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A JUST IDEA IMPOSES ITSELF 
WHEN THE TIME IS RIGHT.

Victor Hugo, French writer



The annual UN Climate Change Conference held in Paris from  
30 November to 12 December 2015 was the 21st Conference  
of the Parties (COP21) to the UN Framework Convention on  
Climate Change (UNFCCC). The UNFCCC is an international
treaty adopted in 1994 through which 195 countries resolved to
tackle human-induced climate change. At COP17 in Durban
four years ago, the deadline of 2015 was set for agreement of
a new universal protocol to limit greenhouse gas (GHG) emissions, 
with implementation envisaged from 2020 onwards. After two 
decades of negotiations, COP21 was therefore expected to be an 
event of uncommon global significance. 

The latest scientific understanding, as summarised in the Fifth 
Assessment Report (AR5) of the Intergovernmental Panel on 
Climate Change (IPCC), underscores the gravity of the challenge. 
Human influence on the climate system is clear. The impacts of 
climate change on humans and natural systems are already being 
felt on all continents, with many existing risks being amplified 
and new risks arising. Limiting future climate change will require 
substantial and sustained emissions reductions. Climate change 
is not merely an environmental problem; it presents an array of 
socioeconomic, political and ethical challenges that include food 
and water shortages, increased displacement of people, rising 
levels of poverty and coastal flooding. 

In the months leading up to COP21 the following developments 
built support for a new global agreement: 
•	 	The	UK	Met	Office	reported	that	the	calendar	year	2015	

would be the hottest on record, the first with warming 
greater than 1 °C above the long-term preindustrial average. 

•	 	Extreme	weather	events,	including	heat	waves,	droughts,	
floods and wildfires, were all in the news as delegates 
prepared for Paris. 

•	 	One	year	before	COP21	the	US	and	China	signed	a	bilateral	
deal in which both countries committed to emissions 
reductions.

•	 	Midway	through	2015	Pope	Francis	issued	an	influential	
encyclical that framed climate change as one of the 
principal challenges humanity faces today. 

•	 	The	fossil	fuel	divestment	movement	entered	the	
mainstream, with several significant investors joining 
and the rollout of renewable energy capacity continued 
to accelerate. 

•	 	Altogether	185	countries	submitted	their	bottom-up	
Intended Nationally Determined Contributions (INDCs)  
to tackling climate change – a key requirement ahead  
of COP21. 

Executive summary

Climate change is not merely an environmental 
problem; it presents an array of socioeconomic, 

political and ethical challenges that include
food and water shortages, increased

displacement of people, rising levels of
poverty and coastal flooding. 
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After two weeks of tense negotiations, COP21 achieved a 
remarkable breakthrough in the form of the Paris Agreement, 
which sets the long-term goal of keeping global warming ‘well 
below 2 °C above preindustrial levels’ and requires all 195 
countries to reduce GHG emissions in accordance with the best 
available science. Additional provisions include transparent 
reporting of progress, cooperation on adaptation, finance 
for the least developed countries and a ratchet mechanism 
designed to increase ambition every five years. The agreement 
will enter into force as soon as it has been signed by 55 Parties 
who together are responsible for at least 55% of global GHG 
emissions, and will be implemented from 2020 onwards. 

If the Paris Agreement marks the ‘end of the beginning’ of the 
global effort to address climate change, then it also signals the 
‘beginning of the end’ of the fossil fuel era, because the terms 
of the agreement cannot be met without dramatic changes in 
the way energy is produced and consumed. 

The Paris Agreement sends a clear and unequivocal message 
to the private sector: shift to a low-carbon, and ultimately zero-
carbon, future. 

Major challenges lie ahead as governments seek to implement 
policy initiatives to ensure that the ultimate objective is reached. 
These include putting in place carbon pricing mechanisms, 
energy-efficiency standards and other regulatory incentives 
for deployment of renewable energy generation and electric 
transportation systems. In this regard South Africa is already 
developing several policy approaches, including those pertaining 
to carbon tax and sector-based carbon budgets. After Paris, it is 
expected that pressure to finalise these measures and provide 
regulatory clarity for businesses and investors will only increase. 

The Paris Agreement holds several implications for the finance 
sector. Financiers will face mounting pressure to disclose and 
reduce the carbon footprint of their lending and investment 
portfolios. One important consideration will be the impact of  
the Paris Agreement on the valuation of fossil fuel reserves, 
since the implied carbon budget corresponding to ‘below 2 °C’ 
requires the majority of coal, oil and gas to remain unburnt. For 
South Africa in particular this may have consequences for the 
evolution of coal export demand. On the flip side, opportunities  
for the finance sector are massive. To give one example, 
around $44 trillion is needed up to 2050 to decarbonise  
the global power supply. Green bonds are poised to make  
a significant contribution to addressing climate change, and  
carbon markets will grow as countries aim to meet their 
reduction targets through emissions trading. 

The strategic question posed by the Paris Agreement is: 
given the changing macroenvironmental context, how should 
companies position themselves to capture the inherent 
opportunities? The 2 °C threshold is no longer an abstract, 
esoteric, theoretical construct of little relevance to strategy 
development and decisionmaking – it is now a firm, global, 
political commitment that sets a finite carbon budget for 
the world. This new reality will have tangible consequences 
for companies in terms of which markets and sectors will 
grow, and which will shrink. The Paris Agreement, and what 
the INDCs imply in terms of overhauling the electricity and 
transport systems, surely creates one of the greatest business 
opportunities ever. 

Climate change is not merely an environmental 
problem; it presents an array of socioeconomic, 

political and ethical challenges that include
food and water shortages, increased

displacement of people, rising levels of
poverty and coastal flooding. 
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United Nations Framework Convention  
on Climate Change: A brief history

1  ‘Democracy is the worst form of government, except for all those other forms that have been tried from time to time.’ 
    Winston Churchill in a House of Commons speech on 11 November 1947.

From 30 November to 12 December 2015, the 21st Conference of 
the Parties (COP21) to the United Nations Framework Convention 
on Climate Change (UNFCCC) was held in Paris. Twenty-one years 
sounds like an awfully long time to develop a global climate deal. 
Until one considers the complexity of the task at hand: convene 
195 countries (known as ‘Parties’), as diverse as the Cook Islands, 
Canada and China, and get them to agree unanimously on how 
to tackle a borderless challenge that will manifest gradually and 
unevenly over the course of the current century, with preventative 
measures carrying significant implications for energy systems and 
hence national economic development trajectories. In this light,  
and given that the five permanent members of the UN Security 
Council can seldom agree on anything, it seems a foolish endeavour. 
What are the chances that 195 sovereign nations facing wildly 
different political and economic realities can come to an agreement? 

But what is the alternative? Is there a better way than a slow, 
multilateral negotiating process to resolve an issue of such global 
and intergenerational importance? And from what moments in 
history can we hope to find precedents for tackling a challenge of 
this magnitude? Ultimately, the UNFCCC process has probably 
been, to paraphrase Winston Churchill1, ‘the worst form of 
decisionmaking, except for all other forms that have been tried 
from time to time’. And at least it has been a peaceful, cooperative 
political process informed by science rather than populism. 

Though the UNFCCC was agreed at the 1992 Earth Summit in 
Rio de Janeiro and entered into force in 1994i, its origins may be 
found earlier. In 1979 the first World Climate Conference was 
convened in Geneva by the World Meteorological Organisation 
(WMO). This was one of the first major international meetings 
specifically focused on climate change. Interestingly, in the same 

year, the US National Research Council commissioned a research 
report titled Carbon Dioxide and Climate: A Scientific Assessmentii, 
which concluded that a doubling of CO2 concentrations in the 
atmosphere would most probably lead to an average surface 
temperature increase of 3 °C. This assessment of climate 
sensitivity has remained virtually unchanged to this day. 

One of the outcomes of the first World Climate Conference was 
the creation of the Intergovernmental Panel on Climate Change 
(IPCC)	in	1988.	The	IPCC	was	formed	jointly	by	the	WMO	and	
the United Nations Environment Programme (UNEP), to provide 
an up-to-date assessment of climate science. The growing 
body of scientific evidence of climate change and confidence 
in the science has played an important role in international 
negotiations over the years. 

The First Assessment Report of the IPCC was published in 1990 
to coincide with the second World Climate Conference, which 
called for the development of a global treaty on climate change. 
The UN immediately began working on a framework convention, 
which was adopted at the 1992 Earth Summit. 

Convention objective

The ultimate objective of the UNFCCC was to stabilise greenhouse 
gas (GHG) concentrations ‘at a level that would prevent dangerous 
anthropogenic interference with the climate system’. Without 
defining what ‘dangerous’ means, the text goes on to clarify that 
‘such	a	level	should	be	achieved	within	a	time	frame	sufficient	to	
allow ecosystems to adapt naturally to climate change, to ensure 
that food production is not threatened, and to enable economic 
development to proceed in a sustainable manner’.
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As part of the Rio Convention, the UNFCCC was also founded  
on the ‘precautionary principle’, stating that where there are 
‘threats of serious or irreversible damage, lack of full scientific 
certainty shall not be used as a reason for postponing cost-
effective measures to prevent environmental degradation’. 

Another foundational principle of the UNFCCC was that of 
‘common but differentiated responsibilities’ (CBDR). This was 
explicit recognition that wealthier countries are responsible 
for most of the historical GHG emissions – in fact, those 
emissions were a direct consequence of their chosen economic 
development pathway – and as such they would have both 
the capacity and the duty to make comparatively greater 
contributions to solving the problem. 

FIGURE 1: CUMULATIVE CO2 EMISSIONS 1850-2011
(% OF WORLD TOTAL)

The original framework convention set no binding limits on GHG 
emissions for individual countries and contained no enforcement 
mechanisms. Instead, it outlined how specific international treaties 
(called ‘Protocols’ or ‘Agreements’) would be negotiated, with a 
view to setting binding limits on GHGs. The first Conference 
of the Parties (COP1) was held in Berlin in 1995. 

To a great extent, the international climate negotiations ever 
since COP1 have revolved around who needs to do what by 
when. And while the principle of CBDR remained sensibly 
intact, the profile of global emissions (as with economic 
activity) has changed significantly over the two decades since. 
This has introduced additional complexity to the talks in terms 
of agreeing a basis for sharing responsibilities equitably.

Kyoto Protocol

Countries soon realised that the emissions reduction provisions –
or lack of them – in the convention were inadequate. Negotiations 
were launched to strengthen the global response to climate change. 
In	1997,	at	COP3	in	Kyoto,	Japan,	the	Kyoto	Protocol	(KP)	was	

adopted.iii		The	KP	served	to	‘operationalise’	the	convention.	
For the first time it committed, rather than merely encouraged, 
industrialised countries (called Annex 1 Parties) to stabilise 
GHG emissions based on the principles of the convention. For 
the	first	five-year	commitment	period	from	2008	to	2012,	the	
agreed target was an average 5% reduction in GHG emissions 
compared with that of the 1990 baseline year. 

The	KP	came	into	force	on	16	February	2005,	after	it	had	been	
ratified by more than 55 Parties who accounted for 55% of global 
emissions. However, despite President Clinton having signed 
the	KP,	the	United	States	–	by	far	the	world’s	largest	emitter	at	
that time – refused to ratify it. With emissions growing rapidly in 
emerging economies such as China, India, Brazil and Indonesia, 
only Japan, the EU member states, Russia and Canada – which 
were among the top 10 emitters in 1997 – faced legally binding 
reduction	targets.	Canada	eventually	withdrew	from	the	KP	in	
2012, having been unable to meet its international commitments.  
It	was	clear	that	the	KP	was	no	more	than	a	necessary	first	step,	 
and much more needed to be done. 

In 2007 at COP13 in Indonesia, the Bali Roadmap was adopted. 
The roadmap was a set of forward-looking decisions that 
outlined the body of work that needed to be completed to 
safeguard future climate stability. As part of the Bali Roadmap 
a two-track process was initiated. One work stream, named the 
Ad Hoc Working Group on Further Commitments for Annex 1 
Parties	under	the	Kyoto	Protocol	(AWG-KP),	would	decide	what	
would happen after the end of the first commitment period in 
2012. The other, known as the Ad Hoc Working Group on Long-
term Cooperative Action (AWG-LCA), would work towards an 
inclusive agreement that would ‘enable the full, effective and 
sustained implementation of the Convention through long-term 
cooperative action’. The Bali Roadmap also decreed that an 
international framework for climate mitigation beyond 2012 
would be negotiated at COP15 in Copenhagen towards the  
end of 2009. 

Hopenhagen/Brokenhagen

Thus there was much expectation for COP15, with leaders from 
business and civil society calling for a binding, globally inclusive 
climate treaty. Numerous heads of state and government 
would arrive in Copenhagen at the end of the second week, 
ostensibly to secure the political consensus that had so far 
eluded diplomats and negotiators. However, the conference was 
deadlocked throughout and no treaty was forthcoming. A legally 
toothless Copenhagen Accord was developed at the last minute, 
mainly by the US and BASIC countries (Brazil, South Africa, 
India and China), in an attempt to salvage something from the 
collapsing talks. It was in Copenhagen that President Zuma 
pledged emissions reduction targets for South Africa: 35% and 
42% below business-as-usual by 2020 and 2025 respectively, 
subject to receiving international support.iv  

Rest of the World 17%

China 11%

Russian Federation 8%

Indonesia 1%

Japan 4%

Canada 2%

Brazil 1%
South Africa 1%

India 3%

America 27%

European Union (28) 25%

Source: World Resources Institute
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The headway made at 20 successive 
UNFCCC climate conferences was 

often described as ‘glacial’, but despite 
disappointments and many potholes 

along the way, the international 
negotiation process continued and

built cumulative progress. 

The disappointment of COP15 risked derailing the multilateral 
negotiating process altogether, but eventually all Parties  
agreed to reconvene. The following year at COP16 in Cancun 
diplomats agreed for the first time on the 2 °C warming 
threshold as representing ‘dangerous’ climate change. Cancun  
also witnessed the launch of the Green Climate Fund, which  
would be responsible for international management, deployment 
and accountability long-term funds to support the actions of 
developing countries. 

Back on track
 
In 2011 South Africa played host to COP17 in Durban. As it 
happened, COP17 turned out to be a positive turning point 
in the negotiations. 

Through the Durban Platformv, Parties explicitly acknowledged 
the need to develop a new and universal ‘protocol, another legal 
instrument or an agreed outcome with legal force’ no later than 
2015, to be implemented from 2020 onwards. This agreement 
would place responsibility on all countries, not only developed 
countries	as	envisaged	in	the	KP.	COP17	therefore	teed	up	2015	 
as the deadline by when a new international climate agreement 
had to be reached. 

The Durban Platform also provided for the continuation of 
existing international legal instruments through a second 
commitment	period	of	the	KP.	A	year	later	in	Qatar	the	Doha	
Amendment	to	the	KP	was	adopted.	This	formally	launched	
the second commitment period, which would bridge the gap 
from 1 January 2013 until the new deal would come into force 

in 2020. During this period certain countries would reduce 
GHG	emissions	by	at	least	18%	below	1990	levels	in	the	eight	
years from 2013 to 2020. However, with Japan, Russia and 
New Zealand joining the US and Canada in declining a second 
commitment	period,	the	KP	now	only	covered	15%	of	global	
GHG emissions.vi	Despite	the	limitations	of	the	KP,	between	
1990 (the chosen baseline year) and 2012, emissions within 
Annex 1 countries (including the US) had already declined by 
a substantial 16,2%. The global share of emissions from those 
countries had, however, declined from around half in 1990  
to less than one-third in 2012.vii  

Important groundwork for a 2015 agreement was laid at 
COP18	in	Warsaw	(2013)	and	COP19	in	Lima	(2014).	Notable	
advances were made on the Green Climate Fund, and rules for 
reducing emissions from deforestation and forest degradation 
(REDD) were strengthened. The headway made at 20 
successive UNFCCC climate conferences was often described 
as ‘glacial’, but despite disappointments and many potholes  
along the way, the international negotiation process continued 
and built cumulative progress. In parallel, non-state entities,  
such as corporations, subnational regions and cities, were 
beginning to act decisively, irrespective of a global agreement. 

Upon the shoulders of diplomats from 195 countries convening 
in Paris towards the end of 2015 weighed the hopes of the whole 
world, and expectations accumulated since the first World 
Climate Conference 36 years before. To land the elusive global 
agreement some long-standing questions still needed answering: 
who needs to do what by when. In other words: how do we carve 
up the global carbon budget? 



Scientific basis
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The IPCC is the leading international body for the assessment of 
climate change.viii Established by UNEP and the WMO in 1988, 
the IPCC provides the world with a clear scientific view of current 
knowledge of climate change and the potential environmental  
and socioeconomic impacts thereof. The IPCC has 195 member 
countries, all of them UN members, and thousands of scientists  
from these countries contribute voluntarily. 

The IPCC does not conduct any original scientific research of 
its own, nor does it undertake any direct monitoring of climate-
related phenomena. Rather, it reviews and assesses the most 
recent scientific, technical and socioeconomic information 
produced worldwide that is relevant to the understanding of 
climate change. This information is aggregated, synthesised and 
published periodically in the form of assessment reports, the 
latest of which is considered the most comprehensive scientific 
reference available. 

Article 7 of the UNFCCC established the principle that Parties 
must take advances in scientific and technological knowledge 
with regard to their obligations into account.ix The Cancun 
Agreements	from	COP16	in	2010	reaffirmed	this	by	recognising	
that ‘Parties should take urgent action to meet [the] long-term 
goal, consistent with science and on the basis of equity’.x 
Successive IPCC assessment reports have thus played an 
instrumental role in guiding the UNFCCC negotiations and policy 
positions adopted by the Parties. Increasingly, these reports 
guide corporate strategy too. More than 100 major companies, 
including organisations as diverse as Commerzbank, Exxaro, 
Unilever and Walmart, have signed up for a voluntary initiative 

called Science Based Targets, through which they commit to 
developing emissions reduction pathways informed by science.xi  

Prior to COP16, the ultimate objective of the UNFCCC – to 
prevent dangerous anthropogenic interference with the 
climate system – remained qualitative and ambiguous, with 
no universally accepted definition as to what constitutes 
‘dangerous’. The Cancun Agreements drew explicitly on the 
findings of the IPCC’s Fourth Assessment Report and quantified 
the long-term goal as ‘[holding] the increase in global average 
temperature below 2 °C above preindustrial levels’. Though the 
2 °C threshold is essentially a political judgement, it is informed 
by the best available understanding of climate change science, 
while balancing socioeconomic costs and benefits. In other 
words, average warming of 2 °C does not eliminate impacts, 
or remove the need for adaptation measures; it is merely that, 
beyond this threshold, the risks of irreversible damage and 
economic hardship are deemed intolerable. 

IPCC Fifth Assessment Report

In November 2014, one year before COP21 in Paris, the IPCC 
finalised its Fifth Assessment Report (AR5).xii It explores: 
•	 	the observed changes to the climate system; 
•	 the	causes	and	impacts	of	those	changes;	
•	 	future	changes,	risks	and	impacts	of	various	emissions	

scenarios; and 
•	 	pathways	for	adaptation,	mitigation	and	sustainable	

development. 



The conclusions underscore both the seriousness of anthropogenic 
climate change and the urgency with which it needs to be addressed 
if we are to avoid greatly diminished human prosperity in the future. 

The AR5 Summary for Policymakersxiii presents a number  
of high-level findings, which include the following: 
•	 	Human	influence	on	the	climate	system	is	clear,	and	 

recent anthropogenic GHG emissions are the highest  
in history. 

•	 	In	recent	decades,	changes	in	climate	have	caused	 
impacts on natural and human systems on all

 continents and across the oceans. 
•	 	Continued	GHG	emission	will	cause	further	warming	 

and long-lasting changes in all components of the climate 
system, increasing the likelihood of severe, pervasive and 
irreversible impacts for people and ecosystems.

•	 	Climate	change	will	amplify	existing	risks	and	create	
new risks for natural and human systems – these risks 
are unevenly distributed and are generally greater for 
disadvantaged people and communities in countries  
at all levels of development. 

•	 	The	effects	of	climate	change	must	be	limited	to	achieve	
sustainable development and equity, including poverty 
eradication. 

•	 	Limiting	climate	change	would	require	substantial	and	
sustained reductions in GHGs which, together with 
adaptation, can limit climate change risks, reducing the 
costs and challenges of mitigation in the longer term. 

The conclusions are unambiguous: climate change is happening, 
it’s serious, and it’s largely due to human activities – primarily 
CO2 emissions into the atmosphere because of fossil fuel 
combustion. Societal impacts will include food and water 
shortages, increased displacement of people, rising levels of 
poverty and coastal flooding. From this it is clear that climate 
change is not merely an environmental problem; it is chiefly 
a developmental one, presenting an array of socioeconomic, 
political and ethical challenges. 

South Africa’s predicament is even starker. Climate change 
models project that the southern African region may experience 
roughly double the worldwide average temperature increase, 
meaning that a global rise of 2 °C versus the long-term pre-
industrial average translates into 4 °C for South Africa and its 
immediate neighbours. Already arid parts of the country such 
as the Northern and Western Cape are projected to become 
even drier, with comparatively wet regions such as the eastern 
seaboard and central interior becoming wetter.xiv 
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Risks associated with Reasons 
For Concern at a global scale 
are shown for increasing levels 
of climate change. The colour 
shading indicates the additional 
risk due to climate change when 
a temperature level is reached 
and then sustained or exceeded. 
White indicates no associated 
impacts are detectable and 
attributable to climate change. 
Yellow indicates that associated 
impacts are both detectable 
and attributable to climate 
change with at least medium 
confidence. Red indicates severe 
and widespread impacts. Purple, 
introduced in this assessment, 
shows that very high risk is 
indicated by all key risk criteria. 
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Faced	with	this	possibility,	it	is	difficult	to	argue	convincingly	 
that South Africa deserves a ‘free pass’ on the global mitigation 
effort on the basis that we contribute only 1% of global  
GHG emissions, as we have a comparatively carbon-intensive 
economy and we face significant developmental challenges 
in terms of poverty eradication. On the contrary: it is strongly 
in South Africa’s interest to be at the forefront of the required 
economic and energy transformation while supporting a robust 
international climate agreement. If the world is unsuccessful  
in tackling climate change, South Africa will get more than its  
fair share of deleterious impacts, with no hope of addressing 
poverty and inequality. The risks posed to the nation’s food 
security alone warrant urgent and concerted action. 

Fortunately, the AR5 stresses that policy and technology 
solutions do exist, both in terms of mitigation (avoiding the 
unmanageable) and adaptation (managing the unavoidable). 
These solutions are needed to drive the ‘substantial and 
sustained reductions in GHGs’ that will reduce the costs and 
challenges of mitigation in the longer term, while permitting 
sustainable development and poverty eradication that would 
otherwise be unattainable. 

Carbon budget

In recent years, the mitigation agenda has been framed by the 
concept of a ‘carbon budget’, which emerges from the scientific 
understanding that cumulative GHG emissions and global mean 
surface temperature response are approximately linearly related.xv

This means there is only a realistic chance of restricting global 
warming to 2 °C if a limit is set to the total amount of CO2 (and 
other GHGs) emitted globally.xvi In other words, for a given 
probability of avoiding the 2 °C threshold, a finite carbon budget
can be estimated. The lower the risk appetite for breaching 2 °C,  
the smaller the available carbon budget, which in turn implies  
faster decarbonisation of the energy system. 

The AR52 finds that for a >66% probability of staying below 
2°C – that is, for a two-thirds chance of avoiding dangerous 
climate change – the total cumulative CO2 emissions from 
all	anthropogenic	sources	since	1870	must	be	below	2	900	

gigatonnes CO2 (GtCO2). An estimated 1 900 GtCO2 had 
already been emitted by 2011, which means the remaining 
carbon budget from 2012 onwards is 1 000 GtCO2. At the 2011 
emissions rate of roughly 37,5 GtCO2 globally, the carbon budget 
would be depleted in less than 27 years, ie before the end of 
2038.	The	earlier	the	peak	in	the	global	emissions	rate	–	and	the	
steeper the decline – the longer the carbon budget will last. 

All of this serves to emphasise the importance of grounding 
policy decisions in the best available science. United by the 
ultimate objective of avoiding dangerous climate change – 
without which prospects for socioeconomic development 
become severely compromised – the AR5 states even more 
plainly than its predecessors that the world faces a formidable 
challenge: to rapidly decarbonise the energy system on which  
all economic activity and human prosperity depends. 

FIGURE 3: THE TIGHT  
GLOBAL CARBON BUDGET
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2  AR5 makes additional assumptions about historic and future emissions levels of non-CO2 greenhouse 
gases (methane, nitrous oxide, hydrofluorocarbons, etc) when calculating the carbon budget.

This means there is only a realistic  
chance of restricting global warming to 2 °C

if a limit is set to the total amount of CO2

(and other GHGs) emitted globally.

Source: IPCC. 2014. Fifth Assessment
Synthesis Report: Summary for Policymakers



Buildup to COP21

•	 	it	would	be	the	first	year	in	human	history	that	the	average	concentration	 
of CO2 in the atmosphere would exceed 400 parts per million (ppm); 

•	 it	would	be	the	hottest	year	on	record	‘by	a	country	mile’;	and
•	 	it	would	be	the	first	year	with	warming	greater	than	1	°C	above	the	long-

term preindustrial average.xvii 

Given the catalogue of extreme weather experienced across the globe in 
2015 – from heat waves and droughts to floods and wildfires – it is easy 
to understand why as little as 2 °C of warming would require substantial 
investments in adaptation measures.  

The UNFCCC negotiations had set the  
stage for COP21 in Paris to be of great 
importance. Outside the formal diplomatic 
process there were also many developments 
that built support for a new climate deal, 
not to mention some striking environmental 
indicators. A few weeks before COP21  
the UK Met Office reported that the  
calendar year 2015 would break three 
climate-related records: 

COP21 AND THE PARIS AGREEMENT

FIGURE 4: GLOBAL ANTHROPOGENIC CO2 EMISSIONS
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Obama, Xi and Francis

One of the most significant political developments was a 
bilateral climate change agreement between the US and China, 
the world’s two largest GHG emitters and jointly responsible for 
almost 40% of global emissions. In November 2014 President 
Obama and President Xi signed a pact, committing both 
countries to emissions reductions.xviii This was the first time 
that China had formally pledged to reduce GHG emissions, thus 
removing a substantial stumbling block from the international 
negotiations and a barrier to concerted US action. 

Under this agreement China intends to peak its emissions by 
2030 and increase its share of zero-emissions energy sources, 
such as solar and wind, to 20% by 2030. The US in turn agreed 
to	cut	its	emissions	by	between	26%	and	28%	from	2005
levels by 2030. 

While these commitments are not yet commensurate with 
staying below the 2 °C threshold, it was nevertheless a 
hugely symbolic gesture one year before the Paris conference. 
Furthermore, several analysts believe that China’s emissions 
will peak before 2030, especially given growing concerns over 
air quality in many megacities and the already rapid rollout of 
renewable energy capacity. The US commitment is in line with 
its proposed regulations from the Environmental Protection 
Agency (EPA), which aim to reduce emissions from power 
plants to 30% below 2005 levels by 2030. 

Another symbolic moment was the publication of an encyclical 
on the environment by Pope Francis in June 2015.xix The 
document, drafted with input from Christian and secular 
scientists, framed climate change as ‘one of the principal 
challenges facing humanity today’. It challenges Christians  
to place care for the environment at the centre of their faith. 
And it issues a call to conscience for richer countries that 
bear the most responsibility for polluting the atmosphere.  
The encyclical can now be considered the official position  
on the environment for the Catholic Church and its 1,2 billion 
members. It thus added yet another high-profile voice to 
the climate fight.

Private sector action accelerating

The private sector has always projected conflicting positions 
on climate change. Some companies have been strong 
proponents of climate action, backed up with deeds, while 
others have deliberately or covertly attempted to slow down 
action. A spectrum of positions is to be expected, given 
different industry and market characteristics. Nevertheless, 
2015 saw a marked increase in positive steps by the private 
sector to address climate change. Two prominent initiatives 

that attracted support are Science Based Targets mentioned 
earlierxx, and the We Mean Business coalition. xxi The latter, 
driven by the World Business Council on Sustainable 
Development (WBCSD)3, saw 363 companies pledging to 
adopt initiatives such as internal carbon pricing and conversion  
to renewable energy. There was also an expansion of the  
RE100 campaignxxii, through which global businesses commit 
to procure 100% of their energy from renewable sources. 
Companies such as BT, Commerzbank, Goldman Sachs, Ikea, 
ING, Microsoft, Novo Nordisk, Phillips, SAP and UBS have 
committed to reaching this goal by 2020. 

Divestment

It was in the investment sector that the most profound 
escalation of action occurred in the runup to COP21. The fossil 
fuel divestment movement began as a grassroots activist 
campaign on university campuses but reached the investment 
mainstream during 2015. By September the Financial Times 
reported that investors controlling about $2,6 trillion in total 
assets had made commitments to cut back or sell their holdings 
in fossil fuel companies.xxiii Campaign group 350.org, the NGO 
inspiring the movement, calculated that this amount had 
increased to $3,4 trillion by December.xxiv The most prominent 
asset owners to make pledges include the Norwegian sovereign 
wealth fund, AXA, Allianz, Storebrand, CalPERS, CalSTRS and 
the Swedish pension fund AP2. Divestment commitments have 
also been made by the universities of Stanford, Oxford and 
the London School of Economics as well as by the Rockefeller 
Brothers Fund. The last of these is not huge in monetary terms, 
but highly emblematic given the Rockefeller family’s prominent 
historic role in the development of the oil industry. While many
of the public commitments are only towards partial divestment at 
this stage, a sizeable portion includes complete divestment 
from high-carbon coal and tar sands assets. 

The divestment campaign has not been limited to equity investors 
either. Dutch banking group ING, French bank Crédit Agricole and 
Nordea Bank from Scandinavia have all announced a withdrawal 
from new coal-fired power plants and thermal coal mines. This 
follows similar announcements by several development finance 
institutions including the World Bank, the Export-Import Bank 
of the United States, the European Investment Bank and the 
European Bank for Reconstruction and Development. In light of 
all of these developments, Bloomberg published an editorial in 
September titled ‘Let coal die a natural death’.xxv  

A further clarion call from the finance sector came from the 
Governor of the Bank of England, Mark Carney. In a series  
of speeches and articles in 2015 he drew attention to the 
‘tragedy of the horizon’, calling climate change ‘unequivocal’ 
and highlighting how it could threaten financial stability.xxvi 

3  WBCSD was also formed in the runup to Rio Earth Summit in 1992 to present a business voice at the summit.
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He highlights three broad channels through which climate 
change may pose such a threat: 
1  Physical risks, which include impacts on insurance liabilities 

and the value of financial assets that arise from climate-  
and weather-related events, such as floods and storms that 
damage property or disrupt trade. 

2  Liability risks, which could arise if Parties who have suffered 
loss or damage from the effects of climate change seek 
compensation from those they hold responsible. While such 
claims may come decades into the future, they could hit 
carbon extractors and emitters – and if they have liability 
cover, their insurers – the hardest.

3  Transition risks, which could result from the process of 
adjustment towards a lower-carbon economy. Changes in 
policy, technology, customer preferences and physical risks 
could prompt a reassessment of the value of a large range 
of assets, as costs and opportunities become apparent. 
The speed at which such repricing occurs is uncertain and 
could be decisive for financial stability. There have already 
been a few high-profile examples of jump-to-distress pricing 
because of shifts in environmental policy or performance.4  
Risks to financial stability will be minimised if the transition 
begins early and follows a predictable path, thereby helping 
the market anticipate the transition to a 2 °C world. 

In anticipation of these risks, Carney, in his role as chair of the 
Financial Stability Board (FSB), has announced an industry-led 
disclosure task force on climate-related financial risk under the 
chairmanship of Michael Bloomberg. The task force will ‘develop 
voluntary, consistent climate-related financial risk disclosures 
for use by companies in providing information to lenders, 
insurers, investors and other stakeholders’.xxvii This will build on 
developments in France, Brazil and China, where institutional 
investors are already required to disclose how they consider 
climate change when they make decisions. 

Renewables

The year 2015 was also a record year for investment in renewable 
energy. Bloomberg New Energy Finance calculated that $329 billion 
was invested in renewable energy capacity, up 4% from 2014.xxviii 
The capacity installed for solar and wind increased by 30%, 
reaching 121 gigaWatts (GW), driven in part by falling costs of 
the technologies. To put this number into context, South Africa’s 
entire installed electricity generating capacity is about 50 GW. 
As in 2014, renewable energy capacity installed in 2015 exceeded 
capacity added from coal, gas and oil combined, despite record-
low fossil fuel prices. More than 50% of the investment occurred 
in emerging economies, the largest of which being China with 
$111 billion. India is poised to become a new major player, having 

announced that it aims to install 20 GW of renewables each 
year for the next seven years.xxix Such a rate would take India’s 
installed capacity from 35 GW currently to 175 GW by 2022. 

National pledges to reduce emissions

The Lima Agreement of COP20 determined that, in preparation 
for the adoption of a Paris Agreement in December 2015, 
governments ‘in a position to do so’ were to submit an ‘intended 
nationally determined contribution’ (INDC), outlining proposed 
mitigation and adaptation measures for the period after 2020.  
As	of	7	December	2015,	some	185	countries	had	submitted	
INDCs, covering 94% of global emissions. 

In the absence of any climate policies, the IPCC estimates that 
warming	can	be	expected	to	reach	between	4,1	°C	and	4,8	°C	
above preindustrial levels by the end of the century.xxx This is 
referred to as the baseline or business-as-usual (BAU) scenario. 
Current policies already announced before the Paris COP were 
projected to reduce warming to about 3,6 °C. Analysis by Climate 
Action Trackerxxxi suggests that INDC pledges would limit the 
temperature increase to around 2,7 °C (the median outcome 
of models, implying greater than a two-thirds chance of staying 
below 3 °C). Though this is an improvement, it falls far short of 
‘well below 2 °C’. 

Despite the shortfall, INDCs still represent a real increase 
in ambition, compared with the policies in place before the 
pledges were made. An analysis by UNEPxxxii concluded that 
‘pledges submitted to the UN reduce the emissions gap 
between current action and what is needed to avoid dangerous 
climate change, with social and political effects that reach  
far beyond their impact on aggregate emissions’. The UNEP  
study also projects a gap of between 12 GtCO2e and 14 GtCO2e 
between GHG emissions in 2030 and the cost-effective path to 
staying below 2 °C. 

To compare relative and necessary ambition levels, Climate 
Action Tracker evaluated the INDC submissions of certain 
countries based on what is required to hold the temperate 
increase to below 2 °C, using an ‘effort-sharing’ methodology 
that takes national circumstances into account. They rated 
INDCs on the following scale: 
•	 role	model	–	more	than	consistent	with	below	2	°C;	
•	 sufficient	–	fully	consistent	with	below	2	°C;	
•	 	medium	–	not	consistent	with	limiting	warming	below	

2 °C, as it would require many other countries to make 
considerably greater effort and reductions; and

•	 	inadequate	–	a	position	that,	if	adopted	by	all	countries,	
would result in warming likely to exceed 3 °C to 4 °C. 

COP21 AND THE PARIS AGREEMENT

4  The Volkswagen emissions scandal of late 2015 comes to mind, in response to which the share price fell almost 45% over two weeks (from €167,80 on 17 September to €92,36 on 
2 October). Similarly, between 20 June 2014 – when the US Clean Power Plan was first announced – and 15 January 2016, the Dow Jones US Coal Index fell by almost 92% (from 
147,52 points, a level sustained since June 2012, to 12,33 points).
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Only a handful of comparatively small countries, including 
Costa Rica, Morocco and Ethiopia, were rated ‘sufficient’, 
while the EU, US, China, Brazil and India were rated as 
‘medium’. South Africa’s submission was considered 
‘inadequate’, along with the likes of Russia, Turkey, Saudi 
Arabia, Indonesia and Australia. This implies that South  
Africa will need to ramp up ambition in order to contribute  
its fair share of emission reductions, even when our 
particular developmental circumstances are taken  
into consideration. 

This assessment of South Africa’s situation echoes work undertaken 
by researchers from China, India, Brazil and South Africa (BASIC) 
back in 2011.xxxiii South Africa’s INDC is consistent with the range 
pledged under the Copenhagen Accord in 2009. Climate Action 
Tracker does acknowledge that if South Africa’s emissions are at the 
low end of that range, then it would be considered ‘medium’. This 
would imply a carbon budget for South Africa of less than 16 GtCO2e 
from 2010 to 2050, compared with 2010 emissions of about  
0,52 GtCO2e. It would also mean that emissions would need to be 
reduced by almost 60% by 2050, when compared with 2010 levels. 
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The Paris Agreement

Unsurprisingly, given the track record of previous COPs, the 21st 
edition ran into overtime at the end of the regulation fortnight. 
At the halfway stage on the middle Saturday of COP21, a new 
draft text of the intended agreement was released by the Ad Hoc 
Working Group on the Durban Platform for Enhanced Action – 
concluding the mandate that was issued at COP17 in South Africa 
four years earlier. This draft would serve as the foundation for the 
final week of negotiations. However, it still contained more than 
900 sets of square brackets, each of them representing a point of 
contention to be resolved in week two, with party negotiators  
mindful of the unofficial COP mantra: ‘Nothing is agreed until 
everything is agreed’. 

It	is	hard	to	overstate	the	complexity	and	difficulty	of	these	
international climate negotiations, which were certainly without 
historical	precedent.	Among	the	38	000	or	so	UN-accredited	
delegates in Paris were representatives from almost every nation 
on Earth; from all developmental circumstances and climate 
change vulnerabilities; from every sector of society across 
the breadth of the political spectrum; from every imaginable 
industry; from academic institutions and campaign groups; 
from a diverse range of language, cultural and ethnic groups, 
philosophies, belief systems, worldviews and special interests. 
For two weeks these delegates convened under a single roof, 
united by the desire to agree on a common way forward for the 
socioeconomic development of the human species. And all of 
this to be summarised into a few hundred lines of text, in which 
nuances between words such as ‘should’ and ‘shall’ have the 
potential of derailing the entire process at the eleventh hour. 

The final Paris Agreementxxxiv ran to just 12 pages – an Annex to the 
somewhat longer COP decision document – and was eventually 
adopted amid jubilant scenes on the evening of Saturday, 12 
December. Those closest to the UNFCCC process understood that 
the moment was profoundly historic and worthy of celebration: it 

was the first time in more than two decades of climate negotiations 
that all 195 countries had committed to enact policies to reduce 
GHG emissions from their respective national economies. 

 Key elements

At the core of the Paris Agreement lie several foundation stones 
upon which future international negotiations as well as national 
policy pillars will rest. These include: 
1  A long-term global mitigation goal of ‘well below 2 °C’ (with 

the option of this being strengthened to 1,5 °C in later years), 
requiring a global GHG emissions peak ‘as soon as possible’ 
and rapid reductions thereafter ‘in accordance with the best 
available science’.

2  Increased planning and cooperation on adaptation, 
recognising that even limiting climate change to below 2 °C 
will require enhanced adaptive capacity.

3  An obligation on all Parties to communicate nationally 
determined contributions (NDCs) every five years, to account 
for emissions (and removals) transparently, and to participate 
in a global stocktake process that will serve to inform 
subsequent NDC revisions.

4  A commitment that wealthy nations will provide finance for 
least developed countries (LDCs) to mitigate and adapt to 
climate change, with a floor of $100 billion by 2020. 

By	reaffirming	the	long-term	temperature	goal	of	‘well	below 
2 °C above preindustrial levels’, the Paris Agreement effectively 
establishes a carbon budget for the world. As mentioned earlier, 
the intended nationally determined contributions (INDCs, 
which will henceforth be known as NDCs) that were submitted 
by	Parties	in	the	months	leading	up	to	COP21	are	insufficiently	
ambitious to meet the 2 °C imperative. Pledges received before 
COP21 align with a 2,7 °C rise, an improvement on the 3,6 °C 
increase projected if current policies are continued, though 
greater ambition is required to achieve ‘well below 2 °C’. It is 

COP21 AND THE PARIS AGREEMENT



TEMPERATURES

Keep	warming	
‘well below 2 °C’.

Continue all efforts to limit the 
rise in temperatures to 1,5 °C.

REVIEW
MECHANISM

A review every five years.

Each review will inform 
countries in ‘updating and 
enhancing’ their pledges.

EMISSIONS
OBJECTIVES

From 2050, rapid reductions 
so as to achieve a balance 
between emissions of GHGs 
from human activity and 
removals by sinks. 

FINANCE

Rich countries must
provide US$100bn from
2020 as a ‘floor’.

Amount to be updated 
by 2025.

DIFFERENTIATION

Developing nations are 
encouraged to ‘enhance their 
mitigation efforts’ and move 
over time to economy-wide 
emission reductions. 

LOSS AND
DAMAGE

Vulnerable countries  
have won recognition of  
the need for ‘averting, 
minimising and addressing’ 
losses suffered due to  
climate change. 

ADAPTATION

(1) Countries will cooperate on 
enhancing adaptive capacity, 
strengthening resilience 
and reducing vulnerability 
to climate change; (2) 
Sharing of information, good 
practices, experiences and 
lessons learned in relation to 
adaptation actions. 

for this reason that the Paris Agreement contains a ratchet 
mechanism for increasing ambition through periodical NDC 
updates informed by a global stocktake. 

Also of note are provisions for strengthening cooperation on 
technology development and transfer, enhanced support for 
capacity building in developing countries, and a standalone 
article dealing with loss and damage associated with the 
impacts of climate change that cannot be managed through 
adaptation. To paraphrase John Holdren,xxxv President 
Obama’s senior advisor on science and technology, there 
are only three options available to us in dealing with climate 
change: mitigation, adaptation and suffering. We are already 
experiencing some of each; what is effectively being agreed 
through the UNFCCC process is the future mix, and who bears 
the costs (both financial and non-financial). Loss and damage 
is explicit acknowledgement for the first time that mitigation 
and	adaptation	measures	will	not	be	sufficient	to	escape	human	
suffering, although the text of the agreement ‘does not provide 
a basis for any liability or compensation’. 

In terms of next steps, the Paris Agreement will be open for 
signature at the UN headquarters in New York from 22 April 
2016 and will enter into force once it has been signed by a 
minimum of 55 Parties to the convention who together account 
for at least 55% of global GHG emissions. As envisaged by 
the Durban Platform, implementation of the agreement would 
start	from	2020.	Before	that,	in	2018,	the	IPCC	will	prepare	a	
special report on the impacts of global warming of 1,5 °C above 
preindustrial levels and related GHG emissions pathways. 

That same year an initial progress review – accounting for 
action already undertaken – will guide the preparation of new 
or updated NDCs that will describe national commitments for 
the	five-year	cycle	from	2020.	The	first	of	the	official	global	
stocktakes will be undertaken in 2023 to inform a revision – and 
probable strengthening – of NDCs for the period from 2025 
to 2030. Thus, successive NDCs will represent a progression, 
reflecting each party’s highest possible ambition and allowing 
for improved scientific understanding and technological 
breakthroughs to be incorporated. 

Key points of the Paris Agreement

This historic pact, 
approved by 195 
countries, will take 
effect from 2020.

Source: AFP
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Reactions to Paris

Politicians and diplomats were virtually unanimous in celebrating the 
outcome of COP21, with a palpable measure of relief after the collapse  
and political embarrassment of COP15 in Copenhagen six years earlier.  
On the final afternoon, as the text awaited adoption, French President 
François Hollande warned that ‘no one will be satisfied with the 
agreement if everyone reads it in the light of their interests alone.  
But it will be a success for all, because what unites us is the planet  
itself’.xxxvi  Christiana Figueres, Executive Secretary of the UNFCCC,  
put the gravity of the occasion into perspective: ‘[When] more than
150 heads of state and government stood together in one place, under 
one roof for one cause – for the first time ever in history – it was then 
that we knew we had the political will to come to an agreement’.xxxvii 
Immediately following the conference, UN Secretary General Ban  
Ki-moon judged the Paris Agreement ‘a monumental triumph for people  
and planet … [It is] ambitious, flexible, credible and durable’.xxxviii  

For many observers COP21 signalled the beginning of 
the end of the fossil fuel era, because the long-term 
mitigation goal of ‘well below 2 °C’ cannot be met 
without dramatic changes in the way energy is produced 
and consumed. In other words: with fossil fuels currently 
providing	around	80%	of	the	world’s	primary	energy	
supply, successful implementation of the agreement 
would fundamentally change how future economic 
development	is	attained.	KPMG’s	synthesisxxxix insisted 
that the agreement ‘sends a clear and unequivocal signal 
to the private sector: a global political intention to shift 
to a low-carbon, and ultimately zero-carbon, future. If 
the goal agreed in Paris is to be achieved it will require a 
transformation of global energy systems, transport and 
industrial processes over the next few decades.’ 

Total anthropogenic GHG emissions 
(in GtCO2-eq per year) from economic 
sectors in 2010. The pullout shows 
how shares of indirect CO2 emissions 
(in % of total GHG emissions) from 
electricity and heat production are 
attributed to sectors of final energy 
use. AFOLU stands for agriculture, 
forestry and other land use.

Industry 21%

Other energy 9,6%

Transport 14%

Electricity and
heat production 27%

Buildings 6,4%

Buildings 12%

AFOLU 0,87%

Transport 0,3%

Energy 1,4%

Industry 11%

FIGURE 6: GREENHOUSE GAS EMISSIONS  
BY ECONOMIC SECTORS (2010)

AFOLU 24%

Direct GHG emissions Indirect CO2 emissions

Total:
49 GtCO2-eq
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Morgan Stanley phrased it – with some understatement – in 
relation to oil and gas companies: ‘There is little doubt that the 
Paris Agreement creates a long-term challenge to the business 
model’.xl Echoing financial market concerns around ‘stranded 
assets’ – implying that some of the world’s proven reserves may 
need to be left in the ground – Morgan Stanley noted: ‘Although 
there is still need for field development, the need for exploration is 
therefore much less obvious in a 2 °C world’, which raises important 
questions about the future value of oil and gas companies. 

Given the looming challenge of rewiring the global economic 
development paradigm, the Paris Agreement has already met 
with some criticism from both ends of the spectrum, sometimes 
for the same reason. On the one hand, advocates of urgent and 
decisive action to avert irreversible climate change have argued 
that it does not go far enough; important aspects are vague and 
not legally binding, since mitigation pledges couched in bottom-
up NDCs are essentially voluntary. On the other hand, sceptics 
preferring to maintain the status quo have seized upon precisely 
this point to reinforce their complacency – that impacts in terms 
of regulatory changes will be trivial. Plan for failure and success 
will be even less likely. 

Such arguments are distracting since they misrepresent the 
inherent character of multilateral agreements between sovereign 
nations. The mitigation targets themselves are not legally binding, 
but crucial elements of the framework are: the agreement requires 
Parties to report emissions inventories and progress transparently, 

which exerts pressure on countries to deliver on commitments 
made to the international community. The ratchet mechanism 
is another legal requirement, which demands the submission 
of progressively more ambitious NDCs every five years, in line 
with the outcome of the global stocktake and improvements in 
scientific understanding. 

Notwithstanding these obligations, any attempt to make all of 
the provisions of the Paris Agreement legally binding would 
have neutralised the possibility of universal adoption, given the 
different national requirements governing the ratification of 
treaties. It is also unclear under what legal jurisdiction a small 
island nation such as Vanuatu would be able to successfully 
prosecute, say, China, if the latter had decided to renege on
the emissions reduction targets in its NDC. 

In summary, the significance of Paris for business should not 
be underestimated. Through the We Mean Business coalitionxli  
progressive business voices – from 363 companies with 
combined revenues of $7,5 trillion, and 177 investors with  
$20 trillion worth of assets under management – had called 
for a clear signal from COP21 that would enable the transition 
to a low-carbon economy. In response to the Paris Agreement, 
Nigel Topping, CEO of We Mean Business, concluded: ‘This is 
a remarkable diplomatic settlement and a historic economic 
catalyst. The world’s governments have sent a decisive signal 
to businesses and investors that will accelerate the shift towards 
a thriving, clean global economy’.xlii 

THE	DECISIONS	WE	MAKE		NOW	WILL	DETERMINE	THE	FUTURE	OF	OUR	ECONOMY	AND	OUR	CLIMATE.	IF	WE	
CHOOSE	LOW-CARBON	INVESTMENT	WE	CAN	GENERATE	STRONG,	HIGH	QUALITY	GROWTH	–	NOT	JUST	IN	
THE FUTURE, BUT NOW. BUT IF WE CONTINUE DOWN THE HIGH-CARBON ROUTE, CLIMATE CHANGE 
WILL	BRING	SEVERE	RISKS	TO	LONG-TERM	PROSPERITY.	

Lord Nicholas Stern, Global Commission on the Economy and Climate

The agreement requires Parties to report 
emissions inventories and progress 

transparently, which exerts pressure on
countries to deliver on commitments made

to the international community. 

16



It is important to keep in mind that South Africa is a high GHG 
emitter in absolute and relative terms. It is the 17th largest 
emitter in the world, responsible for more than 1% of global 
emissions and with higher absolute emissions than France, Italy, 
Turkey and Argentina.5	Emissions	per	capita	are	8,86	tCO2e 
against a global average of 6,76, while emissions per unit of 
GDP are 716 tCO2e/$million compared with a global average of 
508,8.xlv This means that despite South Africa’s socioeconomic 
challenges of poverty, inequality and unemployment, the 
country will find it difficult to argue for exceptions and will 
instead be under pressure to make greater effort to reduce 
its emissions.

 

5  Top 20 GHG emitters in 2012: 1) China; 2) United States; 3) India; 4) Russia; 5) Indonesia; 6) Brazil; 7) Japan; 8) Canada; 9) Germany; 10) Mexico; 11) Iran; 12) Australia; 13) South 
Korea; 14) United Kingdom; 15) Saudi Arabia; 16) Nigeria; 17) South Africa; 18) Malaysia; 19) France; 20) Italy.

Obviously it is by no means a foregone conclusion that the long-
term goal will be achieved. Jeffrey Sachs encapsulated the challenge 
with eloquence in the Financial Times: ‘The diplomats have done their 
job: the Paris Agreement points the world in the right direction with 
sophistication and clarity. It does not, however, ensure implementation, 
which remains the domain of politicians, businessmen, scientists, 
engineers and civil society’.xliii  

Major challenges lie ahead as national governments seek to 
implement effective regulation such as: 
•	 	carbon	pricing	mechanisms	(eg	taxes	or	emissions
 trading systems); 
•	 	energy-efficiency	standards	that	drive	businesses	to	lower	

their emissions; and 
•	 	incentives	for	development	and	deployment	of	low-carbon	

technologies, including renewable energy generation and 
electric transportation systems. 

Heat is on for South Africa

The Paris Agreement signalled a global paradigm shift on climate 
change, with previously hollow rhetoric now being converted 
into real actions to decrease GHG emissions. While a shift in the 
global political and social zeitgeist played a big role in getting to an 
agreement, a major contributor to the change has been the rapid 
decline in the price for renewable energy over the last decade. It 
is now possible for countries to roll out renewable energy at costs 
close to conventional fossil fuel options. Onshore wind is already 
the cheapest source of electricity on a kWh basis in several 
parts of the world.xliv This has unleashed a global ‘space race’ in 
renewable energy. A major challenge for South Africa will be how 
to respond. Although the country’s REIPPP programme is much 
lauded, it will have to be accelerated greatly if South Africa is to 
affect the necessary emission cuts.

Implications

Source: BP Statistical Review of World Energy 2015

Nuclear 3%
Renewables 1%

Natural Gas 3%

Coal 70%

Oil 23%

FIGURE 7: TOTAL PRIMARY ENERGY
CONSUMPTION IN SOUTH AFRICA (2014)
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A post-COP review in the Hindustan Timesxlvi predicts that India 
will not be a great recipient of climate financing, as least developed 
and island nations have been identified as primary benefactors. 
After the next review in 2023, emerging economies such as India 
may even have to become donors. This could be the case for South 
Africa too, given that it is a richer country than India. 

Several policy instruments that are already under development 
in South Africa include: 
•	 a	carbon	tax;	
•	 	desired	emission	reduction	outcomes	(DEROs)	for	certain	

business sectors; 
•	 company-level	carbon	budgets;	and	
•	 	regulatory	standards	and	controls	for	specifically	identified	

GHG pollutants and emitters.

In the context of the Paris Agreement there will be pressure 
to finalise these as soon as possible to provide the necessary 
regulatory clarity for business and investors. 

In 2016 South Africa is set to release three important energy 
policy documents: 
•	 the	Integrated	Energy	Plan	(IEP);	
•	 the	Gas	Utilisation	Master	Plan	(GUMP);	and	
•	 the	Integrated	Resource	Plan	(IRP)	for	electricity.	

These documents are critical in signalling an accelerated move 
to a low-carbon economy. In its 2015 World Energy Outlook the 
IEA points out that ‘new policies’ (ie policies that are proposed 
but not yet enacted) would see South Africa’s coal consumption 
decline by just 10% from 2013 to 2040. In a 450 ppm scenario, 
which broadly corresponds with a below 2 °C scenario, coal’s 
share in the power sector would have to be 50% lower than in 
the new policies scenario, or 60% lower than it is currently. The 
local policy framework will have to be adjusted to this reality. 
Apart from domestic fossil fuel use, South Africa’s significant 
coal exports could also come under threat as every nation aims 
to reduce its fossil fuel consumption. This point was very clearly 
made at COP21 by the Bank of England Governor, Mark Carney, 
who stated that, under a 2 °C climate deal, the ‘vast majority of 
reserves’ of oil, gas and coal would become stranded.  

Finance sector opportunities:  
billions to trillions 

The Paris Agreement also has several implications for the 
finance sector. Firstly, like most businesses, there will be 
increased pressure to disclose operational carbon emissions 
and companies’ potential exposure to climate risks. While many 
corporations have been publishing their direct emissions, the 
broader impacts of climate change on businesses and their 
markets have received much less attention. The FSB’s recently 

announced disclosure task force on climate-related risk is just 
one example of increasing investor scrutiny. Another is the 
Principles for Responsible Investment (PRI) Montreal Carbon 
Pledge, through which investors commit to measure, disclose 
and reduce the carbon footprint of their portfolios.xlvii  

However, the opportunities for the finance sector are massive. 
According to the IEA, about $44 trillion is needed up to 2050 
to decarbonise global power supply.xlviii This means that, 
despite the very impressive $329 billion invested in renewables 
in 2015, the annual requirement is still more than three times 
greater. One possible source of finance is green bonds, an 
instrument that has grown rapidly over the past few years. 
Almost $42 billion worth of green bonds were issued in 2015, 
but it is still a drop in the ocean of the almost $19 trillion annual 
issue of new bonds. In Paris several leading asset owners and 
asset managers, managing more than $10 trillion in assets, 
signed the Paris Green Bond Statement.xlix In it they undertake 
to work with other stakeholders ‘to grow a large and robust 
market that makes a real contribution to addressing climate 
change’. Towards the end of 2015, Sociéte Générale launched 
its first ‘positive impact bond’, a €500 million five-year bond 
with a 0,75% coupon. The bond was six times oversubscribed.l  
Similarly, the International Finance Corporation (IFC) placed 
the first green bond on the JSE in December – a R1 billion nine-
year	bond	with	an	8,72%	coupon.li These and other innovative 
financial instruments are required to scale up finance for the 
necessary transition to low carbon.

One other form of climate finance is carbon markets. According 
to	KPMG	the	Paris	Agreement	establishes	the	international	
policy infrastructure required to support carbon markets at 
domestic, regional and international levels.lii Countries are 
allowed to achieve their carbon reduction targets through market 
mechanisms and emissions trading. As more and more countries 
and regions introduce their own carbon pricing systems, so will 
cooperation and linkages increase. Even before the Paris COP 
almost a quarter of global GHG emissions were already subject 
to a price on carbon.liii With China moving to a national emissions 
trading system in 2017, that fraction is set to increase significantly. 
The finance sector has an important role to play to facilitate 
carbon trading in a responsible manner. 

In summary, to be effective the Paris Agreement must not 
only motivate policymakers to enact climate-smart policies, 
but also persuade investors to redirect their investments away 
from carbon-intensive assets, and encourage corporations to 
execute business strategies that drive low-carbon economic 
development. All of these things are already beginning to 
happen – in all regions of the world and increasing in scale – 
and there is every reason to imagine that Paris will increase 
this momentum. 
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