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CEG is a U.S.-based, NGO that works in the U.S. & internationally on
climate and clean energy:

Advising European Agencies
Distributed Innovation
C|imate Technology Policies Innovation in Finance, Technology & Policy
New Energy Finance Vehicles www.cleanegroup.org
Post-2012 Climate Framework

CESA is a multi-state coalition of 18 clean energy U.S. state funds,
managed by CEG, that promotes clean energy technologies through:
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GLCA Framework’s four-pronged strategy: mitigation,
adaptation, technology, and finance

For technology, GLCA recommends an international ¢
Consultative Group on Clean Energy Research gl
(CGCER) for post-2012

The consultative group will have value IF it is
structured—as in other fields—not as “big science” but
rather as a decentralized, distributed innovation
system, such as the Generation Challenge Programme
under CGIAR, now supported by major donors

So we recommend a more expansive Consultative
Group on Climate Innovation (CGCIl)—a global
“distributed” and decentralized structure for climate
technology innovation that follows how global
institutions and foundations now address other “public
goods” challenges such as agriculture and HIV
vaccines
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A Complementary Technology Track in
Post-2012 Climate Framework: CGCI

Beyond Cap and Trade: Limits of Pricing
Strategies

Need for Scale-Up and Breakthrough for
Technology Innovation

Beyond Voluntary Technology
Agreements: New Policies

Distributed Innovation: Promise for
Commercialization in Climate?

Finance and Commercialization: New
Tools and Strategies

A New Consultative Group on Climate
Innovation (CGCI): Four Steps from Bali to
Implementation
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Because of those
committed levels
and future
emissions, trying to
reach the 450 parts
per million (ppm)
level will mean
deep cuts in net
emissions very
soon.

The next two to
three decades are
the critical
threshold time
during which
emissions above
that level must be
reduced with strong
remedial action.

Source: Meinshausen, Swiss Federal Institute of Technology
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To achieve stabilized levels, we would need to create twice as much
net “carbon-free” energy within five decades as ALL energy
consumed today throughout the world.

25+

20+

15+

Terawatts

10+

0- Hoffert, M., Caldeira, K., et al, “Energy implications
Carbon free energy needed by 2050 Current global energy burn rate of future stabilization of atmospheric COZ content,”
to meet 450 PPM Nature, Vol. 395, October 1998 at page 881.
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Cap and trade price incentives alone will not call
forth essential game changing technology
iInnovation: theory and experience demonstrate it

Technology-targeted policies are required to support
the development of a range of low-carbon and
high-efficiency technologies on an urgent time scale
(Stern Review: The Economics of Climate Change,
Executive Summary at Xix)

The optimal climate approach is to integrate
complementary technology innovation strategies
with emission caps

Innovation can reduce the future costs of expensive
“breakthrough” technologies, making future, tougher
emissions caps easier to impose
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A new complementary track, in addition to cap and
trade, is needed to accelerate production
commercialization and innovation on a massive scale:

1. Technology policies, agreements, and other mandat  ory
approaches that complement cap and trade,

commercialize new technologies, and include but go far
beyond voluntary strategies.

2. Distributed innovation strategies that purposely and
proactively link together people across the product
development continuum, from the upstream research
community to downstream finance and commercializati on
experts, to accelerate low carbon technology change

3. New finance strategies that move emerging
technologies from pilot projects to commercial scal e
deployment.
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Short- and long-term no-carbon technology goals and targets
Specific technology commercialization agreements

Sectoral no-emissions goals

CO, and energy efficiency performance standards

Niche market strategies, technology prizes, advanced
purchase commitments, government procurement

New strategies to address intellectual property rights (IPRs)
Transition management polices
Entrepreneurship activities

Policies on public and private research and development
Focus on “Distributed Innovation” strategies
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Need an institutional framework for technology innovation in the post-2012
process—a “bottom up” structure used in other “public goods” areas

Create complementary framework that works like other donor-supported public
goods strategies in agriculture and HIV

Consider a full range of short- and long-term commercial strategies for a
selective group of market-ready technologies—commercial scale up and
breakthroughs in carbon capture and storage (CCS), renewables, and other
low carbon technologies

Develop technology strategies nationally, bilaterally, or multilaterally, with new
forms of linkages in a post-2012 framework. They need not be controlled by
international regimes

Need for way to link developing and developed countries

There is no such structure in place on climate technology today—Consultative

Group on Climate Innovation (CGCI) could fill that gap
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CGIAR in agriculture and ASAP in HIV vaccine
development—new international approaches to

public goods with global “market failures”

New DI “bottom up” decentralized approach
supported by foundations, governments, and
multilateral institutions

The driving objective of DI is to accelerate the
widespread development and deployment of a
specific technology, to identify barriers to those
technology goals, to identify investment needs, and
to create sustainable public and private models for
rapid technology commercialization

This “distributed innovation” approach (e.g.,
Generation Challenge Programme) is well suited to
climate technology innovation in markets in
developing and developed countries
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Focus on product development and deployment links key players
In the low carbon technology RD&D process

Proactively connect the upstream research community (e.g.
universities) with the downstream finance and deployment
community (e.g., companies, investors, foundations, financial
institutions and governments)

Participants would come from across the globe; teams of experts
would be assembled around specific technologies and supported
by a global innovation community; work with existing institutions
and create new ones across the globe

These new DI strategies from agricultural and HIV have never
been applied to climate technology innovation

A new Consultative Group on Climate Innovation (CGCI) is
needed
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» A technology strategy requires an equally ambitious
finance strategy

 Problem: “commercialization finance” for new
prototype technologies — “Valley of Death” problem

* Need for new tools, which could include “loan
guarantees, pooled technology insurance
iInstruments or purchase guarantees”

* Need to overcome intellectual property rights (IPR)
Issues

e How to structure new funds (US?) to support new
innovation strategies?
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A Consultative Group on Climate Innovation (CGCI)
would work on global finance and business models

This also would address intellectual property rights
(IPR) issues; review similar experience from HIV
(purchase commitments) and agriculture

Need to link public goods, commercialization
strategies, product development and finance in a
distributed and decentralized approach

Resolve developing world technology transfer issue in
a systematic fashion

We do not have the institutional framework to address
urgent new financing needs with local/regional focus

%

14



. % &
% # ) O 71 " #<

« Cap and trade negotiated through the UNFCCC

« Create a new complementary technology track --rely on an
expanded CGCI model to reflect current “distributed
innovation” strategies

e CGCI could be developed and executed through a public-
private partnership involving the G8 Gleneagles Dialogue
and other multilateral forums

 CGCI could inform, accelerate, and reinforce a
comprehensive post-2012 agreement under the UNFCCC

 The key is to develop a new technology track and structure:

how could this be started at Bali and beyond?
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At Bali, governments recognize the need for a
technology-innovation track—recommend a CGCI
distributed innovation strategy similar to other “public
goods” approaches.

Post-Bali, G8 or G8+ countries, with the cooperation of
other multilateral bodies, develop a detailed CGCI
“distributed innovation” proposed structure.

At the Japan G8 meetings in mid-2008, members
consider this CGCI/DI structure and possibly recommend
its adoption as part of the post-2012 framework; continue
work through 2009 period.

During this time and continuing through the next several
years, members and multilateral institutions fund and
“prototype” this DI structure through creation of various
technology innovation global projects—start to create the
institutional framework for innovation.
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