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firms from developed countries earn creuns­
from the UN for promoting green projects in
developing countries - proved inadequate in
arresting carbon emissions even when the
world economy was doing well. Now, the in­
dustrial downturn in India and China has hit
CDM initiatives. The onus lies on the US,
which accounts for a quarter of the world's
emissions, to get carbon markets up and run­
ning. It will have to put in place its own cap­
and-trade system - in effect, submit to the
Kyoto Protocol. This can lift the demand for
carbon credits even in these times.

The US President, Mr Barack Obama, hint­
ed at such a move after being swept to power.
In view of the recession, the caps can be low to
begin with and raised gradually, so that indus­
try is prepared with a better energy mix by the
time the economy recovers. Both the EU and
US should consider whether it makes sense to
distribute credits for free in the·first place. The
glut in EUAs·has been exacerbated by the fact
that industry loses nothing by selling them.
Once emission caps along with the right in­
centives are in place, US industry could stim­
ulate the economy through green investments,
as suggested by the President. The G-20 meet
should remind Mr Obama of his promise.

~ The onus lies on
the US, which
accounts for a
quarter of the
world's
emissions, to
get carbon
markets up
and running.

hen the G-20 countries
meet in the UK next month
they are likely to focus more
on the recession that has
gripped their economies

than on the long-term issue of climate change.
They would, however, be wrong to view cli­
mate change measures as being inimical to
growth. The two can go hand in hand; it is
another matter, though, that recent develop­
ments do not bear this out. The market value of
European Union Allowances (EUAs), also
called carbon credits, has fallen from a peak of
€29 in July 2008, when oil prices were about
$140 to a barrel, to about €8 now, owing to a
decline in industrial output. EUAs are issued
by the EU countries to industries to allow
them to emit to the extent of their cap. But the
recession has left units with surplus allow­
ances, which they are selling to shore up their
finances. Those buying credits are European
utilities which are essentially securing their
future right to pollute. Russia is buying up
carbon credits to secure its future growth. At·
this rate, the war against climate change can­
not be won. The recession may lead to abate­
ment in emissions, but the problem of climate
change cannot be wished away. The challenge
is to make polluters pay, even during periods
when fossil fuel prices are low; in other words,
somehow ensure
that carbon allow­
ances are always
scarce. Only then
can carbon credits
act as a deterrent
to greenhouse gas
emissions.
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