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 I decided to write this book approximately 25 years after getting involved 
in the climate change issue. In the early days, my interest in the issue was 
based on its multiple dimensions. Th e many characteristics that distin-
guished climate change from any other environmental and energy issue 
also increased the challenge of solving it. Impacts of such a change would 
aff ect all countries in the world, the rich and the poor alike, and the 
greenhouse gas (GHG) emissions that contributed to climate change were 
intrinsic to nearly every aspect of the economic activity. And sources of 
energy which powered the global economy were created predominantly 
by fossil fuels that emitted large quantities of carbon dioxide (CO 2 ), the 
dominant GHG. 

 I was also intrigued by the temporal dimensions of climate change and 
the characteristics of GHG emissions. Th e climate system was aff ected 
by cumulative GHG emissions over decades, measured in concentrations 
that remained in the atmosphere for long periods of time and not annual 
emissions. Achieving a specifi ed concentration ceiling to reduce the risks 
and impacts of climate change required limiting GHG emissions to a 
fi xed amount during the century. Strategies and policies needed to be 
put in to place to reduce GHG emissions throughout the twenty-fi rst 
century, with a goal toward decarbonizing the energy system. 

 Because of these dynamics, domestic and international policy-mak-
ers would not be able to solve climate change by passing one piece of 

  Author’s  Preface   
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 legislation or agreeing to a treaty. Instead, the entire economic system 
and the vast fossil fuel energy infrastructure that drove it, valued in terms 
of trillions of dollars, would need to be remade into a clean modern net-
work that emitted little or no GHGs, and particularly CO 2 . Th is would 
be an enormous, complicated, and expensive undertaking. 

 Th e US was at the center of the issue. It was the largest economy and 
emitter of GHGs in the world. Th e power system, its largest emitting 
sector, was dominated by coal, the most carbon-intensive fuel, and one 
with hundreds of years of reserves in the ground. And the transportation 
sector was almost entirely dependent on oil, the second most carbon-
intensive fuel. So, it seemed apparent to me that the US political system 
would organize itself to reduce GHG emissions at home and play a lead 
role in the international community’s eff orts to develop a global response. 
Policy-makers started to put building blocks in place to do so. One of 
the last, if not the last, amendment debated on the fl oor of the House 
of Representatives on the Clean Air Act Amendments of 1990 was the 
requirement for electric utilities to report their CO 2  emissions. It was 
adopted, but not before it created a fi restorm of opposition. Following 
that, a provision was included in the Energy Policy Act of 1992 that estab-
lished a system allowing companies to report actions taken to reduce their 
GHG emissions. At the global level, the world also adopted the United 
Nations Framework Convention on Climate Change (UNFCCC), and 
while modest, it appeared to be a framework the international commu-
nity could build on. 

 After coming into offi  ce, the Clinton Administration, in which I 
served as the Chief of Staff  of the Department of Energy (DOE), quickly 
proposed an energy tax and committed to reduce US GHG emissions. It 
also played a lead role in the negotiations that culminated in the Kyoto 
Protocol (KP), the fi rst agreement committing industrial nations to limit 
their GHG emissions and which created a market designed to stimulate 
investment in activities to do so. None of this ended well in the US. Th e 
tax proposed by President Clinton was soundly defeated and the US 
Senate never voted on ratifi cation of the KP, its seeds of defeat having 
been sown years earlier. And the debate in the US over climate change 
during this time was dominated by disagreement as to whether a problem 
even existed, not over solutions to address its causes. 
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 Th e Clinton Administration was replaced by the Administration of 
George W. Bush. It quickly stated its opposition to the KP and put the 
world on notice that the US had little to no intent of reducing its GHG 
emissions. Th is rallied the world to take the actions necessary for the 
KP to take eff ect and to use the markets as the primary mechanism to 
reduce global GHG emissions. In 2000, recognizing that there would 
be no domestic climate change response for many years, I departed the 
policy world to gain experience with the markets. I ended up as the Chief 
Operating Offi  cer (COO) of Natsource, a company which became the 
largest buyer of carbon credits in the world through 2007. By the election 
of 2008, with GHG emissions growing in the US as well as globally, it 
was known that the KP was unworkable, because it covered only a sliver 
of global emissions, and that a new approach was needed. Th e markets 
created by the KP and other policies were in tatters; their performance 
was adversely aff ected by market design, market administration, and the 
severe economic downturn. 

 It was at this point that Barack Obama became the president of 
the US. He had committed to reduce GHG emissions at home and 
to restore US leadership in the international climate change negotia-
tions. Unfortunately, his support of legislation to create an economy- 
wide national cap-and-trade system to control GHG emissions and to 
remake the nation’s energy system failed in 2010, requiring an entirely 
new approach at home. During the same period, the international com-
munity was engaged in eff orts to develop a successor to the KP. As I write 
this, the US has established goals for reducing its GHG emissions and 
fi nally put policies in place in an attempt to achieve them. And nearly 
200 countries around the world agreed to a successor treaty to the KP in 
December of 2015 to reduce GHG emissions which had grown by 40 % 
from its 1990 base year to the end of its emissions reduction period in 
2012. Both these eff orts are in their nascent stages, and it is too early to 
determine whether they will succeed. Th e bottom line is that signifi cant 
reductions in global GHG emissions, by 40 to 70 % by 2050 and to vir-
tually net zero by 2100, are necessary to achieve long-term climate policy 
objectives. 

 About 25 years ago, I would have bet that by now the US and the 
world would have fashioned the necessary policies to address climate 
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change, particularly as so much was learned about its causes and conse-
quences. I wrote this book with one goal in mind: to use my government 
and business experience to contribute to the ongoing eff orts to create 
an enduring, eff ective response to global climate change. I attempt to 
do this by describing the policies proposed and adopted during the last 
25 years, and assessing their performance. I use the lessons drawn from 
this exercise to recommend criteria to guide future policy-making eff orts 
and policies that can slow GHG emissions. I hope you enjoy the book 
and I do welcome any feedback you may have.  

  Washington, DC, US     Richard     H.     Rosenzweig    
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 Concerns about the potential environmental, social, and economic 
impacts of climate change have led to a major international debate over 
what could and should be done to reduce emissions of greenhouse gases 
(GHGs). Th ere is still a scientifi c debate over the likely scale of the sever-
ity of climate change, and the complex interactions between human 
activities and climate systems, but, global average temperatures have risen 
and the cause is almost certainly the observed build up of atmospheric 
GHGs. 

 Whatever we now do, there will have to be a lot of social and economic 
adaptation to climate change—preparing for increased fl ooding and other 
climate-related problems. However, the more fundamental response is 
to try to reduce or avoid the human activities that are causing climate 
change. Th at means, primarily, trying to reduce or eliminate emission of 
GHGs from the combustion of fossil fuels. Given that around 80 % of 
the energy used in the world at present comes from these sources, this 
will be a major technological, economic, and political undertaking. It 
will involve reducing demand for energy (via lifestyle choice changes—
and policies enabling such choices to be made), producing and using 
whatever energy we still need more effi  ciently (getting more from less), 
and supplying the reduced amount of energy from non-fossil sources 
(basically switching over to renewables and/or nuclear power). 

  Series Edito r’s Preface   
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 Each of these options opens up a range of social, economic, and 
environmental issues. Industrial society and modern consumer cul-
tures have been based on the ever-expanding use of fossil fuels, so the 
changes required will inevitably be challenging. Perhaps equally inevi-
table are disagreements and confl icts over the merits and demerits of 
the various options and in relation to strategies and policies for pursu-
ing them. Th ese confl icts and associated debates sometimes concern 
technical issues, but there are usually also underlying political and 
ideological commitments and agendas which shape, or at least color, 
the ostensibly technical debates. In particular, at times, technical asser-
tions can be used to buttress specifi c policy frameworks in ways which 
subsequently prove to be fl awed. 

 Th e aim of this series is to provide texts which lay out the techni-
cal, environmental, and political issues relating to the various proposed 
policies for responding to climate change. Th e focus is not primarily on 
the science of climate change, or on the technological detail, although 
there will be accounts of the state of the art, to aid assessment of the 
viability of the various options. However, the main focus is the pol-
icy confl icts over which strategy to pursue. Th e series adopts a critical 
approach and attempts to identify fl aws in emerging policies, proposi-
tions, and assertions. 

 Th e present text certainly looks at an area where there is no shortage 
of disagreements about policies—the attempt to develop carbon trad-
ing systems and carbon markets as a response to climate change. Th e 
author was involved with US policy formation and practice in this area 
and brings an insider’s view to the debate on how to proceed in future. 
Carbon trading is seen by some as a market mechanism which ought 
to appeal to those on the political right, but it is also inevitably seen as 
a device for reducing fossil fuel use, and thus as suspect for those who 
do not believe that climate change is man-made. Th e polarization of 
views seem very strong in the US, the main focus of this book, less so 
in the EU, but, overall, real or contrived uncertainties about climate 
issues are making it hard to adopt the radical positions that some feel 
are needed to limit climate impacts. Th e approaches that have been 
adopted so far have clearly not been very successful: despite the KP and 
the attempt to use carbon markets to stimulate change, emissions have 
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in general continued to rise. Given this situation, this book argues that 
it may be wise, or at least necessary, to adopt less ambitious approaches 
and more modest, targeted policies. Th at, it claims, may be more suc-
cessful, and in terms of fi ghting climate change, policy successes are 
urgently needed. 

 David Elliott  
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    1   
 Introduction                     

             The Rationale for this Book 

 Th is book is an outgrowth of my attempt, over 25 years in senior posi-
tions in government and business, to create and use environmental mar-
kets to reduce emissions of conventional air pollutants and GHGs that 
cause climate change. My goal is to draw on this experience to contribute 
to the continuing eff orts to develop eff ective, enduring responses to the 
critical issue of global climate change. I attempt to do this by describing 
the key policies, analyzing their results, and using these lessons to propose 
a path forward. A brief word on what the book is not. It is not meant 
to be an exhaustive review of every climate decision and policy from the 
last 25 years or to focus on issues such as adaptation. Others are better 
equipped to do that. 

 Th ose who have dedicated their careers to creating policy responses to 
climate change and participating in the markets understand how chal-
lenging the eff ort has been. Th ere have been many successes and failures. 
However, given the increases in both emissions and concentrations of 
GHGs in the atmosphere and the resultant impacts and climate-related 



risks, 1  it is fair to say that in the fi rst generation of climate change policy- 
making, which I generally refer to as ‘climate change 1.0’, failures out-
weigh successes. Climate change 1.0 ended with the defeat of GHG 
cap-and-trade legislation in the US and generally with the initiation of 
negotiations for a successor treaty to the KP 2  at the international level. 

 Th e new era of policy-making, ‘climate change 2.0’, overlapped with 
1.0 in 2009 with the advent of President Obama’s policies including 
the fi rst proposed regulation in the US designed to reduce GHG emis-
sions from the transportation sector 3  and the attempt to negotiate a 
new international treaty 4  at the international level. It was expedited in 
2013 in the US with the release of President Obama’s Climate Action 
Plan 5  and internationally with an agreement reached at the Conference 
of the Parties (COP) 17 6  meeting to conclude a successor agreement to 
the KP in 2015. My references to international-level policy throughout 
the book are to the United Nations Framework Convention on Climate 
Change (UNFCCC), 7  the KP 8  and its market-based mechanisms, the 
recently concluded Paris Agreement 9  and many of the key decisions 
taken in the negotiations conducted under the authority of the United 
Nations. 

 My thesis is simple. Th e primary policy responses in climate change 
1.0 failed because they were overly ambitious, complex, infl exible, and, in 

1   Synthesis Report Summary for Policymakers, IPCC, 2014: Climate Change 2014: Synthesis 
Report. Contribution of Working Groups I, II, and III to the Fifth Assessment Report of the 
Intergovernmental Panel on Climate Change (Core Writing Team, R.K. Pachauri and L.A. Meyer 
[eds.]). IPCC, Geneva, Switzerland, 151 P. 
2   Kyoto Protocol to the United Nations Framework Convention on Climate Change . United Nations. 
1998. 
3   Th is is a reference to a proposed regulation which imposed the fi rst GHG standards on light duty 
vehicles in the US. 
4   Report of the Conference of the Parties on its fi fteenth session, held in Copenhagen from 7 to 19 
December 2009 . United Nations. 2009. 
5   Executive Offi  ce of the President.  Th e President’s Climate Action Plan.  Th e White House. 2013. 
6   Report of the Conference of the Parties on its seventeenth session, held in Durban from 28 November to 
11 December 2011, Establishment of an  Ad Hoc  Working Group on the Durban Platform for Enhanced 
Action . Decision 1/CP.17. United Nations. 2012. 
7   United Nations.  United Nations Framework Convention on Climate Change.  1992. 
8   Kyoto Protocol.  1998. 
9   Th e Paris Agreement to the United Nations Framework Convention on Climate Change.  United 
Nations. 2015. 
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part, top-down in nature. Th is is particularly the case given that these were 
the fi rst attempts to address climate change, which is a century scale issue. 
In addition, the KP and its mechanisms were administered by the UN 
bureaucracy as overseen by nearly 200 countries. Decision-making in this 
process is cumbersome at best, making it extremely diffi  cult to learn and 
adapt to new information. Th is is critical to successfully addressing any 
public policy issue and climate change in particular, because of its mul-
tiple dimensions and continually increased understanding of its causes. 

 Much has been learned from these missteps. Th e failures in 1.0 have 
signifi cantly infl uenced emerging policy-making in 2.0. For the most 
part, the new eff orts underway in the US to achieve GHG emission 
reduction targets are more bottom-up and targeted in nature and consist 
of less ambitious measures 10  than a broad-based tax or an economy-wide 
cap-and-trade program as proposed in 1.0. 11  Similarly, the international 
agreement recently concluded in Paris 12  at the twenty-fi rst COP is in 
total contrast to the KP. Th e approach to reducing GHG emissions to 
achieve climate policy objectives is bottom-up in nature, fl exible and sup-
ported by top-down elements. Hopefully, it will work better in slowing 
global GHG emissions. 

 Although US and international climate change policies in 2.0 will not 
be as ambitious as the ones that were considered and adopted in 1.0, they 
will likely be more successful. Th e book reviews the policies proposed in 
the US and adopted at the international level in 1.0, assesses why they 
failed, and describes how they infl uenced ongoing policy development. It 
reviews emerging trends in the new era of policy-making and propose a 
series of ‘modest’, targeted policies that I believe can be eff ective in reduc-
ing GHG emissions and controlling costs. Success is essential to build-
ing public confi dence and creating the political conditions necessary to 
develop more ambitious actions that will be required in the future, some-
thing that is imperative in today’s fractured and often dysfunctional politi-
cal environment. To borrow an analogy from baseball, it is time to play a 

10   Th e US strategy, and the policies which comprise it will be described in later chapters of the book. 
11   Th e policies most identifi ed with climate change 1.0 in the US are the BTU tax proposed by 
President Bill Clinton in 1993 and the American Clean Energy and Security Act which passed the 
House of Representative in 2009 and died in the US Senate. Th ese initiatives will be described in 
subsequent chapters. 
12   Th e Paris Agreement . 2015. 
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small ball. Policy-makers should attempt to hit a lot of singles and doubles 
in trying to achieve large-scale reductions in GHG emissions. Singles and 
doubles, in this context, modest initiatives, put a lot of runs on the board. 
We need to avoid the temptation to swing for the fences and hit home 
runs in 2.0. Th e overreach in 1.0 was a primary cause of its failure. 

 A review of the fi rst generation of climate change policy and recom-
mendations for 2.0 would be incomplete without a sober assessment of 
the performance of the carbon markets that were the cornerstone in 1.0. 
With great fanfare, the KP attempted to create a single, integrated global 
market to assist developed countries achieve GHG emissions reduc-
tion obligations at the lowest cost. Similarly, the EU Emissions Trading 
Scheme 13  (EU ETS) was the primary element of its strategy to comply 
with its KP targets and was linked to the Kyoto market. It remains a 
cornerstone of EU climate policy to achieve long-term GHG emission 
reduction targets. Th e US failed in its attempt to create a carbon market 
by developing an economy-wide GHG cap-and-trade system in the fi rst 
few years of the Obama Administration. 

 Th e carbon markets were and continue to be a signifi cant source of 
controversy. In my view, advocates oversell markets’ potential benefi ts 
while detractors minimize them. I have not found many dispassionate 
reviews of their actual performance. Th erefore, one of the book’s primary 
emphases is to undertake and provide such a review of the performance 
of the KP markets, with an emphasis of the CDM 14  and the EU ETS. A 
clear look at their shortcomings and successes, and the reasons for such, 
is essential to understand what carbon markets can realistically deliver in 
the future. Th is is critical, given that approximately 60 trading systems 
or taxes have already been implemented or are under development at the 
national and subnational levels and a new mechanism was  incorporated 
in the Paris Agreement. 15  ,  16  As such, markets will continue to be a promi-
nent component of the climate policy portfolio in 2.0. 

13   European Commission.  Th e EU Emissions Trading Scheme.  European Commission. doi: 
 10.2834/55480 . 2013. 
14   Kyoto Protocol. Article 12.  1998. 
15   Kossoy, A., G. Peszko, K. Oppermann, N. Prytz, N. Klein, K. Blok,  State and Trends of Carbon 
Pricing  2015 (September), by World Bank, Washington, DC. 
16   Th e Paris Agreement. Article 6.  2015. 
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 I was a strong believer that carbon markets provided the best hope of 
achieving climate policy objectives at the lowest cost. My support was 
based primarily on my experience with the US acid rain trading program 
(the world’s fi rst large-scale market created to solve an environmental 
problem) included in the Clean Air Act Amendments (CAAA) of 1990. 
However, it was strengthened by the characteristics of GHG emissions 
and economics. First, the nature of climate change is such that reduc-
tions achieved anywhere in the world would benefi t the global climate 
equally. And second, the large disparities in reduction costs around the 
globe provided powerful cost-saving opportunities for trade. Designed 
correctly, carbon markets could help drive down the cost of achieving 
GHG emission reductions, provide incentives for additional reductions, 
and stimulate innovation. In the US, markets also provide the possibility 
of moving past the contentious and inevitable debate over the use of taxes 
to address climate change as they had with acid rain. 

 After stubbornly denying it for many years, I reluctantly concluded 
that the initial vision of carbon markets playing the central role in GHG 
emissions mitigation and mobilizing large volumes of capital necessary 
to combat climate change would not become a reality. Th is was a dif-
fi cult conclusion for me to reach. Markets will continue to a play an 
important role in the eff ort to address climate change; however, other 
approaches will also play signifi cant roles. Policy-makers and aff ected 
parties need to move past the contentious debates of trade versus taxes 
versus regulation. Th ey all have a role to play and we need all of them. 
Each nation should implement policies based on their circumstances and 
policy-making traditions. 

 My conclusions regarding the role that markets have played in 1.0 and 
their best use in 2.0 result from my experiences in government as the 
Chief of Staff  at the US DOE from 1993 to 1996 and in the private  sector 
as the Managing Director and COO from 2000 to 2013 of Natsource, a 
leading company in the formative years of the carbon markets. 

 At DOE, I participated in the development of the fi rst project-based 
market mechanism designed to reduce GHG emissions. Th e mechanism, 
the United States Initiative on Joint Implementation (USIJI), was a pilot 
program included in the fi rst US climate change action plan (CCAP) 
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developed in 1993. 17  It was an outgrowth of the Joint Implementation 
(JI) concept that was included in the UNFCCC. 18  USIJI, along with 
other pilot programs including activities implemented jointly (AIJ), 19  
which was created by the international community, were the forerunners 
of the CDM, included as Article 12 in the KP, which became an impor-
tant and controversial component of the global carbon market. Th e USIJI 
was included in the CCAP in recognition of the global opportunities to 
reduce GHG emissions where they were the cheapest and for fi rms to gain 
experience investing in emission reduction projects outside of the US. It 
would be the fi rst step in attempting to determine if such programs could 
work and in motivating the private sector to operationalize such mecha-
nisms. Following my departure from government, and prior to joining 
Natsource, I worked with several large utilities and energy companies 
during the Kyoto negotiations and to formulate response strategies once 
it had been agreed. 

 In recognition of the Bush Administration’s decision to avoid the issue 
of climate change, I departed the familiar policy world to gain commer-
cial experience and with environmental markets. I joined Natsource in 
2000 to create a research business to work with the private sector on 
climate change. I became the COO in 2005—the year the KP took eff ect 
and when the company launched the world’s largest private sector carbon 
fund. According to an independent research, Natsource was the largest 
buyer of contracted carbon credits created by the KP mechanisms on 
behalf of its investors through 2007 on a risk-adjusted basis. 20  Th e com-
pany closed in 2014. 

 My hope for the carbon markets in climate change 1.0 was not real-
ized for many reasons. Among the most important are the artifi cial 
nature of environmental markets and that the people who design them 

17   Clinton, President W.J., Vice President A. Gore Jr.  Th e Climate Change Action Plan . Executive 
Offi  ce of the President. 1993. PP. 26–27. 
18   UNFCCC . Article 4.2. (a). 1992. 
19   Report Of Th e Conference Of Th e Parties On Its First Session, Held At Berlin From 28 March To 7 
April 1995 ,  Activities implemented jointly under the pilot phase . Decision 5/CP.1. United Nations. 
1995. 
20   Rosenzweig, R. Natsource Recognized as World’s Largest Purchaser of Carbon Credits by Leading 
Investor Research Firm .   (Press Release) 6 March 2008. 
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frequently lack commercial and fi nancial expertise. Unlike natural mar-
kets, no fi rm would require a GHG emissions off set or permit/allow-
ance unless Government required them to comply with an emissions 
limitation. Governments establish the supplies of compliance instru-
ments in these markets and attempt to set demand, although other 
dynamics intervene in these eff orts, particularly on the demand-side. 
Th is leads to design elements that adversely aff ect the markets’ perfor-
mance. Th ese issues will be described in Chaps.   3     and   4     assessing the 
CDM and the EU ETS. 

 In addition, the EU ETS and the Kyoto mechanisms share a char-
acteristic, which is common to top-down systems, that greatly aff ected 
their performance in 1.0. Th is is the inability of governments to 
respond to and learn from external events and adapt to new informa-
tion in a timely fashion. For example, the economic recession, which 
took hold in 2008, and the energy policies in place at the EU level, 
which operated alongside the EU ETS, contributed to a massive sup-
ply and demand imbalance beginning in 2009 that continues today. 
And although the market enjoyed some successes, the EUs inability to 
respond contributed to the market’s uneven performance and volatility 
since their inception. 

 Th e issues regarding the artifi cial nature of the market, program design, 
and external dynamics will continue to impact market performance at 
the international level. And although the US never adopted a national 
carbon market, and will not for the foreseeable future, the attempt to 
pass legislation that would have created a market for GHG emissions 
following the election of President Obama was a failure by any measure. 
Its demise was caused by several substantive and political reasons that 
will be the subject of discussion in Chap.   5    . I am confi dent that the 
market would not have worked as intended. Th ese conclusions regarding 
carbon markets are what I reluctantly took away from Climate Change 
1.0. Supporters of the KP model believed it would provide Parties with 
an incentive to develop domestic cap-and-trade systems that would link 
to the global market. Many believed that this approach provided the best 
hope to achieve climate policy objectives at the lowest cost. It did not 
work out as they had hoped. 
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 Carbon markets have an important role to play in the policy port-
folio in climate change 2.0 at the national and subnational levels—but 
they are not ‘the’ answer as many had thought. Taxes and regulation 
will also play prominent roles in future climate change policy-making. 
Th e argument as to which is the best approach needs to stop. Th e reality 
of the 60 diverse, bottom-up programs in existence and under devel-
opment is quite diff erent from the KP’s top-down approach to creat-
ing a global market. With the exception of the EU ETS and China’s 
eff ort to create a carbon market, they are less ambitious. However, 
their performance will continue to be aff ected by the dynamics cited 
above. For example, the EU ETS operates alongside many other energy 
policies and measures, many of them regulatory in nature, designed 
to achieve ambitious goals for renewable energy 21  and energy effi  cien-
cy. 22  Similarly, California’s cap-and-trade program operates alongside 
many other measures called complementary policies (CPs). 23  Other 
jurisdictions are using similar policy models in their response to cli-
mate change. Th ese programs often compete with the market’s primary 
objective of achieving GHG reductions at the lowest cost. Th e interac-
tion between the market-based systems and regulatory approaches in 
the emerging era of policy-making will have a signifi cant impact on 
the magnitude of GHG reductions that are achieved and their costs. 
To inform future policy-making eff orts, more research is required to 
gain a greater understanding of the interactions between these policy 
approaches. 

 Because of continuing interest in using market-based approaches 
to achieve climate policy objectives, the book will briefl y describe the 
 evolution of these approaches and provide recommendations regarding 
their future role in the policy portfolio. My experience in government 

21   Directive 2009/28/EC of the European Parliament and of the Council of 23 April 2009 on the 
promotion of the use of energy from renewable sources and amending and subsequently repealing 
Directives 2001/77/EC and 2003/30/EC. Brussels, European Parliament, and Council. 
22   Directive 2012/27/EU of the European Parliament and of the Council of 25 October 2012 on 
energy effi  ciency, amending Directives 2009/125/EC and 2010/30/EU and repealing Directives 
2004/8/EC and 2006/32/EC. Brussels, European Parliament, and Council. 
23   California Air Resources Board.  Climate Change Scoping Plan, A Framework for Change Pursuant 
to AB 32 ,  Th e Global Warming Solutions Act.  2008. 
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and participation in the market provides practical insight into these 
important issues.  

    Overview 

 Th is book is organized around two generations of climate change policy 
that are primarily distinguished by diff erences in their approaches and 
ambition. 

 Chapters   2    ,   3    ,   4     and   5     focus on what I refer to as climate change 
1.0. Collectively, this is a reference to domestic and international poli-
cies and carbon markets from 1993 through 2012. To learn from these 
experiences, the main emphasis is on the reasons for the US’s failure to 
adopt important climate change policies including the tax on the British 
Th ermal Unit (BTU) content of energy and GHG cap-and- trade legisla-
tion. At the international level, the emphasis is on the major policies and 
markets including the EU ETS, the CDM, and the KP. 

 Managing a company at the dawn of the carbon markets was a 
great personal and professional challenge; it was both exhilarating and 
exhausting. In an attempt to make the markets less abstract for the 
reader and show fi rsthand how they operate, Chaps.   3     and   4     describe 
Natsource’s business strategy to participate in the markets, some of the 
cutting-edge transactions the company participated in, and the forces 
that contributed to the closing of the company. I am hopeful that these 
real-world examples will be entertaining, but most importantly illustrate 
the interaction between policies and markets and how companies par-
ticipate in them. 

 Chapter   6     describes the emergence of policies that are defi ning cli-
mate change 2.0 in the US and at the international level. Collectively, 
this is a group of more targeted bottom-up policies that emerged while 
the fi rst generation was drawing to a close. Th ey include President 
Obama’s Climate Change Action Plan and the Paris agreement. 
Chapter   7     provides recommendations for future policy in the US and 
internationally.    
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    2   
 Climate Change Policies of the Clinton 

Administration                     

             Domestic Policy 

 Th e environmental community was excited for the Clinton Administration 
to take offi  ce following 12 years of Republican administrations it viewed 
as hostile to the environment. President George H.W. Bush had advo-
cated for and signed the CAAA of 1990 into law and his administra-
tion had negotiated the UNFCCC, the international community’s fi rst 
attempt to develop an international framework to address the issue of cli-
mate change. It included the non-binding aim of returning GHG emis-
sions to 1990 levels. 1  However, the environmental community did not 
believe that the voluntary emissions reduction goals included in the con-
vention were up to the task. After 12 years in the wilderness, it was look-
ing forward to working with the new Administration and Democratic 
majorities in both houses of Congress to advance its agenda, and one 
of its primary emphases was on climate change. During the campaign, 
candidate Clinton had pledged to ‘limit US carbon dioxide emissions 

1   United Nations.  United Nations Framework Convention on Climate Change.  Article 4 2. (b). 1992. 


