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As the climate change summit planned for December in Copenhagen draws nearer, grander and grander emission goals and reduction targets are floated in the press. Nevertheless, crucial details are mostly missing and will be fiercely debated given the nature of the problem at hand.

Cap, trade and protect? 
Different policy instruments can be used to deal with climate change. Prominent among these are carbon taxes, direct regulation and a cap-and-trade system, whereby emission permits are auctioned off and can subsequently be traded by companies and between countries:

· An international cap-and-trade system seems the most efficient solution, since firm-level reductions are regulated through the market and can thus rapidly adapt to changes in circumstances. 
· However, as recent legislative efforts in the United States show, such a system is difficult to implement because it depends on exact compliance by single nations. 
· This raises the issue of what to do with non-compliers. Some have proposed that products from countries without a carbon price should have higher tariffs attached. 
· However, tariffs are problematic as an enforcement mechanism. Indeed, they may well be abused to protect national economies in climate-unrelated ways.

Players of the game. 
The reduction of GHG emissions is clearly an issue that is global in nature. However, once targets have been agreed on, they need to be implemented at the national level. Public policy is only one part of the story. Individual awareness may be just as important:

· While the target seems to be easier to reach if emissions reduction is enacted as soon as possible, political concerns about costs generally drive governments to act too late.
· However, the latter tendency is changing thanks to increased awareness about the problem in the population at large, which means that political capital can be built even with expensive emissions-reduction policies.
· Beyond the political level, increased public awareness has been shown to increase voluntary private contributions to the public good.
· Such private contributions, in the form of more responsible behavior and the energy savings achieved, play an important part in emissions reductions.

The joint venture created by Munich Re--the world's largest reinsurer--to produce solar electricity for Europe in the Sahara desert, shows how private enterprise may become viable for alternative energy projects if all factors are taken into account. Indeed, the reinsurer sees benefits deriving from slowing climate change, which by increasing catastrophic weather patterns threatens to increase costs to its core business, insurance.

Outlook  

Diplomatic efforts, as well as pressure on non-compliers, can be expected to increase further as the climate summit in Copenhagen draws nearer. Given the stakes in the game, failure does not seem to be an option:

· The E.U. has recently raised pressure on developing countries by making its own levels of reduction conditional on poor countries taking at least some action.
· The E.U. is also putting on the table up to 100 billion euros (143 billion dollars) per year in financial aid to help developing countries reduce their emissions.
· In a recent visit to India, U.S. Secretary of State Hillary Clinton renewed the demand that India accept at least some emissions-reduction target, while in return removing some final barriers for the sale of sophisticated weapons to India.

As emissions-reduction negotiations enter their end-phase, some hard bargaining can be expected. This will include increased pressure on laggards, accompanied by the promise of financial aid and all kinds of sharp dealing. Such a combination of sticks, carrots and exchange of favors may prove sufficient for achieving an international agreement that is workable.
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