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Preface 

Tbis volume is the final publication of a ,,Jointly Executed Research Project" 
(JERP) on questions of "Global Environmeotal Governance". It was one of 18 
sub-projects witbin tbe Network of Excelleoce: "GARNET - Global Govern
aoce, Regionalisation aod Regulation: The Role of tbe EU". The Network of 
Excelleoce was supported by tbe Europeao Union witbin Research Framework 
Progrannne 6. It was coordinated by Ricbard Higgott, University of Warwick, 
UK. A number of working confereoces aod doctora! seminars were organised 10 
coordinate tbe research activities of tbe scientists from severa! Europeao coun
tries participating in tbe JERP. Tbe subjects raoged from Europeao eovironmen
tal governaoce aod geopolitical aspects of eovironmental governaoce 10 money 
and finaoce in global environmeotal governaoce. In addition 10 a large number of 
individual publications tbe present aotbology resulted from tbe workshops aod 
scieotific discussions. At tbe same time it represents tbe further development and 
updating of a Germao publication witb the title ,,Ablasshaodel gegen Klima
wandei" (tbe selling of indulgeoces against climate chaoge), published in 2008 
by VSA Verlag in Hamburg. 

No preface is cmnplete witbout expressions ofthaoks: 10 tbe JERP partners, 
10 tbe participaots in tbe workshops aod 10 tbe autbors of tbis volume for tbeir 
constructive collaboration. Bettina Knotbe (Berlin) aod Eleni Tsingou (Warwick) 
were untiring in tbe organisation aod administration of tbe JERP. Alexaoder 
Wajnberg aod Christin Linße painstakingly edited tbe texts. Ireoe Wilson pro
vided excelleot support in tbe traoslation aod correction of a number of contribu
tions. We also wish 10 express our tbaoks 10 Richard Higgott aod bis team at tbe 
University of Warwick, without whose committneot aod cultivation of a coop
erative atmosphere GARNET, tbe Network of Excelleoce, would have never 
com.e to existence. 

Elmar Altvater and Achim Brunnengräber Berlin, May 2011 



With the Market Against Climate Catastrophe -
Can That Succeed? - Introduction 

Elmar Altvater I Achim Brunnengräber 

Tbe situation is paradoxieal. The fossil-nuclear energy model causes catastro
phes: at the end of the energy chain these are the emissions of greenhouse gases 
with their effects from the melting of the polar icecaps, the risiog of the sea level, 
the floodiog of coastal regions and the expansion of deserts, to the "unusual" 
weather events with heat waves and floodiog which cost many people their lives 
(io Russia alone accordiog to statistics of the reiosurance companies the number 
of deaths due to heat waves in 2010 was 55,000). These catastrophes iofluence 
the evolution oflife, perhaps even hamper it, and they certaioly cause considera
ble damage measured io monetary terms. The Stem-Report calculated this io 
2006. Tbe size of the losses to be expected is probably about 20 per cent of the 
global social product. 

But a1ready at the beginniog of the fossil energy chain, io the exploration 
and production of non-<:onventional oil from the deep sea or from tar sand and 
oil shale, considerable damage to the environment takes place and there are re
peated catastrophes such as the spectacular one caused by the explosion of the oil 
platform Deepwater Horlzon io the spring of 20 I 0, which caused contamination 
of the Gulf of Mexico. Less spectacular, although comparably damaging, are the 
contarnioation of lakes and rivers in the Niger delta and io the western Amazon, 
the extensive damage to the ecosystems of the Orinoko basio io Venezuela and 
the forests io Canadian Alberta. Non-<:onventioual oil is focused on when con
ventioual oil runs out. The peak of oil production ("peak oil") has been reached 
and has perhaps already been passed. Wars are beiog conducted over access to 
the reserves and influence on price formation. 

Tbe risk of catastrophes is even greater io the nuclear cycle. Although this 
has a beginning when the uranium is extracted from the earth, so rar it has no 
end, sioce there is no safe final disposal of nuclear waste. If the cycle is closed, 
then in the form of a catastrophe of immeasurable dimensions such as io Fuku
shirna io March 2011. With nuclear energy the catastrophe is progrannned as 
long as there is no place for the final disposal ofwaste for the next 100,000 years 
of human and geological history. Atomic catastrophe is ouly a matter of time, 

E. Altvater, A. Brunnengräber (Eds.), After Cancún, DOI 10.1007/978-3-531-94018-2_1, 
© VS Verlag für Sozialwissenschaften | Springer Fachmedien Wiesbaden GmbH 2011
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and !hat is wbat makes nuclear technology so dangerous. If, as statisticians em
phasise, a worst case scenario should only take place every 10,000 years per 
reactor, i.e. ouly once in a period which covers the entire history ofhuman civili
sation from the beginning of cultore in Mesopotamia to Fukushima, then with 
approximately 500 atomic reactors in the world today (hut with an increasing 
trend) we can expect a worst case scenario every two decades. That is rougbly 
the rhythm ofHarrisburg 1979, Chernobyl1986 and Fukushima 2011. 

All these possible catastrophes, and those which have already become reali
ty, point to the necessity of finding alternatives to both fossil and nuclear energy 
soon; that means the use of renewable energy sourees. Probably, !bis can only be 
successful if at the same time the systems for the conversion of energy and the 
way in which these are used in production, consumption and transport are 
adapted, i.e. changed, because the ,,harvest" of renewable energy - related to the 
energy used to produce it (measured as EROEI ~ energy retom on energy invest
ed) - is as a rule less than in the case of fossil and nuclear energy. The energy 
concentrated in the fossil and nuclear resourees of the Planet Earth allows these, 
furthermore, to be used independently of time and space, which is in stark con
trast to the external energy souree "sun", which is dependent on the time of day, 
the season and on the position on the "limited surface area" ofthe Planet Earth as 
well as on the regional sitoation. This is true in principle for all renewable ener
gies: for wind, photovoltaics, water, tides, biomass, solar heat or geothermal 
energy. 

The hardly controversial necessity of the transition to renewable energies is, 
however, weakened in the discourse. It is claimed !hat an increase in energy 
efficiency by the "factor 4" would suffice, and above all the transition to renew
able energy would not require a fundamental change in societal relationships. 
Tbe transformation of the energy regime seerns possible without touching the 
relationships ofpower or the habits ofthe fossil-nuclear epoch. Tbeoretically, the 
revision or advancement of the proven theories of the academic mainstream is 
unnecessary and the accustomed thought patterns can be spun further and social 
practices continued. 

Tbe idea therefore is widespread that energy and climate policy can make 
use of market mechauisms, especially since the projects against climate change 
and for the introduction of alternative energy schernes have promising names: 
Green New Deal, Global Green Recovery, Green Climate Fund, Green Econo
my. Green is the colour of hope, and !hat !bis has its roots in the 20th centory is 
expressed quite ciearly in the reference to the New Deal ofthe Roosevelt admin
istration in the USA ofthe 1930s. In the public debate the global environmental 
crisis and the impact of climate change on human beings has already morphed 
into a historical opportunity which should be grasped using "green" technology. 
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Growth has a future, despite the ,,limits to growth" whieh were pointed out by 
the Club of Rome in 1972. Jobs are created in the new industries of producing 
the equipment for alternative energies, a new basis of legitimation for develop
ment poliey ean be eonstrocted with elimate poliey measures and even the erisis
ridden financial markets are helped with innovative futores for oll supplies or 
with eertifieates for emission rights whieh are traded on special exehanges. Tbe 
viees of eapitalism thus do not have to be left behind in the epoeh of renewables, 
as energy and c\imate papers are maguifieently suited to speeulation. Market 
based finaneial instruments offer more than enough opportonities to make a 
profit with c\imate poliey. Tbe eoneept of reconelling c\imate poliey with the 
market appears to be so eharming and faseinating !hat it finds broad agreement 
not only in the seientifie debate. Even some of the crities of "finaneially driven 
eapitalism" ean find advantages in the idea of opening up a new dynamie field of 
investment for idle eapital. All at onee the ,Jimits to growth" ean be politieally 
overcome by reverting them into the new eoneepts of the "growth of the limits". 

New fields of aetivity are opened up for eeonomie and elimate poliey exper
iments undertaken by the old, but also by new, aetors in international elimate 
poliey. Among these are not only new international organisations but also non
governmental orgauisations (NGOs) and transnational eorpomtions. Their theo
retieal approaches are generally influeneed by neoliberalism. World market eon
ditions have been deeply ehanged by the flexibilisation of labour markets, by the 
opening ofthe markets for goods and services and last but not least by the liber
alisation of finaneial markets, the privatisation of publie goods and the far
reaehing deregniation of poliey. In Ibis eontext, the applieation of the market 
meehanism as a tool to eombat e1imate change finds many supporters arnong 
c\imate poliey actors. 

Tbe pitfalls and limits of the market meehanism in c\imate poliey are the 
subjeet oflbis book. It will be argued that the chances ofa global green recovery 
of erisis-shaken eapitalism ean only be assessed and estimated against the back
ground of the dominant neoliberal paradigm and by taking the existing funetional 
logie of the system into aceount. Tbe contributions in Ibis volume show !hat 
c\imate poliey is no longer determined only by the annnal international c\imate 
negotiations (which in recent years failed again and again), but !hat c\imate 
change and elimate proteetion have developed into a lucmtive and integral part 
of a mueh broader financial market, trade and energy poliey. 

Although elimate poliey and c\imate seienee are still young, the discourses 
eoneeming them have a\ready been realigned several times. F ollowing the 
agreement on the Uuited Nations Convention on Climate Change (UNCCC) in 
1992 at the UN Conferenee on Environment and Development (UNCED) in Rio 
de Janeiro, elimate change was treated as one ofthe most important global envi-
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ronmental problems (in addition to the threat to the diversity of species, the ex
tension of deserts and the dramatic losses offorests). Five years later at the Con
ference in Kyoto the discussion of three market-based instruments with which 
the warming of the Earth's atmosphere was to be countered was in the fore
ground. These were, firstly, trade in CO2 emission rights, secondly, ,joint im
plementation" (n), by which the reduction obligations in country A were to be 
lessened by investments to reduce emissions in country B, and thirdly the "clean 
development mechanism" (CDM), with which CO2 reductions in developing 
countries were to be credited to companies in the industrial countries, if the latter 
invested in developing countries. 

The idea of conducting c\imate policy with "market based instruments" met 
with widespread agreement from the beginning, but the doubts as to whether a 
radical reduction of CO2 emissions can be achieved with market based instru
ments are now being voiced ever more loudly. Since 2008 the financial crisis has 
clearly dernonstrated how little efficient financial markets are. Also, the imple
mentation of the market based Kyoto instruments has not been free of conflict 
and friction. On the contrary, new problems have arisen, so that the question 
whether c\imate policy can be conducted successfully with "flexible instru
ments" continues to be the subject of contruversial discussion and until now 
remains unanswered. 

It is therefore all the MOre surprising that today hope is being spread that for 
the idle capital which has been lying fallow since the global financial and eco
nomic crisis investments to the tone of several thousand million US dollars for 
combating c\imate change would be possible; the struggle against climate change 
is thus being upgraded - at least diseursively - to a comprehensive rescue pack
age in order to overcome the financial tormoil. In view of the experlences with 
Deepwater Horizon and Fukushima at the beginning of the fossil and nuclear 
energy chain, however, scepticism is also growing as to whether market instru
ments and investments in green technology or in green investment funds will be 
able to achieve the obviously urgently needed change of direction in the energy 
and c\imate regimes. 

The question from which we started, whether a Green New Deal appears re
alistic, therefore cannot be answered simply by looking at the Kyoto instruments. 
The functional logic and the structures of capita1ism as a whole must be exarn
ined. Climate change threatens us all, although to differing degrees, and it repre
sents a comprehensive crlsis of societal relations of humankind to natore. A 
reduction in the emission of greeubouse gases must be achieved very quickly, 
more quickly than is being aimed for by the climate negotiations. The extent is 
also greater than the Kyoto protocol envisages. And according to all the forecasts 
for the consumption of fossil energy it appears almost impossible to achieve the 
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target. 50% fewer CO, emissions by 2020 are neeessary if the eoneentration of 
greenbouse gases in the atmosphere is to remain below the eritieallimit of 550 
ppm But how ean that be aehieved? 

The Market: Your Friend and Helper? 

Tbere are only four possible paths. The first aims for an increase in energy effi
eieney in order to eonsume less fossil energy per unit of national product. The 
second path leads us into landscapes of earbon sinks, primarily in re-afforested 
woods and monoenltores in the global South. Tbe market based instruments are 
intended (on the first path) to sink emissions via an inerease in effieieney in the 
use ofenergy, and on the seeond path with the belp ofET, CDM and n to pro
vide for the reduetion of emitted CO,. 

On the third path the emitted CO, is separated, eaptored and stored in the 
Earth's ernst (earbon eapture and storage, CeS). It is not sure whether this meth
od is teehnieally viable. Only the fourth path leads away from the fossil energy 
regime to a world of renewable, solar energy sourees, i.e. away from the elosed 
fossil and nuclear energy systems into the open, solar energy system. In the 
c10sed system at the beginning of the energy ehain the energy sources are ex
tracted from the Earth's ernst and at the end of the energy ehain the emissions 
(greenbouse gases and atomie waste) are "disposed of' in the atmosphere or the 
pedosphere and lithosphere of the Earth. After the transition to the solar energy 
regime the remaining fossil reserves can stay in the earth: ,)eave the oil in the 
soil". Whieh path will be taken is a question ofhegemonie struggles and ofpolit
ieal decisions. These ean foresee market ineentives, or they ean be based on 
permits and prohibitions, on active state investments and the control of these, but 
also on enlightening politieal education. In the Kyoto agreement the eommitment 
is above all to the ineentive system ofthe market. 

This is paradoxieal, firstly beeause a market for CO, does not exist. CO, has 
no use-value with whieh needs eonld be satislied. On the eontrary, it is harmful; 
it therefore eannot be transformed into a tradable commodity. CO, is a bad, not a 
good, whieh one wonld wish to get rid of as qniekly as possible - if only that 
were so easy. Sinee there is no market for CO" it is impossible to regnlate its 
exchange effeetively by using rnarket meehanisms. Tbe obvious thing to do, 
therefore, wonld be to prevent CO, emissions by rneans of legal reqnirements 
and prohibitions, with threshold values and teehnieal preseriptions. 

However, it is possible to exchange pollution rights on a market whieh must 
be ereated by the state. Admittedly, the ,,making" of a market reqnires eonsider
able preeonditions. Although the atmosphere, into whieh the greenbouse gases 
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are released, is not privatised, and CO2 does not become a private asset, rights to 
the pollution ofthe atmosphere (,,allowances") are politically constructed. Tbese 
are then awarded to CO2 emitters according to anational allocation plan - gratui
tously, as in the EU to date, or for a price detenuined by auction. This will possi
bly be the case in the EU as of20l2. Tbe scarcity ofthe economic good "pollu
tion rights" is therefore determined artificially, i.e. politically, namely by the 
upper limits 10 emissions ("caps"). "Green climate capitalism" is thus only so 
charming because it is politicised through and through. Something not really 
tradable must be transformed into a tradable good. This is a political trick by 
which, however, things are given their real nature, namely to be objects tradable 
by private persons. 

Tbe producers of CO2 now have an individnal economic right to pollute the 
atmosphere. They receive a politically certified good which they can trade like 
sides ofbacon, barrels of oi!, Christrnas decorations or stocks, option certificates, 
futures and other financial instruments which are "originated" by securitisation. 
But certificate markets do not function in the same way as weekly markets at 
which people not only buy and seil but also like to stop for achat. They have a 
global reach, they are under the influence ofpower, theyare subject to hard loca
tional competition and are drswn into the intrigues on the financial markets and 
into their tendencies to crisis; they land in the financial speculators' arsenal of 
"financial weapons of mass destruction" (Warren Buffet). Price movements on 
an artificial market such as that for emission certificates are erratic and extremely 
volatile, as NeU, Semmler and Rezai show in this volume. The certificates have 
no connection to costs oflabour and capital because the prices are generated on a 
market which has no history, no morals values and no assignable costs. A market 
without history is like a rootless reed in the wind, however, and therefore the 
high volatility is not surprlsing. 

Tbe market based instruments of clirnate proteetion do look elegant, how
ever. Tbey fit into the world view of aglobaI (neo)liberal order, in which market 
ranks above planning, economies above politics and the private sector above 
public gooda and the state. Many environmentalists, globalisation critics, repre
sentatives of green and left-wing parties and the majority of environmental econ
omists have fallen fur the charm exuded by market economy solutions even 
when they fai!. Tbey are fascinated by the promised artifice of an idea: quantities 
are determined (caps) politically and then the free marke! mechanism generates 
price signals and profit incentives in such a way !hat the pursuit of individnal 
interests leads to an optimal result for everybody, for the entirety of the more 
than six billion citizens of the Earth. Tbe result of applying this intelligent mech
anism is areduction in greenhouse gas emissions by the percentage which is 



Introduction 17 

necessary from a climate policy perspective - without legal requirements, prohi
bitions and state bureaucracy, with all the freedom of the market. 

Nevertheless, a further consideration raises fundamental doubts as to the 
suitability of market economy instruments for combating c1imate change. Mar
kets are economic places where the supply of goods meets with monetary de
mand. A market economy is therefore always (per definilionem) a monetary 
economy, whether the money in circulation is termed Dollar, Euro, Peso or Kau
ri. If money becomes a commodity, then financial markets are formed. Money 
and financial assets are traded at a market price. This is interest rate. Interest 
must be paid, however, by those demanding money, by investors, to those grant
ing credit, e.g. banks. The satisfaction of interest demands is only possible, how
ever, if a real surplus, a surplus value is produced, i.e. if the economy grows. 
This only takes place if additional materials and energy are consumed and, ac
cordingly, if additional greenhouse gases are emitted. Instead of contributing to 
the reduction of greenbouse gas emissions, market instruments promote thern. 

The market economy system, and its dynamism and efficiency which are so 
praised by its neoliberal supporters, is a precondition for a market based c1imate 
policy and at the same time is supporting it. Much can be expected from market 
based instruments - but not a radical reduction of greenbouse gas emissions. The 
reduction eventoally takes place during and as a result of the crises of the market. 
Thus, if the market mechanism cannot be trusted, environmental taxes (e.g. a 
carbon lax) and legal regulations represent a better and more adequate means to 
reduce greenhouse gas emissions. In addition - on the fourth path - a socio
ecological reconstruction in the direction of a solar society must become the 
most important environmental policy objective. 

On the Contributions in this Volume 

Peter Newell and Matthew Pater.on demonstrate that the political answers to 
climate change are developed in the context of aglobaI, neoliberal capitalism, and 
ask under what conditions decarbouisation would be possible. They identify stra
tegies and debates which would already lead to tensions and contradictions with 
the present fossil capitalist system. In spite of the obvious problems and difficul
ties of these approaches certain social powers challenge capitalism and its hege
mony in the course of a socio-techno-political transformation. With reference to 
Gramsci, they theoretically assume that there now exists at least a historic bloc in 
construction which they can imagine sustaining climate change policy. Their 
argument is discussed taking the examples of the emissions trade as it is practised 
in the European Union and of the Clean Development Mechanism. Newell and 
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Paterson refer to, but do not discuss in detail, the increasing importance of the 
"financialisation ofnature", or what Marx called "fictitious capital~'. 

Simon Wolf argues that climate politics has turned into an issue of finance 
and investment, as scaling up the financial support for mitigation in developing 
couotries is said to be crucial for successfully meeting the climate chaIlenge. 
Informed by an economic uoderstanding of climate change that was primarily 
established by the Stern Review, the climate finance discourse compares abate
ment opportunities across sectors and world regions along their cost-effective
ness, and concludes that a large share of global emission reductions must happen 
in developing couotries. One consequence of this rationality is the urgency that is 
given to implernenting a financial mechaoism for reducing emissions from de
forestation and degradation (REDD). As the larger share of developing couotries 
in global emission reductions requires levels of climate finance that by far ex
ceed the resources currentiy available from the fonding mechaoisms uoder the 
UNFCCC and beyone!, a central role is ascribed to private investments. The role 
of governments, accordingly, is to incentivise private finance flows by creating 
conducive investment environments and overcoming investment barriers through 
regulation and public finance mechaoisms. 

An alternative frarning of the climate finance issue that started from politi
cal objectives rather than economic rationa!ities and constraints, Simon Wolf 
argues, would reveal that traditional forms of regulation such as standard setting 
or taxes could be used for redirecting existing financial flows rather than hecti
cally searching for new sources of fonding. This would, at the same time, not 
only address some of the root causes of climate change, hut provide governments 
with a new stream of income that could be used for policies and rneasures that 
are not deemed attractive by private investors, but are desirable from a societal 
point ofview. 

The "ecological modemisation" approach, writes Martin Bitter, is based 
on the assurnption that capital accumulation could be politicaIly regulated in a 
way that cuts pollution to an "optirnallevel". Its basic strategy is the valorisation 
and monetisation of nature, commonly known as the ,Jnternalisation of extemal 
effects". In his article, however, it is argued that nature and economy have to be 
grasped from an immanent perspective in order to uoderstand the contradictory 
character of this internalisation. Applied to the case of the European Union 
Emissions Trading Scherne (EU ETS), it is conceded that carbon is being priced 
while becoming an important factor ofproduction. However, this process implies 
contradictory effects because a) a political construction of (temporary) property 
rights is necessary which tends to perpetuate social power relations from the 
Fordist Epoch; b) the monetary expression of carbon is inherentiy arbitrary and 
prone to crisis; c) the individnalised natural commodity conceals the uoderlying 
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soeial relations that are the driving forees of climate change; d) the transfor
mation of different soeio-natural relations into the exchange value of CO, equiv
alents abstracts from important stroctural distinctions in the soeiety-nature me
tabolism. The artic1e eoneludes with the enhaneement of different time stroetures 
of (finaneial) markets, poliey making and nature, stressing their "stroetural eau
sality" (Althusser) for future investigations of earbon markets. 

In the eontribution by Edward NeU, WUU Semmler and Armon Rezai, the 
authors discuss eeonomie theories with whieh emissions trade is justified aod 
eompare them with theories preferring to eombat the global rise in temperatures 
by means oftaxation. In unison with the IPCC reports they show that the regula
tion via taxes is preferable to market based instruments. Tbe experienees of the 
European emissions trade system are presented as an argument in order to show 
empirieaUy that market based instruments are disappointing. None of the objee
tives aimed for eould be aehieved. Tbe volati1ity of the priees of eertifieates is 
extremely high, so that tbis method even tends to have a eounterproduetive effeet 
with regard to environmental poliey. 

Achim Brunnengräber diseusses the elimate poliey of the EU. He exam
ines explieitly the indissoluble eonoeetion between energy poliey and elimate 
poliey, foeusing on the energy ehain from the inputs to the outputs, the CO, 
emissions. In order to counter the politieal and eeonomie risks whieh arise from 
the dependence of the EU on energy imports, the EU wishes to start a ,,new in
dustrial revolution" to speed up low..:arbon growth, to increase its own energy 
produetion dramatieally aod to maximise eompetitiveness. Tbe expansion of 
renewable energy forms and the flexible instruments of the Kyoto protoeol, es
peeially emissions trade, are part of tbis strategieal approach. At the same time, 
however, the EU was unable to effect the strengthening of renewable energies in 
the internstional elimate negotiations nor eould it establish a strategy oriented 
towards the internal market whieh eould have prevented the fact that the Kyoto 
objeetive of the EU (-8% by 2012 eompared to 1990) will only be aehievable 
with the aid of "escape routes" (sinks, CDM). At the same time EU energy seeu
rity poliey aima to seeure the supply of oil and gas, to win new regions for tbis 
(import diversifieation) and to make investments in new and better pipelines aod 
storage. Tbis shows the strong obsession of the EU with low energy priees as a 
precondition for eeonomie growth and for the realisation of the Lisbon strategy 
of 2005. Cheap and reliable energy provision is neeessary for the realisation of 
the "Global Europe"- eoncept, of2007, namely to morph into the most eompeti
tive and dynamie eeonomie area in the world. 

Elmar Altvater argues that the energy ehain is doubly determined, from the 
extraction of the reserves of fossil fuels to the emissions eaused by their eombus
tion in order to gain useful working energy. We are dealing with material and 


