                                       Breaking Global Deadlocks 
                        Report -Beijing Symposium, Dec 5-6, 2006 
The event was the first of three meetings to prepare for a former Leaders meeting in May 2007 at White Oak Plantation, Florida. The next preparatory meetings will be in Canada (Langdon Hall) and Paris (OECD headquarters). The premises of the meeting were that: 

· Leaders can break global deadlocks (with cross portfolio dimensions) that portfolio ministers or international organizations cannot. Leaders can make commitments for their own countries, they can commit to instruct their Ministers to work toward specific ends, they can agree to work together in international organizations, and occasionally they can create new international mechanisms. 

· The G8 is not the solution; it is not sufficiently representative. A gathering of 14 countries, the G8 plus Brazil, China, Egypt, India, Mexico, and South Africa, would be more legitimate and ultimately more effective.
· To be successful, a meeting of “L14” Leaders must be well prepared.

The background material included three notes provided by the OECD (on climate change, energy security, and the Doha Round), and papers by David Victor and Ted Parson suggesting a framework and various elements for a “grand bargain”. The symposium explored the global context, the requisite process characteristics (in this context, process is substance), and the structure of a “package deal”.
In the introductory remarks on the climate change/energy security issue, we were reminded of the challenges and questions at issue. A challenge is to motivate action, where postponement means multiplying costs many times over during the decades it will take to transform the energy system.  Challenges include setting a global target for emissions and allocating it among countries (who sets the target? who decides who pays?); how to organize for competitiveness; and how to cope with the belief that technology will somehow save us? These challenges exist in a context where we do not know the benefits for individual countries and we cannot direct who is to implement what and how. The status quo is not sustainable. There is no coherence in the mandates of existing international organizations. It was also generally felt that the US will likely decide to control its emissions more decisively in the near future but that its actions will be slow in coming and will be conditioned heavily on the level of effort in other countries, notably the developing countries (especially China).  Japan is at sea regarding action to meet its Kyoto targets, let alone the period beyond Kyoto.  The EU emissions trading systems are in disarray; the CDM has attracted substantial investment but will not (and can not) cause fundamental changes in the energy systems of developing countries.

We reviewed the five elements proposed in David Victor’s paper for a grand bargain on climate; this led to a series of issues that require discussion which could, in turn, inform a White Oak Chairman’s Conclusion. First, the L14 should not threaten Kyoto. The L14 process could handle important issues that have proven impossible to address in the Kyoto framework, such as long-term targets (for warming or concentrations of GHGs) that frame the level of effort that will be required, or a strategy for engaging developing countries in more fundamental ways than just the CDM. 
Second, the L14 process could encourage coordination of a multiplicity of autonomous efforts to avoid the lowest common denominator.  Countries might adopt carbon taxes, cap & trade systems or a highly regulated environment.  The L14 could promote diversity in two ways:  

· By suggesting the International Energy Agency, or some other suitable body, provides a framework to analyze the level of effort in each nation’s proposed “package” of measures. To share understanding and agreement on the comparability of effort and likely impact.  

· By providing the framework for codifying bilateral agreements that could lead to integration of different countries’ fragmented efforts over time.  Such agreements could include schemes for mutual recognition of emission permits so that credits from one system would be legal tender in others.
Third, a new strategy is needed for engaging developing countries.  The CDM must be preserved in some form, given its strong political constituency and the fact that it has made some contribution toward controlling emissions in some limited circumstances.  The L14 could identify areas of action that align with these countries’ development plans and existing interests while also allowing for true and deep reductions in CO2.  Top candidates for such “deals” include: 

· Extending the US-India commercial nuclear partnership to additional countries.  To guarantee supply of nuclear fuel, the L14 could work through the IAEA on a viable non-monopoly scheme for the nuclear fuel cycle; 

· Making gas more widely available in China by, for example, an arrangement with Russia to supply large volumes and on complementary supplies of LNG from other countries to the coastline.  

· Implementing a viable plan for slowing deforestation in Brazil (and other countries whose sylvan balance sheets are shrinking).  

Fourth, radically new technologies are needed.  The L14 could:
           

· Play a role in coordinating negotiations on investment in new R&D in cases where an international approach is needed—such as with costly programs or where the relevant expertise is dispersed across many countries (e.g., highly advanced and commercially risky coal combustion programs, or advanced nuclear reactors).     


· Provide a forum for discussing barriers to an adequate level of R&D effort —such as perverse tax incentives and for coordinating the investment provisions that would encourage building the needed demonstration plants.  Precedents are CERN, ITER, the Human Genome project, the Generation IV nuclear reactor program, and the US-led FutureGen program on advanced coal.  
· Establish task forces on key technologies, such as those already set up under the Asia Pacific Partnership.  

· Serve as the forum for catalyzing key agreements on R&D strategy, charging international organizations with follow-up.
Fifth, and finally, the L14 will need to pursue tasks by instructing their representatives to work together in international agencies. Tasks for the IPCC include reviewing aspects of climate science or advanced engineering that are crucially important for addressing the climate problem.  An example is cooperation in the Energy Charter forum to address issues related to gas supply involving Russia. The L14 may also focus their efforts in certain regional organizations—such as APEC, ASEAN or NAFTA—to implement some of the “deals” that could engage critical developing countries.  

Building a “Package”
The package approach, similar to that undertaken trade negotiations, following Eisenhower’s dictum, is “The way to solve a big problem is to make it bigger”.
Criteria to consider for package components include stressing commonalities (what is favorable to all), appropriate timing to generate policy impact, and comparative advantage of other channels. We should also remember that “the perfect is the enemy of the good”, and that a political viable package will need to accommodate a mosaic of local initiatives.
Additional recommended initiatives to consider in building a “package”:

· A  permanent influential commission that could include authoritative leaders of science to evaluate what has been, can, and should be done;
· Despite the Greens’ antipathy to adaptation, we must focus on anticipating refugee movements, improving flood defenses, researching drought resistant crops, and preventing building on the seashore;  some countries, such as Bangladesh, are particularly vulnerable—and their troubles could spill over to neighbors.
· Extend the IEA stockpiling commitments;
· Given the large potential in industry savings, a Fund should be established for investment in the most effective technology in polluting industries;
· We must get serious about the nuclear fuel cycle. It is economic insanity for countries to have an independent fuel cycle (reprocessing, fuel bank, waste storage). Proliferation is a real risk which must be addressed even under current fuel cycles.  A better fuel cycle can help reduce proliferation while also making commercial power more viable economically.  
Other Observations
· At the global level, there is a need for leadership and coherence, which can only be provided by some sort of informal council. This informal council could be composed of Leaders, who can focus on issues where Ministers, Sherpas or international organizations cannot jump the gap across the boundaries of their mandates.
· There was a sense that at some point in the future, there would be one seat to represent the European Union, rather than four as in the G8.

· Leadership changes the domestic terms of the debate.

· Revolutions do not come from within the ministry. Most revolutions are not anticipated by policy power structures. Think of radical off the wall options of what might occur (Recall Mark Twain: “Truth is stranger than fiction, because fiction must conform to the current reality”.) 
· In affairs of state, self interest is the best guide to understanding, and to changing, national policy. Some are willing to swear on the Kyoto Bible; others not.  
· The Anglo Saxon view of leadership can underestimate the significance of institutional architecture – the question is how power will be exerted by institutions that govern countries, not just the views of individual leaders.  
· The impulse for diversification has even broken intra-EU cohesion – see the German deal with Gazprom for a special sub-sea pipeline that would supply Germany directly from Russia (while circumventing Poland). Or witness the special deals between Italian firms and Gazprom.  Lack of internal cohesion on energy policy will make it hard for Europe to speak with a single voice. 
· Peer pressure could influence India toward action.

· If the context is framed as security of supply, the issue is diversification – avoid use of the word “alternative”

· China is focusing on ambitious intensity targets, believing the UN process is too slow. It is considering new plans and provisions and is pushing the provinces. The Chinese are seeking new technologies and new approaches to international cooperation.

· China is investing heavily now in advanced coal facilities – in seeking that China use coal even more efficiently (and thus with lower emissions) we are pushing on a partly open door.

· Gas is the key to involving Russia, a hostage of its energy potential. Russia could also be a laboratory for R&D. For Russia to realize its potential as supplier of clean gas it needs “security of demand”—long term contracts.  Thus Russian and EU interests (and Russian and Chinese interests) could align—the basis of a deal.  
· For India, any new mitigation commitments are a non starter. There would be interest in market mechanisms and technology transfer. Security concerns re Bangladesh migration are significant. India would be enthusiastic about an L14 process, not the substance – participating in being a deal maker rather than a deal taker. But USA, Japanese and OECD commitments are a prerequisite. There is a worry that the OECD countries will adopt the French idea of applying punitive tariffs to goods on the basis of GHG emission content.
· For South Africa, climate change is a rich man’s club issue. “Fulfilling basic needs is our only concern. The countries that caused the problem should fix it – not Africans”. Africa would be interested in safeguards against piracy of their intellectual property, accessibility to financing and guaranteed energy supplies.
· Brazil, majority owner of the Amazon, needs cooperation to reverse its unacceptable rate of destruction. Brazil is keen on bio fuels and flexible fuel engines.
· The US will never do anything serious about energy security- it imports over 60% of its oil now and that fraction will probably rise over the long term. The required demonstrable commitments could be in the form of US involvement in others’ investments and demonstration projects, and accelerating its already considerable R&D efforts.

· Transfer of technology is good sounding mythology – don’t believe it. Most technology moves through commercial markets.  
· We must deal with the energy supply sector and confront producer vested interests.

· Global environmental governance structures must be examined 

· Any package must focus on a promotion campaign for conservation, applying existing technology (e.g. long life low energy light bulbs, standby hotel key cards)

· Consider including international civil society representatives.

· The issue could be effectively reframed as energy security, safety, conservation, financing and energy for the poor. A compelling case can be made for innovation and that energy is an input for growth, for all, with beneficial side benefits. However, given the “what’s in it for us” doubts, and the broad inconclusive debate on instruments, we must focus on “geometry”. Which countries are key, what would they demand in any “package deal”, and how to keep the package from becoming too sprawling?  That requires looking to key interests in key countries.  The “package” should be framed as “Energy and Climate Security”.
· White Oak, with no set speeches, will have a limited number of people, with experts offering different perspectives. Three or four of the main participants could join the Chairman in a 
press briefing after the meeting, to outline a consensus package.
Conclusion

For the Langdon Hall January 29 meeting, we will prepare an inventory of potential elements for the “grand bargain” package – a draft “non chair non text”. We will commission from each of the 14 countries a country reaction paper to respond to the “non chair non text”, as well as pointing out errors of omission and commission. The Langdon Hall task will be to refine the draft “non chair non text”, prepare a strategy paper on how to devise and promote the “package deal” and to outline any work needed for the Paris OECD March meeting.  In March we will further refine the package and decide on any other briefing materials and activity required for White Oak.
Any package resolved at a Leaders Meeting could endorse national actions specific to Leaders’ own countries. It could also include consideration of targets, commend various actions to specific international organizations and recommend new credible institutions. For example it could recommend an increase in nuclear power and a process to internationalize the nuclear fuel cycle. These are the types of ideas that will be considered at White Oak.
