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correlation between the stringency of emission reduction commitments taken by industrialized
countries and the amount of action that takes place in developing countries. If industrialized
countries agree to steep domestic reductions, combined with a crediting mechanism described
above, there will be a strong incentive for emission reduction activities in developing
countries.

For the E.U., the targets agreed to through the Kyoto Protocol represent a start in this regard.
However, the overall market for emission reductions created by Kyoto is currently hampered
by insufficient demand (due largely to the withdrawal of the United States, the largest
prospective buyer, and possible surplus supply from Russia). For the U.S., a domestic
emission limitation target (along with a market crediting mechanism) could be created even in
the absence of joining Kyoto. Thus, either in the context of Kyoto (as with the E.U.) or apart
from Kyoto (as with the U.S., at least currently), the industrialized countries can actually
promote climate-friendly activities all over the world by committing to do more at home.

This is a potentially powerful dynamic, and perhaps one of the keys to building a successful
global strategy to protect the climate. This kind of strategy reduces costs by harnessing market
forces, allows private actors to participate, and potentially spurs investment. In the future, the
transatlantic partners should consider a strategy of expanding such a crediting mechanism for
emission reductions in developing countries.”” Such a mechanism could go beyond the
“project-based” scope of the CDM. There are at least two additional reasons to expand the
CDM.

First, it is unlikely that a project-by-project approach is sufficient to induce the larger
transformative shifts needed to genuinely change emission trajectories in developing
countries, particularly in the energy sector. This could be remedied if the scope of the CDM
were expanded to encompass entire sectors (such as cement or power production) or
geographic regions (such as a municipality). Consortiums of the host government (local
and/or national), private actors, development banks, and other stakeholders might come
together to forge large, transformative strategies particularly in advanced developing
countries. Such initiatives might include large scale shifts from coal to gas infrastructure in
the power or transport sectors, or renewable energy initiatives that might lower some
countries’ heavy dependence on energy imports.

Second, while improving the cost-effectiveness of the regime, such larger-scale initiatives
might also help promote durable and broad-based sustainable development benefits in host
countries. A main purpose of the CDM is to help developing countries “achieve sustainable
development”. However, sustainable development will not be “achieved” on a project-by-
project basis. Rather, this will require that countries develop national and sectoral sustainable
development strategies. Credit purchases by industrialized countries can help promote such
strategies that are consistent with reducing or limiting greenhouse gas emissions growth.

Conclusions

Over the past few decades, developing countries have undertaken significant measures to
reduce their emission growth. These measures have been undertaken in a variety of sectors,
including transport and power generation. Nevertheless, if developing countries are going to
be successful in their efforts do eradicate poverty and develop their economies, greenhouse
gas emissions will need to rise, at least in the short to medium term. How to minimize
greenhouse gas growth, while promoting development is a central challenge for the 21*
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century, and one that the transatlantic partners should seek to address. While some propose to
address this challenge by imposing emission reduction ‘“commitments” on developing
countries, there are indeed other viable and more promising strategies. These include
technology spill-over and transfers, greening of conventional financial flows, and emission
reduction purchases by industrialized countries. These strategies, as well as others, are
eminently achievable, particularly if facilitated through transatlantic collaboration and
leadership.
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