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THE KYOTO PROTOCOL WILL COST
ALL CANADIANS, BUT MAY NOT
ACHIEVE MUCH

CANADA'S POSITION ON THE
ENVIRONMENT AFTER KYOTO

•

BY DAVID Y.J. BELL

Once upon a time, Canada was
a world leader in the field of
international environmental
policy. Much of this was due
to the work ofMaurice Strong,
who played a key role in both
the 1972 Stockholm Confer
ence and the 1992 Earth Sum
mit in Rio. Canadian Jim
MacNeill served as Secretary
General of WCED, the World
Commission on Environment
and Development. WCED'S re
port Our Common Future (also
called The Brundtland Report
in honour of WCED Chair Gro
HarlemBrundtland) was pub
lished the same year the Ozone
Treaty was signed in Montreal
in 1987, and it continues to
shape the discourse around
sustainability.

Canadians were also pio
neers of the concept of
"Round Tables", and moved in
the late 1980s to establish
these multi-stakeholder advi
sory bodies at all levels ofgov
ernment and in every prov
ince. Canada was one of the
first countries to develop a
national Green Plan, an exer
cise completed while Lucien
Bouchard was Minister of the
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Environment. This portfolio,
then considered to be one of
the most prestigious in Ot
tawa, was held by Jean Charest
at the time of the Rio Confer
ence. Canada was proud to
give its support in Rio to the
Framework Convention on
Climate Change, which called
on the industrialized countries
of the North to reduce green
house gas emissions to 1990
levels by the year 2000.

BY DANIEL SCHWANEN

The Kyoto Protocol on the
United Nations Framework
Convention on Climate
Change, reached on December
10, 1997, commits Canada to
reducing its emissions of
greenhouse gases (GHG) by six
percent below their 1990 level
by 2012, or within fifteen years.
Given that Canadian emissions
of the three principal GHGS re
sulting from human activity
carbon dioxide (co

2
), methane,

and nitrous oxide-have al
ready gone up by thirteen per-

In its first Red Book, the
Liberal Party of Canada prom
ised to work toward even
greater reductions. Red Book
2 contains a much more circum
spect discussion of the issue,
and begins by acknowledging
that Canada will fail to meet
even the Rio target. Neverthe
less, the Liberals pledged to
"redouble our efforts to stabi
lize emissions of greenhouse
gases and to develop new ap
proaches to meet targets set
through international negotia
tions." These "new ap
proaches" would feature
broad consultation and policy
innovation, including a

continued on page 2

cent since 1990, the target re
ally implies a nineteen percent
or so reduction from current
levels.

This commitment cannot be
met without enormous and
costly changes to Canada's
economic structure and to the
lifestyles of Canadians. The
reason for this is clear. While
mostGHGS, including water va
pour, occur naturally, the in
crease in the atmospheric con-

continued on page 6
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surance industry, which has
seen its world-wide disaster
losses increase from an aver
age of $IB annually in the
1960s to $50B in the 1990s in
constant dollars!

What is the role for
government(s) in the post
Kyoto setting? In at least one
crucial area, the federal gov
ernment can lead by example
by agreeing to implement
green budgeting practices that
will help "get the prices right",
remove environmentally per
verse subsidies, and encour
age environmentally sustain
able practices throughout so
ciety, particularly in the energy
sector.

Economic instruments
alone will not suffice, however.
Enlightened leaders in all sec
tors need to speak out on this
issue in fora that will allow
public debate and increase
public awareness. Climate
change affects us all. We will
all suffer if the problem is not
addressed. More importantly,
we can all contribute to the
solution. There are a number

of "win-win" strategies, and
we can work out ways of off
setting whatever "pain" may
result in some sectors by draw
ing on the "gains" in others.
But we need to be brought to
gether. Success will require a
collaborati ve approach in
volving key stakeholders from
all levels of government work
ing with business, labour, en
vironmentalists, Aboriginal
peoples, and the research
community.

Is this possible? One is re
minded of Kenneth
Bouldings' "existence theo
rem"; everything that exists is
possible. We already have be
fore us successful models. In
1994-95, under the auspices of
the Ontario Round Table on
Environment and Economy
(ORTEE), a ''Transportation Col
laborative" involving 32 key
stakeholders from the trans
portation sector hammered
out a strategy for reducing co

2

emissions that was formally
endorsed by all but two of the
participants. The elements of
the strategy reinforced the

objective of effecting a shift
from automobiles to transit, by
encouraging more compact
mixed-use development in ur
ban areas, implementing fuller
cost pricing for transportation
modes, achieving better inte
gration of transportation sys
tems in large urban areas, and
implementing transit priority
measures, while at the same
time encouraging the develop
ment of alternative fuels and
more fuel-efficient vehicles
and enhancing freight move
ment by improved intermodal
arrangements.

More important than the
substance of the strategy is
the collaborative process by
which it was developed. Sig
natories to the strategy in
cluded General Motors, the
Canadian Auto Workers, Con
sumers Gas, Union Gas, the
Sierra Club, Pollution Probe,
Canadian National, Canada
Transport International, and
many others. Despite the very
different, often sharply op
posed, perspectives and inter
ests each party brought to the

table, as a result of the col
laborative process each of
them developed a larger vision
and sufficient shared under
standing of the nature of the
problem to reach consensus
on what steps were needed to
tackle it.

Herein lies the recipe for a
broader, country-wide initia
tive as well as for similar efforts
at the provincial and locallev
els. For the first time in nearly
two decades, we are moving
into a period of budget sur
pluses that will afford govern
ments some fiscal breathing
room. One hopes it will also
encourage more positive lead
ership that will allow Canada
to move once again to the
higher ground on which we
stood so proudly a few long
years ago. .,

David VI. Bell is Director,
York Centre for Applied
Sustainability, and
Professor, Faculty of
Environmental Studies, York
University.
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centration ofGHG over the past
two hundred years has been
associated with human eco
nomic activities, which in turn
have sustained rising incomes
and standards ofliving. These
activities include the genera
tion of electricity for uses such
as residential and office heat
ing and lighting, the burning
of fuel in cars and other vehi
cles, manufacturing opera
tions, waste disposal, agricul
tural production, the cutting of
forests (considered to be car
bon "sinks" because they ab
sorb co

2
), as well as the extrac

tion and transportation offos
sil fuels themselves, such as
coal, crude petroleum, and

natural gas.
The extent to which the in

crease in these human-in
duced emissions have contrib
uted to an increase in the
earth's surface air temperature
over the past century is not
clear, since many other, natu
ral factors, are also at work.
The United Nations-spon
sored Intergovernmental
Panel on Climate Change
(IPCC) uses the language of
probabilities when discussing
this effect, and has also re
cently revised substantially
downward its estimate of cli
mate change which would oc
cur by 2100, under a scenario
whereby GHG concentration in

the atmosphere would stabi
lize at 50 per cent above cur
rent levels. Yet, uncertainty
should not mean denying the
need for preventive action,
meaning putting in place meas
ures that will ensure that the
growing energy needs can be
met while at the same time
curbing GHG emissions, to the
extent that scientific evidence
confirms this is necessary.

While realizing that this ob
jective would at a minimum in
volve major investments, some
of the changes that this would
entail could be benign, even
positive for the economy, such
as those resulting in increased
energy efficiency and applica-

tion of new, less GHG-intensive
technologies (such as, for ex
ample, various types of fuel
cells), or switching towards the
less carbon-intensive among
existing sources of energy. In
the absence of such develop
ments, however, reduced emis
sions could only be achieved
through reduced per capita
economic activity, or severely
curtailed population growth in
Canada. In short, what the
costs will be in the end, and
how they will be distributed,
depends significantly on what
specific policies are adopted
nationally and globally to re
duceGHG emissions. In light of
these choices, one would have
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expected the Kyoto negotia
tions to produce a plan to curb
emissions at the least possible
cost to the global and national
economies. But by and large,
this is not what happened.

The main reason for this
failure is that the Kyoto Proto
col completely disregards
credible evidence, endorsed
by the United Nations-spon
sored IPCC itself, that quick re
ductions in emissions are far
costlier than longer-term ones
(the longer the period, the
more time for efficiency meas
ures and technological im
provements to be brought on
stream during normal capital
stock turnover, given that in
centives to do so are put in
place). Instead, governments
in Kyoto have bought inter
pretations of the latest IPCC
report that quick, sharp cuts in
emissions were necessary to
reduce the risk of climate
change. In fact, the IPCC report
affirms no such thing, and se
rious evidence, based on the
same models used by the IPCC,
points to the opposite.

In addition, the Kyoto Pro
tocol goes only part way in en
suring that any reduction in
time occurs where it is least
costly to make. It does so by
allowing some form of trading
of emissions reduction credits
between countries that man
age to overshoot their targets,
and those that are having dif
ficulty doing so, and also by
setting up a system of credits
which rich countries (where
emissions reduction tends to
be the most expensive) could
accumulate for their contribu
tion to projects that reduce
emissions in developing coun
tries (where it often tends to be
less expensive to reduce emis
sions). However, limits will be
put on the extent to which
countries can buy emission
reductions from others in such
ways.

The Protocol is also made

far less effective by the fact
that it requires some of the
worst emitters to make an ef
fort to reduce emissions, but
not others. Specifically, the
delegates to the Kyoto con
ference lacked the will and im
agination to ensure that devel
oping countries-which will
collectively account for most
of the GHG emissions in the
21st century-bear any re
sponsibility for ensuring that
their development be less in
tensive in carbon fuels and
other GHG. It would have been
possible to devise commit
ments ensuring less GHG-in
tensive growth in these coun
tries, while maintaining intact
their legitimate objective con
tinued development relative to
rich countries (not, however,
through the setting-targets
by-country exercise, which de
veloping countries rightly
feared would hurt their econo
mies, as it will hurt that of
many rich countries).

[R}atificationofthis
Protocol shouldbe

precededby extensive
public consultations, a
Parliamentary debate,
andafree vote heId in
the House ofCommons.

There are also serious re
lated questions as to whether
the Protocol compromises the
competitiveness of industry in
Canada and of its major trade
partner, the U.S. On the sur
face, Canada has agreed to re
ductions which seem in line
with those of its major trading
partners. The U.S. will have to
cut emissions by slightly more
than Canada (about 4 per cent
more from current levels, be
cause U.S. emissions have in
creased by three percentage

points more than Canada's
since 1990, and the U.S. has
agreed to cut one per cent
more than Canada from the
1990 base year). The European
Union, however, has probably
gained an immediate competi
tive advantage in Kyoto, be
cause it is already closer to
achieving its targets through
a combination of reduced sub
sidies to coal (replaced by
natural gas in the U.K.), de
struction of inefficient indus
tries in the former Communist
countries, and slower popula
tion growth than Canada, the
U.S., or Australia. Hence, Eu
rope has already achieved
much of its target through
"easy greenery", while the lat
ter countries will undoubtedly
have to make major invest
ments-or reduce economic or
population growth-to meet
theirs.

Furthermore, given increas
ing global trade and invest
ment links, a certain amount of
"carbon leakage" will also un
doubtedly occur towards
(less energy-efficient) devel
oping or former Communist
countries; that is, some Cana
dian emissions-intensive ac
tivities may well move where
targets are more lenient (Rus
sia, the Ukraine, Australia), or
non-existent (South America,
Southeast Asia). This will hurt
Canada without making a dent
in global GHG emissions. To
prevent this, Canada could
purchase credits from Russia
and the Ukraine, but this
would reduce the anticipated
fiscal dividend in this country
and/or would result in deterio
rating external accounts for
Canada.

A full assessment of the
competitiveness will have to
await agreement (slated for
1998) on how countries will be
able to account for changes in
forestry practices (counting as
enhancing carbon "sinks" as
part of their reduction targets).

Although many "no-re
grets" (e.g., energy-efficiency)
and voluntary measures can
be achieved at a relatively Iow
cost, they are unlikely to be
sufficient to achieve the tar
gets, even if monetary incen
tives (such as tax breaks) are
attached to achieving them.
Much private and public in
vestment will likely have to be
made in research towards less
carbon-intensive energy
sources and usage, possibly
also requiring the adoption of
new standards on a large scale
(such as for vehicles and ur
ban planning, the cost of
which would again depend on
the speed with which they are
introduced). Even then, it is
unlikely that the goals of the
Protocol can be met without a
tax or fee ofsome sort on emis
sions or emissions-producing
activity.

In light of these and other
factors, most independent
analyses of the economic im
pacts of reducing GHG emis
sions have concluded that
there would be significant
costs for Canada, for other in
dustrialized nations, and in
deed developing countries,
from doing so. For the amounts
and speed of reductions en
visaged by Canada under the
Kyoto Protocol, a reasonable
estimate of the costs in terms
of lost output (and incomes) to
the domestic economy would
be two per cent ofGDP, or some
$18 billion on average for each
year between 2000 and 2015. To
put things in perspective, this
would be the equivalent of
another early 1990s-style re
cession from which the
economy would take fifteen or
so years to recover. Una
mended, the Kyoto Protocol
will lead us right into this sce
nario, without any guarantee
that the sacrifices will have

continued on page 19
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on Environmental Harmoni
zation. It contained three sub
agreements covering environ
mental assessments, the set
ting of Canada-wide stand
ards, objectives, and guide
lines in areas such as air, wa
ter and soil quality, and in
spection activities by environ
ment departments.

The ministers ofccME were
scheduled to sign the accord
in the first week in November
1997. However, concerned
about the deal, the House of
Commons Standing Commit
tee on Environment and Sus
tainable Development, chaired
by Charles Caccia, decided to
hold a lightning set of hear
ings on "Harmonization Initia
tive ofthe Canadian Council of
Ministers of the Environment"
between October 20-29, 1997 in
Ottawa. It recommended
against signing the accord.
The evidence at the Commit
tee was overwhelming in fa
vour of taking a cautious ap
proach. The concerns were
conveyed to the federal Envi
ronment Minister Christine
Stewart and to other Cabinet
members. Judiciously, Stewart
asked for the signing session
of CCME to be postponed into
the new year-<lue to prepara
tions for the Kyoto global
warming talks.

The Standing Committee
found that "the absence of
evidence supporting the over
lap and duplication rationale
for the project led many wit
nesses to surmise that support
for the project must be in
spired by other considera
tions." The Committee recom
mended that "therefore it
seems doubtful to the Commit
tee that the Accord and Sub
agreements will be successful
in achieving greater adminis
trative efficiency or cost sav
ings."

The moment for the CCME

harmonization accord has
been substantially reduced.

What appeared to be a sure
thing in 1997 appears uncer
tain for 1998, when the minis
ters will again meet on the sub
ject. In the end, many of the
good aspects of the harmoni
zation accord have already
been addressed in an ad hoc
fashion by the federal and pro
vincial governments. They
have virtually eliminated dupli
cation in the administration of
environmental law, or are in the
process of doing so. They have
worked out processes for.
streamlining their dual roles in
environmental assessment (ex
cept in extreme cases of disa
greement). The fIrst item ofbusi
ness when the ministers meet
will be to address the question
of what are the benefIcial as
pects of the harmonization ac
cord that remain? •

Gary Gallon, President of
the Canadian Institute for
Business and the
Environment (ClBE),

Montreal, worked as Senior
Policy Advisor to the
Ontario Minister of the
Environment (/985-90), and
was President of the
Canadian Environment
Industry Association,
Ontario (/993-96).
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served to significantly reduce
the risk of global warming, or
that the objectives will be
achieved at the lowest cost
possible.

Needless to say, future
governments will have to face
most of the costs of these com
mitments. In my view, they are
unlikely to feel bound by them
without the explicit backing
and approval of Canadians on
the measures required to im
plement the Protocol. Conse
quently, I reiterate my earlier
position that ratification of
this Protocol should be pre
ceded by extensive public
consultations, a Parliamentary
debate, and a free vote held in
the House of Commons. •

Daniel Schwanen is a
Senior Policy Analyst with
the C.D. Howe Institute.
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