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Summary/ Conclusions

The paper offers a basic structure for a futurensmational climate policy beyond the Kyoto
Protocol (“Copenhagen Protocol”), but also asses#®s possibilities for a strongly extended
pioneering role of the European Union — securecctmymplementary border adjustments — in
the context of the ongoing EU and global climatégyadebate, but in contrast to the usually
discussed approaches. In addition, the two mostudised obstacles to an effective climate
policy are examined in detail: (national or globaBocial distributive justice and
competitiveness. Moreover, the paper gives a noveaistification for the global formula
“‘one human — one emission right”, and outlines pblesenforcing instruments for its global
and European implementation. Particularly for ewoty integration under a democratized
WTO, the approach tries to offer the crucial steywdrds global justice.

|. Competitiveness and social compatibility — slowig down climate policy?

National and European climate policies (while dsstng the EU commission proposal for a
new climate strategy) are increasingly facing aamapstacle: How can climate policy be
advanced without detriment to (national or glolsaigial distributive justicand how can this
“social climate policy” be reconciled with competéness on a global free-trade market,
particularly in the case of European climate policyt starts to serve as a model for the
world? And how can this lead to a stringent, effegtand fair global climate protection
regime (“Kyoto II") beyond 20127

The fundamental challenge at the nexus of climateyand competitiveness is well-known
(on the following see Ekardt 2007; Ekardt/ Schmei@009): in a liberalized world market,
the EU competes for companies looking to estabindir business on its territory. Thus,



nation states in general are becoming increasimgiylved in a global “race to the bottom”,
with regard to both company taxation as well asstb@al and climate policies which affect a
company’s choice of location (incidentally, this nket-induced loss of national sovereignty
can also be perceived as a challenge to democrBegyeasing taxes leading to an empty
treasury for social policy is one possible consegaeeven though free trade also generates
wealth (albeit a form of wealth which can leave timelerprivileged behind). In this difficult
situation, where poverty is to be reduced in th@t®and preserving the welfare state is
becoming increasingly difficult in the North, cliteapolicy happens to be particularly
burdensome for the underprivileged — even in theCDEstates — who, unlike large
corporations, cannot threaten the national staiie iglocating abroad option (“exit option”).

It can probably be taken for granted that, in theglimm term, climate protection will cease to
be a pure cost factor and might even become potditan certain areas, such as heat
insulation (on the following see IPCC 2007; SRU 200n the long term, climate policy is —
when viewed against the costs of climate changke—sble option anyway, even from an
economic point of view (as we know from the Steep®&t). However, current national and
European policies still reflect the fear of compe# disadvantage and growing social gaps.
Despite all efforts and verbal declarations, clenpblicies have remained rather moderate
when measured against the goal of effective climatgection: since 1990 worldwide
greenhouse gas emissions have increased by oér ¥hile developing countries were not
committed to reducing their emissions at all, westeations will fall short of their Kyoto
targets to reduce emissions by 5 % by 2012 (wlsch itself insufficient). Instead, emissions
increased in the OECD countries, despite the cedlay Eastern European industries in 1990.
Germany will if anything fall short of its Kyotoriget to reduce emissions by 21 %, despite a
14 % reduction achieved through the collapse ofdhmmer German Democratic Republic.

In order to avoid a global catastrophe induced daycentrations of greenhouse gases in the
atmosphere, the OECD countries’ emissions will haevée reduced by some 90-95 % by

2050, not only 60-80 %, the range most often dsedsAnd per capita emissions in Europe

still exceed emissions in Africa or China by a nplé. These regions should, however, be
granted a certain increase of emissions in orddretp overcome the pressing problem of
poverty.

Il. Insufficient distributive justice in climate pr otection? Ambivalent results and the
debate on “high energy prices”

But will a more stringent German and European diénmolicy lead to social problems, such
as national or regional effects on social distidtm® This question has been asked from time
to time under the headline “environmental justicggt typically in the context of regulation

1 The IPCC demands 46-79 % GHG reduction worldwidldoy! 2050 in order to limit global warming at 2-2,4
degrees Celsius, and points out that this is withaking feedback effects of climate change intcoaat; cp.
IPCC 2007, p. 15, SPM.5). Given that the world’spylation is growing, this implies a GCQeduction
worldwide from 4,6 t C@(without deforestation) to 1,3-0,4 t per capit®050. In OECD states, this implies a
87-96 % emission reduction. And (a) 2-2,4 degressalready lead to disasterous consequences;dtipdek
effects of cause have to be taken into accountgl{gjate change is coming faster than IPCC expe@tpd
Hansen 2007 with the latest NASA research on cknctinge) - therefore even 87-96 % might not loeigim



of harmful substances and pollution limits ratheart climate policy. As long as major
developed and advanced developing countries relaggards on climate change, it has been
suggested that, irrespective of corporate taxadioh social policies, ambitious national and
European climate policies will in themselves weakemopean competitiveness on the world
market and thus deters companies from investingurope; and this, in turn, is seen as
endangering jobs, to the particular detriment efgbcially underprivileged. Still, an effective
climate policy can create employment in return,ifigtance in renewable energies or energy
efficiency. This could help offset concerns aboutpwyment effects and other social
impacts, even in the absence of specific poliflesiruments.

Nevertheless, other social implications of climptetection are more persistent. Renewable
energies such as wind and biomass have ecologrdaivalencies (for details see SRU 2007),
something that might point to energy efficiency audficiency (decreased consumption) as
more important strategies for effective climateigol To this end, most climate policy
instruments directly or indirectly increase thecprof the fossil energy sources whose usage
is at the core of the climate problem. And yet,rggas relevant for a range of economic
activities and products. Entrenched positions amidigal slogans suggesting that “everyone
has the right to fly and drive cheaply” are therefbecoming problematic. Can a family with
children really afford the higher building costs #opolitically-desirable passive house, even
if the costs may often be recouped after a peribdinee? Or will the “cottage in the
countryside” coupled with the trip to get there ché@ remain a dream in future? Is the rising
cost of energy not even a threat to some peopk’g @xistence (and not only a question of
social distribution in general)? Put simply: thestsoengendered by climate policy might hit a
number of socially underprivileged people hard, sghs rising energy costs will not change
the behavior of the wealthy. For instance (for mahyhe following data see already Wicke
1993; Bulow/ Schwabe 2008):

» Taxes on electricity and petroleum (such as, fetaince, the German “eco” tax) as
well as the European emission trading scheme forestarge emitters, which also
results in costs being passed on to consumerspudlyihave a “regressive” effect, in
that they tend place a particular burden on ciszesth low incomes. Due to the
higher ratio of energy costs to their income, tli@ancial situation is impacted more
severely than that of a high earner (even though barners tend to consume more
energy per capita).

* In addition, a cut in social security contributidiasilitated by “eco tax” revenues (for
instance in case in Germany) is of no use for gedacially underprivileged groups,
such as the unemployed, even if it might improwespects for jobseekers.

» Various subsidies programs (e.g. for new heat atgul) and tax reduction incentives
primarily serve those who already dispose of a hinglome. Even the Erneuerbare-
Energien-Gesetz (German Act on Renewable Ener§ES) results in a situation
where those who are able to invest can generatéskafree return for their
investments, because the EEG guarantees fixedspiiceevery kwh of renewable
energy. At the same time, funding has to be rdigeithe broader population like a tax,
since the entirety of electricity consumers paydtie fixed prices.



» Every year for instance 840,000 households in Geynaae cut off from electricity or
gas due to outstanding payments. This does, tholeglve open the question of
responsibility. Looking at the remaining marginabee of “climate political” costs per
kWh, one can hardly place the blame on climatecgddilone. The proposition that
environmental policy is “unsocial” therefore logesction.

* One might continue: low-income households are noténed byclimate policyin
particular. VAT, for instance, has the same effectthem as climate policy (and in
this case people with lower incomes do not everelavegal opportunity to avoid
higher tax payment, unlike an “eco” tax, which dsnavoided by saving energy, for
instance buying energy efficient products). Thuseems at the least somewhat
shortsighted to accuse climate policy of impactimg social equity in such a
pronounced way.

* A possible response could now be to propose ardiifesocial distribution of revenues
of forthcoming auctions for emission certificates national or European emission
trading — or from an “eco” tax. Most people, howgseem to have an irreconcilable
desire for higher redistribution but at the sammetilower taxes in general, a
combination that is not feasible.

» It has still to be considered thelimate changatself is very likely to entail greater
social disadvantages for certain groups than al rtioderate climate policy steps
taken so far to prevent it: a) The socially underf@ged even in affluent countries
will be exceptionally impacted by the impendingnaite change. (For economic
reasons, they will often not be able to take adhgatof the possible steps to prevent
or avoid the effects of climate change on themMbjeover, on a global scale, people
living in the southern hemisphere will be the maictims of a changing climate —
although they contributed little to its cause. djisTis all the more disastrous as
worldwide social inequality is already pronounced.

Striving for social distributive justice therefonmplies a duty to prevent climate change —
without neglecting the issue of distribution of tbests. Ultimately, therefore lower energy
prices and the ensuing incentive to use energyaaeally align with social and climate
policy, although this is currently a popular id@awestern countries. Political measures are
always compromises and, generally, social redigiob will always have to be paid for by
someone in the end. The widespread habit of matangradictory demands — on the one day
a commuter compensation (which can be considersdbaidy detrimental to the climate
supporting primarily people with high incomes), the other day demanding more climate
protection — will not take us anywhere.

lll. The fundamental principle of social climate pdicy: “One human — one emission
right”

But what does “social distributive justice” (on ational or global level) mean for climate
policy — from a philosophical and legal point obwi2Z Once again, a distinctive approach

2 The whole argument is a philosophical theory -itojustification and all details see Ekardt 2608nd a legal



seems to be most appropriate (for more detailsEgaedt 2009, Wicke 2005, and Ott 2007,
too general and without the most important aspaetsarguments Bodansky 2004 and Blok/
Ho6hne/ Torvanger/ Janzic 2005; a more or lessiifh)lar approach to a general theory of
justice without regard to climate protection, canfbund in Habermas 1992):

* It may sound unpopular, but individual wealthy peopre not amain driving factor,
neither in generating assets to be distributedheywelfare state nor with regard to the
volume of greenhouse gas reductions.

» Furthermore, the task and the enforceable dutylibkaal society ionly to ensure freedom
andthe fundamental preconditions of freedom (see @K2009), which means the absolute
necessities of life, equality before the law ane thance to develop one’s personality (a
balancing between these goods is always necesaadyalso has to take “additional”
preconditions of freedom as the other legitimask taf a liberal state into account — but
these are no subjective rights as such, merelyesgmns of the objective law). Beyond
these rights, there is ndght in liberal democratic societies to a substantiquad
distribution such that everyone is equally entilectertain goods (“communism”). Details
of distribution — which should be seen as aspédctadulitional” preconditions of freedom —
are therefore within the discretion of political joréties. In other word: Even without
ambitious climate policies, not everyone would biedo afford a luxury sports vehicle, or
a flight to a vacation resort.

» At the same time, the fundamental preconditionfeddom require an equal treatment of
all individuals — requiring everyone to be assigaezrtain absolute minimum. This entails
constraints (e.g. by way of taxes or emission trgdon the wealthy in order to reach a
minimum level for all. We propose two argumentstfaat:

- Without an equal right to a minimum of fundamengakconditions of freedom,
freedom would be worthless for the poor — desplterél constitutions promising
equal freedom rights. This “equal margin of sulesise” (or analogically “basic
needs”) requires, on the one hand, that every humearg be provided with a certain
minimum of energy, and on the other hand, that ybaty be equally protected
against the devastating effects of a climate chamgeigh preventive steps. And even
though greenhouse gas emissions must be reducad ahsolute scale, each person
needs to emit at least a minimum amount of greesigas to live. Still, many people
worldwide do not reach their “equal” per capitarghaequiring careful attention about
unequal distribution concerning greenhouse gasstomsights.

- More importantly: When a public good such as theate becomes tradable, it seems
plausible to distribute the “using” rights or thevenues of unequal “use” (of the
atmosphere) in equal shares, especially as nobadyctaim to have contributed
greatly to generate this good. Unlike calls for dawealth” (national or globally),
equal emission rights can thus be justified. Thigiment can also be seen as a reverse
conclusion of the polluter-pays principle — whidhimately stems from freedom (see
Ekardt 2009).

interpretation of ,freedom* as the crucial termtafman rights. — The “rights to the preconditiondreedom”
which | will mention are also known as economic andial human rights.



» But equal freedom (precondition) rights and thdytet-pays principle should not only be
valid in individual nations or regions, such asdpe; they also have to extend to the global
level. When the ultimate amount of greenhouse gdélsas may be emitted to avoid
devastating climate change is distributed, a Elaom®uld therefore not claim a higher per
capita allowance than his counterparts in Africaar children and grandchildren (who, by
the way, cannot really be held responsible for atenchange). Not only our freedom, but
also theirs is concerned. Overall, inhabitants fiiient nations have been consuming a
larger share of goods and energy, some widely ektgeheir per capita share on the
absolute global emission scale, and consequentlg tabe held responsible to a greater
extent, leading back to the principle: “one humarne emission right”.

Expressed more generally: The traditional, pringagconomic and negative concept of
freedom right has to be transformed as follows:Fegedom presupposes certain equal
preconditions which have to be preserved. b) Frn@edb future generations and on other
continents has to be taken into account. ¢) Rulesiacessary in order to secure freedom in
the long term.

IV. European policy instruments for effective and scial climate protection
1. Basic structure of our own approach

But how can the necessary social regional (foramst European) climate policy succeed?
First of all: The best way to affordable energy déwery person in the long term and to reduce
greenhouse gas emissions is to enforce energyeeitic and the use of renewable energy. In
this process, a certain increase in energy prisgsrobably unavoidable; but problems of

competitiveness can in any case be minimized byngirfor European, rather than purely

national, approaches in climate policy.

The most elegant implementation of a (e.g. Europeancept of the “one human — one
emission right” would notionally be a fixed emigsigeduction goal combined with a

European carbon price (also replacing existinggneaxation and a number of tax benefits)
and whose revenues would be distributed as a p&acaesources premium” or “eco bonus”

to every citizen. Electricity, petroleum, motor W& taxes, tax and pension contributions
from “eco taxes” could all be assimilated into sachystem. As everyone benefits from the
“resources premium” while the wealthy individualsttwa more energy intensive lifestyle

contribute a greater share, the social gap coelctbly be closed.

Most notably, the aggregate effect of this as aelthe following systems is that an energy-
efficient lifestyle or the use of renewable enevgll result in profits under the “resources
premium”, whereas adhering to a “business as udifiedtyle will incur a financial loss. This
incentive to economize energy benefits the clinaatevell as the social underprivileged, who
generally consume less energy. In combination aitbquate “carbon pricing” mechanisms,
the “resources premium” could be a kind of begigrofa European basic income approach.

Four points need to be considered here: a) Theeetincept will take us nowhere if other
social benefits unter existing social security angurance schemes are cut in return —
therefore a holistic view is necessary. b) Highmoimes by a “resources premium” (in this



case for the underprivileged) will not lead to e&sed energy consumption, but will only help
reacting to rising carbon prices. c¢) A “resourcesnum” (or “eco bonus”) does not, unlike
the current German electricity and petroleum taguce the non-wage labour costs so that its
impact on labor market is not entirely clear. Ma&g a decisive advantage of a resources
premium has not yet been mentioned: It is likelyrtassively increase empirical acceptance
of an effective climate policy.

An emission reduction goal combined with a carbacepcould be a EU eco tax — or an
expanded European emissions trading scheme bas#t grimary energy production (and
therefore including at least most of the carborxidi®@ emissions), in which 100 % of the
certificates would be auctioned annually. The sssité bidder would pass on the costs to the
consumers and in return, the auction revenues wimddce a European resources premium.
This would more or less entail that everyone itlitinas an equal right to use the atmosphere
— and everyone has the basic financial means terdasic energy needs.

If neither of these approaches is taken, an evaluatould become necessary to which
existing mechanisms contribute to a resources pmamie.g. if auction revenues of the
existing emissions trading should be included. Ménetess, a single solution (i.e. less
instruments — a European energy tax or, politicaligier to enforce, an expanded emissions
trading scheme) would also be more democratichagolicy choice for climate protection
would become transparent for every citizen — evethé absence of detailed knowledge of
environmental law. Moreover a strict progressived®tax or emissions trading, rising in
predetermined steps, increases investment andiptasecurity for citizens and companies
while minimizing bureaucracy — a consequence ofeturpolicy mixes based on a multitude
of instruments with limited scope and effect. Besidtaxes and emission trading are liberal
and efficient: Each individual is free to decideshim economize on energy consumption and
where doing so is most profitable.

Regardless of whether the decision falls in favoluprimarily “one” instrument or of the
traditional instrument mix: The effects of subsgliencouraging greenhouse gas emissions
(e.g. the commuter tax relief or other support prats) on climate and social policy should
also be taken into account. These subsidies aggamrt for climate change on the one hand
and are not just paid “by the state” but by socatiarge in favour of certain parts of society;
therefore, they have social distributive effedds. more of the existing instruments are
replaced by a comprehensive energy tax or an extkathissions trading scheme, the effect
on prices and a resources premium will grow. Claiha “emissions trading alone cannot
finance the resources premium” are thus not jestifi

Furthermore, the concept of a social climate pol{cyplemented through one central
instrument or a bundle of instruments) has to ekt&eyond energy policy. At least
conventional agriculture with its methane ({tnd nitrous oxide (pD) emissions and its
energy intensity needs better regulation.

Moreover, the costs arising from “delayed” climptetection measures arising from damage
and/or increased adaptation efforts always hawe tkept in mind.

When aiming for additional distributive arrangenseriietween citizens and electricity
companies, or landlords and tenants, it should ydvie considered that such rearranging can



miss its social objectives when the costs in thet @an simply be passed on to the consumer
of end-user. Accordingly, rules solving the cliemiéstor (landlord/tenant) dilemma in terms
of building insulation may be very important fornchte policy, while their impact on social
policy might be unclear.

Whether economic instruments are to be complemenyedrohibitions on certain luxury
goods or activities, requires further discussiomenethough it would probably improve
empirical acceptance and therefore the enforcéabiliclimate policy. At least some socially
compatible command-and-control regulatory instrutsesuch as absolute energy efficiency
or mileage standards, could have a positive broaifiect.

But how can competitive disadvantages for privatdustries resulting from a socially

motivated climate policy be avoided? Companies miglact with corresponding wage

agreements (that take away the effect of the ressysremium) and threats to relocate from
Europe, thus constraining the climate policy’s ‘iabelements”. A visionary answer for a

global social climate policy shall be proposed hauter V., followed by a practical policy

alternative in the concluding chapter.

2. Details and the EU proposal for a modified emigsn trading

Evidently the concept raises several questions.pfbposed boni also lead to higher budgets
of the socially underprivileged, which entails thek that the whole instrument might not
achieve the desired climate effect, but increadeites that are harmful to the climate.
However, it is unclear whether other additionaliglomeasures in climate protection (such as
energy prices rebates for low-income householddfs®t energy price increases) do not raise
even more severe problems. Instead of a resoueceiym, financial support could be granted
to energy efficiency measures in households. Sufinaacial support mechanism would,
though, increase bureaucracy far more than a resqremium. Moreover, producers e.g. of
domestic appliances might simply raise the pricas$ thus undermine the social effect of a
bonus. As a furchter socially compatible elementlmhate policy, the use of revenues from a
reformed emission trade for financing e.g. heaulatson programmes could be discussed.
But besides the administrative effort, it is uncleahether especially the socially
underprivileged would benefit. Generally, all theseeasures may also constitute an
inappropriate limitation of freedom.

Furthermore, several problems ensue for the tiansftom a bundle of instruments to a

(more or less) “single” instrument such as an edgenemission trading scheme. As a
consequence of the (included) derogation of natitew” taxes, the revenue from emission

trade auctions might then have to finance the nationsurance contributions that eco taxes
currently generate; otherwise, private social iagae contributions would rise. Nevertheless,
the “subsidies” of state pensions should be grdyluadduced and the released revenues
integrated into the resources premium, as the sapgsevenues from extended emission
trading for the resource premium could otherwisebh@ogenerated.

The already existing continental emission tradinghe EU (soon maybe also in the US)
would seem an appropriate vehicle for a comprekiergolicy approach — rather than a new
taxation concept — simply because it already exigte revised directive on emission trading



does, though, fall short of the standards develapettis article, even though it is a clear
improvement compared to the existing European eomdsading scheme. In particular, the
directive does not shift from a sectoral approach teally general emission trading scheme
based on primary energy sources — and CO2 redugtials are not strict enough yet, as well
as well as full auctioning is missing. It merelgludes some new sectors (such as aviation).
In the same way, greenhouse gases other thagna@Onot included on a broad scale. This
inconsistent approach has been chosen with a wethd vast investments in the current
emission trading scheme. Still, this argumentasvéid, as a timely reform would (a) require
less effort now than a fundamental reform at a Istigge and (b) promises greater success as
a measure of climate protection, given the systeamge would lead to cost economisation in
the long run (as far as consequential climate danmgoncerned). Moreover, (c) the sector-
based emission trading scheme and its necessatyircation with other policy instruments
continuously create high transaction costs. The ptexn relationship to other policy
instruments is thus still subject of the new direxbn emission trade (e.g. regarding the use
of auction revenues). Furthermore, (d) the secésed emission trading scheme only
considers distributive justice between states (regucomplex effort sharing). However, this
does not benefit the socially underprivileged innMber States. Finally, an emission trading
scheme largely addressing £las to be complemented with a policy instrument the
agricultural by-products methane and nitrous oxahel also with a policy instrument tackling
deforestation, both of which are missing in thenef. It is to be welcomed, however, that the
Commission proposal has opted for medium-term tineduction goals.

V. Global, effective, and social climate policy (Qmenhagen Protocol)
1. Basic structure of our own approach

Still, “one human — one emission right” is not $plmeant to be a European project, but also
a further development of the currently not very @mbs or enforceable Kyoto Protocol on a

global scale after 2012 (Copenhagen Protocol). ase the general justification that we

provide above, the main elements of a global ambrsaould be:

1. In order to prevent disastrous climate changes, global per capita emissions
allowance would have to be fixed and limited — #meh would have to be distributed
on an equally per capita basis.

2. The per capita amount could be (according to IP@®@und 0,5 t C@per person
annually. This would be above current emission lfewre most developing countries,
but far below the OECD countries’ emissions.

3. If western countries wanted to emit more greenhgases, western states would have
to buy emission rights from southern countriescdntrast to Kyoto, this would lead
to an emission trading scheme between all statessathe globe.

4. By these means, a reduction of greenhouse gasiensssould get starteand funds
would be mobilised for the reduction of povertyuetion in the southern hemisphere.

5. The scheme would not have to impose the 0,5 t geitac from the outset, but could
reach this goal in several stages; in line withghgections of the IPCC, however, it



should achieve this level before 2050.

6. Full integration of developing countries into theemll reduction obligation system
should potentially be delayed by some years. Roidhat point in time, such countries
could obtain extra additional emission rights omsokind of additional payment in
order to manage their reductions and adaptation.

7. Also the sectors aviation, shipping, land use,catfire, and deforestation would have
to be fully integrated in the global cap-and-tradeeme.

8. A global institution should have the right to cahtemission reductions and enforce
them with severe sanctions.

9. The annually decreasing aggregate number of emiggdificates held by each state
or group of states after international emissioditrg could than form the basis for a
national or continental emission trading scheme ramprimary energy users (as
described earlier), including an annually degressiumber of certificates, annually
auctioning, etc. The basic principles of such matio(or continental) distribution
systems might have to be prescribed on a global kevensure the funds really reach
the socially disadvantaged (after all, many stateddwide are not democracies).

10.As mentioned earlier, primary energy producersngbarters would have to auction
certificates and pass the costs on through prodeletstricity and heating prices etc. to
consumers. States or regional integration orgapmizsit(such as the EU) would then
distribute the auctioning revenues to all citizensa per capita basis.

By these means, energy efficiency, renewable enarmy longterm energy security would be
forced (without a very complex ,nstrument mix“ amdry citizens are unable to really
understang). Western countries would partly buy certificatest partly rely on more energy
efficiency, sufficiency, and renewable energy sear@nd therefore reduce their overall
greenhouse emissions. Step by step, the developungtries would do the same. This would
stop the global “race to the bottom” with regardcdlomate policy. Even from a broader
economic point of view, the entire concept wouldddo very important advantages: One
would avoid the disastrous costs of climate chamg® technologies would be forced; and
independence from energy imports (and rising fossl prices) would increase. Emission
trading would help identify the cheapest availatlimate protection measures, and a broad
range of greenhouse gas emissions could be coamckdhtegrated (including, for instance,
emission from meet consumption or bioenéygy

In southern countries, eco bonus would be highaliytand emission trading costs low; the
opposite would apply in OECD countries (becausessiom trading costs between states
would be added to ,southern* eco bonus and woulduisstracted from eco bonus in the
OECD countries). This would only be fair, as thghar per capita contribution to climate
change originating from the OECD countries wouldcbenpensated, while at the same time
the social justice of climate policy could be ldygeustained in the same countries. Moreover,

3 This is also alemocraticproblem.

4 And integration e.g. of bioenergy-caused rainfodegyradation would work much more precise thawvadgue
and incomplete “bioenergy sustainability criterig&uropean and national bioenergy policy is criédisn more
detail by Ekardt/ Schmeichel/ Heering 2009.



even the socially underprivileged in western caestrwould benefit from the financial
transfers to the south, as these would stimulaeévelopment of welfare states in the south,
thereby reducing social dumping and stabilizingwiestern welfare state in the medium term.
Furthermore, a determined attempt to combat clirdéage along these lines might avert the
social consequences of global warming impacts itih bdorth and South, whose severest
manifestations are already emerging: migrationwaadfor resources, such as wékter.

Another general condition is that, apart from &ewceiling and floor, speculative trading will
have to be limited by intervention powers for ateinational institution (such as a world
certificate bank). Generally, this approach woulsbahave to address indirect effects like
deforestation or the change of land use, whiléatsme time not inflating bureaucracy with
overly detailed regulation that disrupts the ergiystem.

In the end, the developing countries would be asslga clear long-term limit — which is
incidentially already been exceeded by countrige I[China — while the OECD countries
would, for the first time, face an ambitious go& regards the reduction goal, it would be
necessary to determine details of benchmarks, tiedugeriod, and scope. It remains an open
guestion how to take into consideration the inceezEgpopulation (respectively its decrease in
northern countries) in the distribution of per ¢apmission rights. The allowances could be
allocated on the basis of a year of reference beoadjusted from time to time. Butfiaed
basis of calculation seems more sensible with sontlpopulation growth in mind, as
otherwise population increase (which contributepdoerty and climate problems) would be
rewarded. At the same time, a fixed basis wouldbdavthe (climate friendly) declining
population in OECD countries (although this effeatl be partially counterbalanced by
migration).

Either way, the proposed procedure avoids problefrfsindamental technical infeasibility.
Such problems would probably arise if, insteadhef proposed procedure, a gloparsonal
per capita emissions trading (personal carbon riggdivas established. In that case, every
human being would become a certificate trader, whegeryday climate-relevant actions
would be debited on a “credit card”. Europeans wolikely become constant buyers;
Africans could make profits from selling his cedites. In theory, this model’s effect on
economy and climate policy is likely to be identiagth the aims of more conventional forms
of carbon trading. In southern countries, howewdrere most of the people do not have a
bank account or otherwise have accesss to necassastructures, personal carbon trading
would entail unmanageable problems of implementaséind control. Obviously, this would
not rule out the possibility of introducing a glblpeersonal carbon trading scheme at a much
later date. Its major advantage would be that kxcaion of means benefiting the poor could
be addressed more directly.

One could question how selling own emission righistches the idea “one human — one
emission right”. But this question is based on aunderstanding. First of all, no ondasced

to sell his or her emission rights. Secondly, tlae sis accompanied by a financial
compensation (which is particularly beneficial iavéloping countries). A more interesting

5 Climate economists sometimes tend to ignore thiaéir models as there is no market price foFfiis is only
one of many reasons why economic climate researnbtias precise as it pretends to be.



point is that even a further distribution of funtisvards developing countries (through a
resources premium etc.) will not resolve all sociallenges in one fell sweep. Accordingly,
the proposed system does not exclude additionaésruand regulations, e.g. the
implementation of global social standards withia INTO, which would be an instrument —
combined with the proposed new climate policy —irgjathe global “race to the bottom”.
Global social standards and the proposed new dimaticy could also give back some
degree of sovereignty over economy to democrataitignal or regional) politics. Apart from
that, also the democratization gibbal politics (and maybe the integration of climateipl
into a democratized WTO) remains an important topic

A fundamental advantage of the proposed model -alsotof personal carbon trading — is the
high plausibility of its intentions, even withoueference to legal or moral theory.
Furthermore, it allows for the definition of a fckdevel of global greenhouse gas emission,
aimed at reducing global warming as much as passililis approach is also more effective
for social policy than fixed but differentiated tedion goals for different countries, as
implemented under the Kyoto Protocol (which is dledirection the current negotiations for
a Kyoto follow-up agreement since the Bali Confeeem December 2007 are taking), given
that our concept would lead to a concrete cash ftothe poor (which is probably much more
effective than some general and non-binding notibftechnology transfer to the South”).
Furthermore, the system of mere (and not very aousj targets without attribution per
capita and without a sanction mechanism enforceablan international level has already
failed under the Kyoto Protocol.

2. Historical emissions and alternative concepts afimate justice

Our concept of global climate and social justicevpdes an orientation for the further
development not only of European climate protectiaw, but especially for the global
regime. According to the agreed timeline, currdabgl negotiations will be concluded at the
end of 2009. Therefore, two points will be rasetbwe on the one hand, we will further
concretize our proposal with a view to these negotis, and on the other hand, we will
discuss alternative concepts for climate justicéjctv (as we think) are altogether less
convincing.

The concretization is: The concept of “one humarg emission right”, as mentioned earlier,
could be amended to some degree in order to take aocount historical emissions of
(especially) OECD states. By these means, emigsibi prices could also incorporate the
cost of an (inevitable) adaptation to climate clegngsofar as a certain degree of climate
change can no longer be prevented. “Historical simis” consider that especially OECD
Member States, in particular, have been emittirgy &mounts of greenhouse gases in the past
200 years which now contribute to climate changthenatmosphere. However, it would (1)
not further sustainable protection of freedom hynate protection to simply allow China,
India and other emerging economies another 150syeérunlimited greenhouse gas
emissions, as this would compromise the living doras of future individuals across the
entire globe. Furthermore, (2) the OECD Member eStdtave not necessarily acquired an
“advantage” equivalent to the emitted quantity. @toes like China or India profit on their



part from these “advantages”, because they can amtipely rapidly reach an acceptable
level of prosperity through imports of economic relsdand technologies that have been
developed in the western world. In addition, (3ing into account “historical emissions”
leads to a complex discussion as to how the comgitebal history in the past centuries may
have advantaged and disadvantaged different cesnttiis therefore impossible to assign a
more or less exact number of emission rights umigkerprospective “historical debt”. Most
importantly, (4) invoking historical emissions takento account the advantages and
disadvantages of deceased individuals, and cossiggions as collective entities. Assuming
that the foregoing approach — “only freedom andc@néitions of freedom” (for a detailed
justification see Ekardt 2009) — is correct, suatobectivist perspective cannot be justified.
Moreover, it raises the question whether we ardlyraasponsible for the acts of our
forebears. Incidentally, the experiences with matiallocation plans for European emission
trading have already shown that a precise calouatif historically grown emissions is
problematic for individual facilities (Bausch/ Luezi2007).

All this obviously does not rule out moderate cdesation of factors such as “historical

emissions” and “adaptation costs” (which are, teedanly taken into account via global

financial funds) when calculating the details fariaternational emission trade. Insofar as the
freedom principle leads to the justification of te@m equality standards and provision of
certain basic needs (= fundamental preconditionfsegfdom) and also to implementation of
the polluter pays principle, these aspects candmsidered e.g. when calculating the price
range, and that with a minimal administrative effor

Of course, in the international “Kyoto Il debatéfi 6cience and politics) several alternatives
to “one human, one emission right” are discussetthwhre distinguishable particularly by
how they deal with historical emissions. A compami®f the different concepts of emission
trade (see also Lyster 2007) shows that similaneissare at least addressed. It is often
suggested to combine the climate protection remergs with the sanction mechanism of
world trade law, namely the WTO (Radermacher 20@ithers doubt that world trade
sanctions are appropriate for protecting the clém@&odi 2007). But beyond sanctions, the
relationship of world trade law and climate proi@cthave to be assessed anyway (Ekardt/
Susnjar/ Steffenhagen 2008). Therefore, we supperintegration of an ecological and social
global climate policy into the WTO system anyway.

Most of the few existing approaches presume thelh @adividual in the world has the same
emission allowance. Variations occur on the quashiow to increase the commitment of
industrial states while relieving the developinguctries. This idea is especially brought
forward by the Greenhouse Development Rights (GRBposal, which is not based on equal
emission allowances, but focuses on the right teeld@ment (Kartha/ Baer/ Athanasiou
2007). A so-called development threshold is intomtlto distinguish between the poor and
the “consumers” of the world. Those whose incombeekow the threshold are not burdened
with the obligation of greenhouse gas reductiorenehs all others are firstly considered to be
able to pay the costs because of their wealth,saedndly to contribute strongly to climate
change by their luxury orientated consumption (cépand responsibility). The threshold is
set to an income of $ 9,000 per year, the incombefjlobal middle class. The portion of the
emission abatement in each state shall correspmnidet size of that part of its population



whose income exceeds the threshold. The pollutgs panciple does therefore only apply to
emissions caused by consumption which exceeds badaicands. Through a simple
calculation, the Responsibility and Capacity Intbhca(RCIl) shows how the emission
abatement is to be distributed. The percentagesgansibility for emissions of each state is
multiplied with its share in the possibility to tete these emissions. The result tries to show
which percentage of the global reduction coststaree borne by which state. Thereby, the
GDR-approach imposes global higher reduction gdaalsndustrial states than could be
achieved by reducing emissions in their own coyrgwen if emissions would be reduced to
zero. In order to fulfil its obligations, a countghould therefore be allowed to finance
emission reductions in other (developing) countriecurring also to (critically viewed)
market mechanisms such as emission trade.

The GDR concept uses the social aspect of climbhnge as a starting point, but is
nonetheless unconvincing for a number of reasolns.development threshold of $ 9,000 will
probably by itself mean that states have to redes® emission than they would be capable
of, and that without abstaining from development@mbatting poverty in their own country.
Though some basic needs (= elementary preconditibfteedom) have to be covered, some
emission reductions could be achieved also inghigsess without neglecting basic needs. It
seems untenable to qualify the “global middle classin need of development and to find
people incapable of being responsible for their @wnssions. Furthermore, the GDR concept
runs counter to the comments made already on luat@missions. Moreover, an approach
focussing on freedom is irreconcilable with the rapgh of “collective rights to
development” of GDR; and the individualistic appsbawhere regulation is only to be
concerned with freedom and preconditions of freedoas been shown to be philosophically
and legally imperative (Ekardt 2009; Ekardt 200W). addition, GDR seems hardly
enforceable, considering that the relatively weajotid Protocol has not been ratified and
especially not been enforced by all states. Angaltilbn exceedingeven a complete stop of
emissions of a state will be difficult to sell evenfinancially strong states. Above all, the
factual ability to pay for a certain task does patail an obligation to do so without any
limits, as the approach on social justice above aretnated. Besides: Also the prevalent
discussion on international law in Europe, whichintya displays the Kyoto Protocol
affirmatively (see Czarnecki 2008), ignores thesecerns in the same way as the tendency of
ineffectiveness of global climate policy as a whole

The much discussed Vattenfall approach does, as,GbDRbank on per capita emission
rights, but classifies states according to simimoss domestic products (GDP), also
introducing a certain threshold. However, this nsetdrat countries below the threshold not
only have to buy emission rights, but are alsowketl from the global emission trading. The
system could only be fully exploited by the stateth the highest GDP, whereas countries
above the threshold, but with lower GDPs depen@mission allowance “subsidies” on the
part of the richer states, as their economies swally more emission intensive, even though
less prosperous and therefore emitting less fragareeral perspective. The concept has to be
rejected for the mere fact of maintaining or fogcpoor states into a dependence on so-called
donor countries. The poorest states would be egdluds they already are from world trade.
Climate protection in this form does not have das@cological perspective.



Some approaches are based on equal emission figitta;ant to modify them according to
historical emissions of certain countries and/oogyephical factors, taking into account
existing energy supplies and the economic structaralifferent countries. Should the
allowances be distributed by countries, by sizéeafitory, GDP, economic structure (like a
right to continuance), average geographic-metegrcdd conditions or natural resource
occurrence in a state? This would be far too carafdd. The necessary criteria (a) would be
difficult to develop and would entail an enormousrdaucratic effort. How could, for
instance, the advantages and disadvantages ofetlifigeographical areas be weighed against
each other? These and other problems are (b) glieamlvn from the “historical emissions”
approach. Moreover, (c) an approach centred orddreeis incompatible with a collective
orientation on states and territories. Generallyaige disagree with the “existing” approaches
due to their (d) lack of tenable philosophical-lejgatification and (e) an insufficient concept
of how to deal with distributive justice, not onbn a global but also on a national (or
European) level.

VI. A Europe which urges forward — solutions for problems of competitiveness

The most important step remains a aglobal agreement on a cap for greenhouse gas
emissions. Otherwise the coal, oil and gas savedhbyEU will just be burned in other
countries (Sinn 2008). Nevertheless, the EU coulge dorward without disadvantages for
competitiveness (and without other states takingdgtivities as an of invitation not to act
themselves). We do not mean the strategy that thetltse in December 2008: more CDM
plus free emission certificates. A better optionuldobe the following: One could start with
an effective and social national or better Europelanate policy as suggested (by extended
emission trading) and complement it by border adjests (for more details see Ekardt/
Schmeichel 2008; Ekardt/ Susnjar/ Steffenhagen R@&ducts from countries practicing
less costly climate policies (for the enterprisesjuld be “adjusted” at the border when
imported into the EU, on the one hand. Europeadywmers would get refunds on the higher
European energy policy costs when exporting, on dtieer hand. Otherwise a strongly
extended climate policy and fast steps to a carfbea economy will (in contrast to EU
climate policy at the moment!) lead to serious oarleakage to other countries. Nevertheless,
the returns from the border adjustments shouldedéstributed to the developing countries
with regard to certain socio-ecological criterias-a first step to a new global climate regime.
Furthermore, the developing countries (which usualtiticize border adjustments, maybe
even in case of redistribution) should be remindéthe long-term goal: a global contract
(which should be forced by border adjustments) resjaclimate change — which will
especially harm the poor in southern countries.

Such border adjustments do not discriminate agangbody in global free markets and
therefore do not violate WTO rules, as they make shat whoever refuses to protect the
climate (like the USA or China) will not be grantad unfair advantage by eco-dumping.
Border adjustments do not spare us to rethink itestyle in response an extended emission

6 Otherwise it gets attractive to sell as many foséls as possible before the serious climate gutain
measures get into force.



trading (which will make energy more expensive);daeven without competitive
disadvantages on the world market, the higher gngriges will act to the detriment of some
industries. But border adjustments allow the EUatb as a role model for countries like
China, India and or the USA in advancing an effectand social (and economically
prospering) climate policy. This may be the onlyywa stimulate action for a global,
effective and social climate policy. And a globablpiem needs a global willingness to act —
and to question the idea of unlimited economic ghoiw a physically limited world — at the
end of the day. As we have seen in this articleiasqustice, inter-generation fairness, global
justice, economic benefits, peace-keeping — andomayen greater happiness in societies
after the end of unlimited economic growth — giw®d reasons for a new approach in climate

policy.
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