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of 50% by 2020 compared to 1990, and a 
target of 80% emissions cut by developed 
countries in the same period (see “Copen-
hagen Battle for Climate Action with 
Equity”, epw, 28 November 2004). In fact, 
these targets, especially taken together, 
have been highly contentious during the 
two years of discussion in the LCA working 
group, and for good reasons. Together, 
they imply that developing countries 
would have to commit to cut their 

emissions overall by about 20% in absolute 
terms and at least 60% in per capita terms. 
The acceptance of the 50% global cut and 
80% developed countries’ cut would also 
have locked in a most unfair sharing of the 
remaining global carbon budget as it would 
have allowed the developed countries to 
get off free from their historical responsi-
bility and their carbon debt. They would 
have been allocated the rights to a large 
amount of “carbon space” without being 

given the responsibility to either undertake 
adequate emission cuts or to make finan-
cial and technology transfers to developing 
countries to enable and support them in 
their mitigation and adaptation actions.

As these targets are absent from the Ac-
cord, the UNFCCC members remain able to 
consider what is a fair and equitable way 
to share the costs and burdens of adjust-
ment to a climate-friendly world, when 
the negotiations resume next year.
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Deconstructing the  
Climate Blame Game
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An accusation that is being made 
post-Copenhagen is that the 
major developing countries, China 
in particular, blocked ambitious 
emission reduction targets that 
were offered by the advanced 
economies. But a dissection of the 
offers shows that a backloading 
of cuts and a refusal to specify 
near-term reductions would 
retain inequalities in emissions 
and lead to a further grab by 
the developed countries of the 
“carbon space” available to keep 
global temperature rise under  
2 degrees celsius.

It is obvious that the Copenhagen 
Accord has disappointed many sec-
tions of world public opinion that had 

looked forward to an equitable and viable 
global plan of action to combat global 
warming. While the Accord commits its 
signatories to keeping the rise in global 
temperatures below 2 degrees celsius, it 
does not specify any global plan of emis-
sions reduction that would enable this 
goal to be achieved. 

The developed countries and the bulk 
of their media have been quick to blame 
China for the absence of such commit-
ments and have held China and the other 
major developing countries responsible 
for the unambitious nature of the Copen-
hagen Accord. The first salvo was 
launched by United Kingdom Secretary 
for the Environment Ed Miliband in a 
comment in The Guardian, on 20 Decem-
ber 2009. Miliband’s key accusation, 
among other minor ones, was that in the 
final negotiations China had vetoed two 
specific numbers. The first was a commit-
ment by all nations to reduce annual 
global emissions by 50% below 1990 lev-
els by 2050. The second was a specific 
offer that the developed countries would 
reduce emissions by 80% below 1990 
levels by 2050. A more dramatic version 
of these accusations has come from Mark 
Lynas, best-selling British author on cli-
mate issues and currently climate change 
adviser to the government of the Maldives 

in a comment widely circulated in the 
global media. 

Were the proposed global quantitative 
commitments indeed a major step forward 
in setting the stage for further climate 
action and was China being selfish and 
irresponsible in opposing them? A closer 
look at the import of these numbers sug-
gests something quite different from what 
the political leaders of the developed 
nations would like the world to believe. 

Scarce Resource

Cimate science is clear that to ensure a 
greater than 50-50 chance of keeping glo-
bal temperature increases below 2 degrees 
celsius, humanity as a whole cannot emit 
more than approximately 1,000 billion 
tonnes of carbon dioxide between 2000 
and 2050 and must stabilise the carbon di-
oxide concentration in the atmosphere 
shortly thereafter. The space for emissions 
or “carbon space’’ is therefore a scarce re-
source that needs to be equitably shared 
among all nations. It bears emphasis that 
of the carbon space that is already occu-
pied, the developed nations have a dispro-
portionate share of approximately 75%, 
despite their share of the world’s popula-
tion being only 19%.

In mitigation therefore the key to the 
realisation of the global common good is 
coordinated and not unilateral action. 
Such action must also be equitable, ensur-
ing that those who have taken a dispro-
portionate share of carbon space histori-
cally make sufficient room for the needs of 
the rest. Thus, if the developed nations  
announce a unilateral emissions reduction, 
prima facie this is not generosity but in re-
ality a statement of how much of the glob-
al atmospheric commons they will occupy 
in the future. 
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Crucially, the share of carbon space 
that they are laying claim to will not be 
determined only by the reduction in their 
annual emissions in the final target year. 
It also depends very much on the path-
way by which this target is reached. It is 
easy to see that if drastic emissions re-
ductions are pushed to the future with 
very low cuts in the beginning, then the 
developed countries make things consid-
erably easier for themselves by emitting 
more and grabbing a considerably great-
er share of carbon space. On the other 
hand, an equitable distribution of carbon 
space demands that the developed 
countries cut early and drastically and 
not postpone the bulk of the reduction  
to the future. 

The upshot of this is Miliband’s target of 
80% reduction by 2050 for developed 
countries is of marginal value unless we 
know how they are going to get there. 

In reality, the Copenhagen Accord leaves 
it to the developed countries themselves 
to decide this, instead of committing them 
to immediate and substantial emission 
reductions ranging from 25% to 40% 
below 1990 levels by 2020 as recommended 
by the Intergovernmental Panel on Climate 
Change (IPCC). 

Using the model of computing the  
burden-sharing of emissions reduction 
that we have developed with other collabo-
rators (reported in Tejal Kanitkar et   al, 
EPW, 10 October 2009) it is easy to calcu-
late how much more carbon space the de-
veloped countries will grab if they cut 
emissions up to 2020 according to their 
current pledges. Compared to the IPCC 
scenario of 40% reduction by 2020, the 
developed countries will emit an extra 100 
billion tonnes of carbon dioxide if they go 
by their current pledges. This amounts to 
almost 34% more than what is their due 
under the IPCC scenario. 

Perpetuating Inequities

It is clear that for developing countries to 
accept both an 80% reduction by 2050 and 
voluntary cuts till 2020 would only sanc-
tion this further grab of carbon space by 
the developed nations. Weak near-term 
targets with only long-term quantitative 
commitments are also a means of ensur-
ing in-built inequities as is clear from per 
capita emissions under this scenario. The 

per capita emissions of developed 
countries and the US in particular by 2050 
would continue to be higher by at least a 
factor of two compared to the developing 
nations, over and above the considerable 
loss of carbon space on the way, unlike the 
IPCC scenario that would allow the con-
vergence of per capita emissions of all  
nations by 2050. 

Matters are actually worse than this. 
For one, the IPCC target for developed 
country reductions by 2050 is 90% of 1990 
levels and not 80%. The next sleight of 
hand is with the global target of 50% emis-
sions reduction by 2050. Again this speci-
fication alone is of little use without speci-
fying how the world is going to get there. 
It is a good diversionary slogan in the 
short-term and a new source of pressure 
on the developing countries for mitigation 
action in the long-term. 

But the most drastic implication of these 
suggestions is that low cuts by the Annex I 
countries (the advanced economies) and 
the need to keep within the 1,000 billion 
tonnes of carbon dioxide budget, would 
actually require developing countries to 
slow down their emissions growth drasti-
cally, now. Further, absolute reduction of 
their emissions must begin even before 
2020, a very few years from now. India 
would have to peak by around 2020 and 
the smaller developing countries before 

2025. In contrast, in the IPCC scenario, the 
peaking years for developing countries 
could be roughly a decade later (and more 
if the carbon budget were above 1,000 
billion tonnes).

In fact, earlier versions of the Copenhagen 
Accord, precisely sought to make this 
explicit, demanding the specification of 
the peaking year for the emissions of all 
developing countries taken collectively, 
with individual countries specifying the 
peaking year for their national emissions. 
Even if that attempt was rejected out of 
hand by developing countries, it is clear 
that in future negotiations this would be 
dragged up again. 

Small wonder then that China’s Wen 
Jibao, representing what is arguably the 
most scientifically advanced nation in 
climate issues among developing coun-
tries, refused to be drawn into the trap of 
voluntary mid-term reductions coupled 
with firm global targets for 2050 despite  
the extraordinary pressure on him at 
Copenhagen. Indeed the inequitable 
burden-sharing arrangement in mitiga-
tion is already under way. As a leaked 
UNFCCC assessment of mitigation actions, 
a document that the UK’s Miliband does 
not mention, makes clear, the emissions 
reduction from commitments for devia-
tions from business-as-usual made so  
far by the developing nations amount  
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to more than the emissions reduction 
from the voluntary commitments of the 
developed nations.

Divisions in Developing World

But a significant weakness of the position 
of the BASIC four (Brazil, South Africa, In-
dia and China) at Copenhagen is that 
from the point of view of the small devel-
oping nations at the forefront of climate 
change as well as the small island nations 
the question of who bears the brunt of 
emissions cuts may seem moot, especially 
since global warming threatens their very 

existence. At the summit, the developed 
countries led by the United States suc-
ceeded in driving a wedge between the 
major developing economies and the rest 
of the G-77, counterposing the develop-
ment needs of a major part of the world’s 
population with the vulnerability of the 
small nations at the forefront of global 
warming impacts. 

While fighting for their justified share 
of carbon space, it is clear that the major 
developing economies need to acknowl-
edge that they have greater responsibili-
ties as distinct from the rest of G-77 to 

avoid being trapped by the developed 
countries. At the same time, any attempt 
by the smaller developing nations to capi-
talise on this division between the devel-
oped nations and the major developing 
nations, would legitimise the current tac-
tics of the global North that undermines 
the very global environmental gover-
nance that is critical to their ability to face 
up to the climate crisis. But both sections 
collectively need to evolve an arrange-
ment that guarantees a relatively fair 
share of the global carbon space within a 
reasonably tight carbon budge.
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Regulating Microfinance:  
A Suggested Framework
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It is time to address regulatory 
issues to enable the microfinance 
sector to contribute more 
effectively to the goal of financial 
inclusion, and to provide an 
environment in which all 
stakeholders can participate  
with confidence. 

India with a population of around 300 
million poor people has emerged as a 
large potential market for the micro

finance sector, which is attracting funding 
from various sources. To enable the coun-
try to leverage this interest and use it to 
progress towards the goal of financial in-
clusion, it is important to develop a regu-
latory structure for the sector, for a 
number of reasons. First, regulation is 
needed to enable microfinance institu-
tions (MFIs) to offer savings services, the 
lack of which is a major shortcoming of 
the sector. Second, with the entry of 
commercially-oriented participants, the 
need for supervision and consumer 
protection is even more pressing. Third, 
with MFIs broadening their range of serv-
ices to include services such as insurance 
and pension products, coordinated regu-
lation of the sector is required. Finally, 
given the diversity of legal forms of MFIs, 
a uniform regulatory framework would 
enable a level playing field and prevent 
regulatory arbitrage. 

Challenges of Regulation

The lending models used in microfinance 
have peculiarities and hence its regulation 
poses certain unique challenges. 

First, MFIs may not pose systemic chal-
lenges in the sense that it is unlikely that 

even the largest MFIs are “too big to fail”. 
They however deal with low-income 
groups least likely to be able to bear down-
side risks. Hence in a democratic country, 
politically MFIs may be “too sensitive to 
fail”. The implicit contingent liabilities are 
on the State, making their effective regu-
lation in the interest of the government.

Second, while banks usually have to 
make full provisions for loans without col-
lateral, such a measure is not possible in the 
case of MFIs, as most of their loans are col-
lateral free. On-time repayments on micro-
finance loans, however, tend to be high, 
though experience shows that once a loan is 
overdue, the ultimate collection of the loan 
is less likely, than in the case of loans that 
are backed by collateral (Rosenberg 2008). 
As a result, provisioning already delinquent 
loans needs to be more aggressive for mi-
crocredit loans as compared to other loans. 

Third, while bank failures may be con-
tagious due to the interdependent nature 
of the payments system, the interdepend-
encies between group members in micro-
finance can lead to a different kind of con-
tagion effect. Widespread defaults can 
occur either if some members start con-
sistently defaulting or if there are rumours 
of MFI failures. An important incentive for 
repayment of collateral free MFI loans is 
the ability to obtain larger loans in the 
future. Any event which makes the possi-
bility of future loans reduce considerably, 
has the potential to trigger widespread 
defaults. A regulator of MFIs therefore has 
to be highly sensitive to these realities. 

Fourth, MFI customers are often first 
time users of financial services and usually 
have low education. The responsibility on 


