentation, we see that
climate change financing might learn from de-
velopment financing. I find it somewhat amus-
ing to see that development financing might
profit from some of the ideas that have been
launched for climate change financing. One of
the main ongoing debates concerns the ways in
which development aid is to be allocated. For
the multilateral development banks, we ask
if we should be changing performance-based
allocation for vulnerability-based allocation.
When you look at financing adaptation and lis-
ten to what is said about the criteria for an ad-
aptation fund, it seems that people are ready to
admit that a climate change vulnerability crite-
rion would be far easier for countries to agree
upon than the economic vulnerability criterion
is today for development aid. If that is true, it
would be an excellent argument to take back to
development financing.

I would like to address my second question to
Valli. We heard this morning that G5 was set
up for a clear reason, to bring about a frank
discussion, without bureaucracy, amongst
the main heads of state. We then heard that
as the years went by, things changed until the
G5 became the G20 with the ensuing red tape.
We seem to have understood that nothing can
be done efficiently if it is not done within the
framework of the United Nations. If that is so,
is the G20 as it is today nothing more than an
intermediate step, almost a structure of the
United Nations?
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Claude MARTIN

I have a question with regard to the financial
architecture of the future climate change struc-
ture. UNEP counted over 100 financial instru-
ments that deal with climate change. It would
obviously be nice to have a single financial
architecture under the UNFCCC that could be
allocated in a way that satisfies the needs of de-
veloping countries, lets them participate, and
shares the power equitably, with responsibility
and accountability. This discussion recalls the
idea of the World Environment Organisation
that has been around for about 20 years. We
have not gotten anywhere with it because of
political exits. Is there a risk, if you come up
with this nice financial architecture, that you
would have an instrument that could only be
a wonderful displacement mechanism in the
negotiation round?

Arunabha GHOSH

I am in qualified agreement with both of Mark’s
comments. Subsidy reform would probably be
politically difficult, but on the spectrum of the
strategies we could adopt, it is probably one of
the lower hanging fruits we could pick.

As to making a distinction between costs and
investment, if adequate data were available on
scale efficiencies and operational costs, some
of the estimated incremental costs could de-
cline over time. They would be treated as in-
vestments, provided the projects are viable as
a result.

But as to your political question as to why there
is not more unilateral action, I would have two
responses. First, I draw a distinction between
the climate issue and trade. Unilateral trade
liberalisation is welfare-enhancing in theory.
Yet the trade regime in itself is a mercantilist
regime. The climate regime is also a mercan-
tilist regime, but we are dealing with global
public goods, not tradable commodities. Any
unilateral action on behalf of one entity, even
if that entity benefits, is free-riding by the oth-
ers. That is why it is treated as a cost and not
solely as an investment.

Secondly, we do not have an existing set of
technologies on the shelf that would enable the
first one into the shop to win the game. Many
of the technologies need more research and de-
velopment. The investments do not guarantee
returns. That is why we need an element of
public support to cover the incremental costs

of such investments.

To reply to Claude’s question as to a possible
risk that seeking a single funding facility could
result in missing opportunities to start provid-
ing financing, I agree that it is a real risk. How-
ever, each of the existing funding facilities was
created because the previous one was a failure,
often due to governance deficits. We have to
draw lessons from our governance failures if
we want to progress.

Cyril ROUSSEAU

To answer Mark’s question, I think what is
turning a cost into an investment is the setting
up of a carbon market, which by internalizing
the externality makes projects profitable and
fundable by the private sector.

To answer Claude’s question, we favour a refur-
bishing of existing institutions so that funding
may come sooner to the beneficiaries. That is
why we support this coordinating mechanism.
Some call for as much reutilization as possible
in order to prevent the kind of delay you have
indicated.

Valli MOOSA

To reply to Mark’s question: We see some
trends in investments. Germany is investing in
solar power technology, Japan in hybrid motor
vehicles, France in nuclear energy technology.
These could be seen as a first mover advantag-
es. The South African government gives subsi-
dies to households that switch to solar heating
and gives tax breaks to businesses that intro-
duce energy efficiency technologies, because it
sees the future value of becoming an energy
efficient economy.

Jorge asked me some very difficult and provoc-
ative questions.

In tackling climate change, the nature of the
problem is such that we have to take histori-
cal realities into account. It is more than a per-
ception. The United States is responsible for
almost a quarter of the world’s greenhouse gas
emissions while the entire African continent
is responsible for about 5%. It can be argued
that poor Africans have been subsidising the
industrial development in the United States. If
you do not factor that in, no solution will work.
India’s per capita argument is not helpful, but
it has a moral force you cannot escape from. It
places the question of ethics on the table.

We are not going to be able to run away from
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these “geographical blocks”. The G77 plus Chi-
na is one of the biggest obstacles to agreement
in Copenhagen. It is useful for those countries
politically because it gives them a way out if
they do not want to agree. The fast-developing
countries need to be a block because they need
to take on some targets. The least-developed
countries should form a block, as should the
oil-producing countries. If you put this all to-
gether, you do not have a recipe for coming to
an agreement, but only a recipe for the G77 not
agreeing to anything.

To reply to Jorge’s next question, South Africa
is extremely different from the rest of Africa.
Taking energy as an example, the entire Af-
rican continent has an electricity generation
capacity of about 8o coo megawatts of which
half is accounted for by South Africa. Having
said that, there is great value in the manner in
which African countries conduct themselves
in global negotiations. Collectively, they act
as a constructive block. In climate change ne-
gotiations, South Africa is quite happy to put
its own targets on the table. At the same time,

28

South Africa is capable of putting in more re-
sources in negotiating the positions for the Af-
rican countries.

To reply to Patrick’s question, I think the G2o
is very useful. It played a valuable role in see-
ing through the financial crisis. It can make a
valuable intervention on climate because it can
take its own unilateral decisions on deep cuts
and has the responsibility of doing so. Ques-
tions regarding global environmental organi-
sation or governance should not be separated
from the United Nations. There needs to be a
connection and an integration.
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Conclusion

Laurence TUBIANA

Founder of IDDRI

There have been a number of questions about
the Initiative taken by our two institutions and
on how we can move forward to tackle these
global challenges.

The first major pillar is the big issue of defi-
ning our major goals and in setting priorities
in the international community.

The second major pillar is the issue of gover-
nance.

Most of our discussion today on the implemen-
tation of what we may reach in Copenhagen
has to do with the Measurable-Reportable-Veri-
fiable procedure related to the assessment of
commitments and actions taken.

In the midst of negotiation, as the level of
demands go down, peer review might be a
solution. This mechanism has virtues, but
when you look at it in various institutions, you
see that it is not completely sturdy. We need
to draw lessons from the WTO and the OECD,
who use peer review as a basic tool.

We also have to determine what to do when we
reach limitations. Incentives might contribute
to solving collective actions regarding property
and usage rights, economic instruments, and
market creation.

The time has come to look at what has been
done and to understand the limitations of the
past. We need financial as well as political eco-
nomists. We also need to consider the legal
aspects. We want to use the best academic
research to see what we can do concretely.

We need to be aware of the wide diversity of
perspectives and to choose the images that will
be most constructive for collective action. We
need to anticipate the consequences of the ins-
truments we are producing.

We cannot say that environmental issues can
be reduced to development issues. We cannot
deal with the problems only on a local level.
With the collective mechanisms of IDDRI and
FERDI relying on academic units in an inter-
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national framework, we can move forward. We
need to keep the balance between the discus-
sions in preparing the G2o summit and the
reflections on strategies. That is how we can
make this debate move forward without beco-
ming overly theoretical. I think we are off to
an excellent start. I hope you will continue to
support us.

Patrick GUILLAUMONT

Chairman of FERDI

This day has shown how rich and productive
the coming together of our different cultures
and perspectives can be. We have been fortune
in having excellent and diverse speakers. They
have shown different perspectives, coming
from economic, environmental, academic, and
political backgrounds. The discussions have
proven extremely useful and certainly justify
the relation between IDDRI and FERDI under
this Initiative for Development and Global
Governance.

The Initiative has been launched. It was made
possible through the French Development
Agency with the support of the French authori-
ties. It has taken some time because we wanted
to make sure we laid the proper foundations
and formulated the proper objectives.

We acknowledge the need for more debate
ahead of negotiations, giving priority to consis-
tent, fact-based rules that can be enforced and
that enable policy-makers to take ownership of
the process. The rules need to be based on the
best scientific research, on an understanding
of policy-making constraints, and on adapted
measures.

I certainly hope that we will continue this very
fruitful
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