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Strategic planning for Strategic planning for 
the new carbon the new carbon 
economyeconomy
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• The first and oldest non-
profit dedicated to 
improving the 
environment through 
market participation

• Holds the largest bank of 
retired emission reduction 
credits - over 5 billion
pounds of SO2, NOx and 
CO2e

•• The first and oldest nonThe first and oldest non--
profit dedicated to profit dedicated to 
improving the improving the 
environment through environment through 
market participationmarket participation

•• Holds the largest bank of Holds the largest bank of 
retired emission reduction retired emission reduction 
credits credits -- over 5 over 5 billionbillion
pounds of SO2, NOx and pounds of SO2, NOx and 
CO2eCO2e

Clean Air ConservancyClean Air Conservancy
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Why start now?Why start now?

•• ItIt’’s the right thing to dos the right thing to do
•• The risks of inaction are now outweighed The risks of inaction are now outweighed 

by the risk of acting too soonby the risk of acting too soon
–– Mandatory marketMandatory market--based regulation is based regulation is 

inevitable  inevitable  
–– The downside risks can be managedThe downside risks can be managed
–– Early actors are likely to be protectedEarly actors are likely to be protected
–– The upside opportunity is significantThe upside opportunity is significant
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19571957

•• Roger Roger RevelleRevelle and Hans Seuss of the and Hans Seuss of the 
Scripps Institute of Oceanography publish Scripps Institute of Oceanography publish 
first expression of concern that Climate first expression of concern that Climate 
Change is caused by HUMAN activityChange is caused by HUMAN activity
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April 2, 2007April 2, 2007
U.S. Supreme Court publishes its decision in U.S. Supreme Court publishes its decision in 

Massachusetts v. EPAMassachusetts v. EPA
–– Brought by a group of states and other stakeholders Brought by a group of states and other stakeholders 

to compel the EPA to regulate Greenhouse Gas to compel the EPA to regulate Greenhouse Gas 
EmissionsEmissions

–– In a 5 In a 5 --4 decision the majority found that the harms 4 decision the majority found that the harms 
associated with global warming are serious and well associated with global warming are serious and well 
recognized recognized 

–– The Court said that the EPA can and The Court said that the EPA can and shouldshould regulate regulate 
Greenhouse Gas EmissionsGreenhouse Gas Emissions
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What will be affected?What will be affected?
What wonWhat won’’t?t?
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The Six Greenhouse GassesThe Six Greenhouse Gasses

•• Carbon dioxide (CO2)Carbon dioxide (CO2)
•• Methane (CH4)Methane (CH4)
•• Nitrous oxide (N2O)Nitrous oxide (N2O)
•• HydrofluorocarbonsHydrofluorocarbons ((HFCsHFCs))
•• PerfluorocarbonsPerfluorocarbons ((PFCsPFCs))
•• SulphurSulphur hexafluoride (SF6)hexafluoride (SF6)
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Measuring The Greenhouse Measuring The Greenhouse 
GassesGasses

CO2e CO2e ––
Carbon Dioxide Equivalent expressed in Carbon Dioxide Equivalent expressed in 

terms of terms of radiativeradiative forcing capacity.forcing capacity.
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Global warming potential (GWP)Global warming potential (GWP)
of the six of the six GHGGHG’’ss

•• Carbon dioxide (CO2)Carbon dioxide (CO2) 11
•• Methane (CH4)Methane (CH4) 2323
•• Nitrous oxide (N2O)Nitrous oxide (N2O) 296296
•• HydrofluorocarbonsHydrofluorocarbons ((HFCsHFCs)) 12 12 -- 12,00012,000
•• PerfluorocarbonsPerfluorocarbons ((PFCsPFCs)) 5,700 5,700 –– 11,90011,900
•• SulphurSulphur hexafluoride (SF6)hexafluoride (SF6) 22,20022,200
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GHG Emissions By Sector (U.S.)GHG Emissions By Sector (U.S.)
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Policy ToolsPolicy Tools
••Command & ControlCommand & Control
••Market mechanismsMarket mechanisms

––Carbon TaxCarbon Tax
––Incentive ProgramsIncentive Programs
––Cap & Trade / MarketsCap & Trade / Markets
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Command & ControlCommand & Control

Legislative command 
for all regulated 
entities to reduce by a 
fixed amount, e.g. 
30% below 
established baseline

Each entity has to 
comply regardless of 
the cost
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Cap & TradeCap & Trade
Legislative cap on 
emissions requiring 
total emissions 
reduction of, e.g., 
30%

Emission reductions 
are achieved by 
entities that can 
reduce emissions at 
the lowest cost
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Summary of Legislation Pending
in 110th Congress
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Bills Pending in 110Bills Pending in 110thth CongressCongress
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Early ActionEarly Action
Concrete StepsConcrete Steps
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GHG Reduction ProjectsGHG Reduction Projects

•• Process ChangesProcess Changes
•• Agriculture Agriculture 
•• Energy Efficiency / Alternative EnergyEnergy Efficiency / Alternative Energy
•• GHG Capture and DestructionGHG Capture and Destruction
•• Carbon Dioxide Storage and SequestrationCarbon Dioxide Storage and Sequestration



Strategic AnalysisStrategic Analysis
Carbon Exposure Assessment Carbon Exposure Assessment 

Carbon Opportunity AssessmentCarbon Opportunity Assessment

CARBON
CLEAN



CARBON
CLEAN

Carbon Exposure AssessmentCarbon Exposure Assessment

•• How will my suppliers, business operations How will my suppliers, business operations 
or products be affected by climate change or products be affected by climate change 
legislation?legislation?
–– UpstreamUpstream
–– DownstreamDownstream
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Carbon Exposure AssessmentCarbon Exposure Assessment

•• Supply impactSupply impact
–– Will my raw materials be regulated?Will my raw materials be regulated?
–– Will my raw materials prices increase?Will my raw materials prices increase?
–– Should I consider bundling, unbundling or Should I consider bundling, unbundling or 

offsetting the carbon content of my raw offsetting the carbon content of my raw 
materials?materials?
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Carbon Exposure AssessmentCarbon Exposure Assessment

•• Operations impactOperations impact
–– Industrial operationsIndustrial operations
–– Office / Facilities managementOffice / Facilities management
–– Energy consumptionEnergy consumption
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Carbon Exposure AssessmentCarbon Exposure Assessment

•• Product impactProduct impact
–– Will my product be regulated?Will my product be regulated?
–– Will my customers demand Will my customers demand 

product changes?product changes?
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Carbon Opportunity ReviewCarbon Opportunity Review

•• Does my company have any processes, Does my company have any processes, 
operations or products that could be operations or products that could be 
altered to lower GHG emissions?altered to lower GHG emissions?
–– What is the What is the relativerelative cost of doing so?cost of doing so?
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If the legislation is If the legislation is 
still pending still pending ……



Fast second: How smart companies bypass Fast second: How smart companies bypass 
radical innovation to enter and dominate radical innovation to enter and dominate 
new marketsnew markets. . 

-- PaulPaul GeroskiGeroski,, Mark Mark ConstantinosConstantinos (2005).(2005).

A A Fast SecondFast Second lets other companies innovate and lets other companies innovate and 
experiment to create new markets. Then the fast second experiment to create new markets. Then the fast second 
enters the market just as the dominant design is about to enters the market just as the dominant design is about to 
emerge, helps create the dominant design, and uses its emerge, helps create the dominant design, and uses its 
[size] position to capture the market.[size] position to capture the market.
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A A Fast SecondFast Second lets other companies lets other companies 
innovate and experiment to create new innovate and experiment to create new 

markets.markets.
•• We have learned from the successes and We have learned from the successes and failures failures of of 

the Kyoto markets.the Kyoto markets.
•• The basic building blocks and infrastructure have The basic building blocks and infrastructure have 

been created.been created.
•• Trading in the EU ETS exceeded $20 billion in 2006.Trading in the EU ETS exceeded $20 billion in 2006.
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The fast second enters the market just as The fast second enters the market just as 
the dominant design is about to emergethe dominant design is about to emerge

•• The US has two significant regional markets The US has two significant regional markets 
coming online in the next 12 to 24 months.coming online in the next 12 to 24 months.

•• There are 5 Climate Change bills pending in There are 5 Climate Change bills pending in 
Congress, and all of them contemplate using Congress, and all of them contemplate using 
some form of tradingsome form of trading

•• The imperative to link to global markets will The imperative to link to global markets will 
dictate the basic parameters of the US marketsdictate the basic parameters of the US markets
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The fast second helps create the The fast second helps create the 
dominant designdominant design

•• Stakeholders will get a better seat at the tableStakeholders will get a better seat at the table
•• Participants will have a better shot at Participants will have a better shot at 

maximizing the value of their assetsmaximizing the value of their assets
•• The real value will be in the detailsThe real value will be in the details
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The fast second uses its position to The fast second uses its position to 
capture the marketcapture the market

•• The impacts here will be economy wide The impacts here will be economy wide –– the the 
““marketmarket”” isis your product marketyour product market

•• The companies that are able to take early The companies that are able to take early 
advantage and reduce their costs or, better, find advantage and reduce their costs or, better, find 
new revenue streams, will capture the marketnew revenue streams, will capture the market



Early ActionEarly Action
Controlling the risksControlling the risks
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Early Action Risk Early Action Risk --
•• The reductions achieved today may not The reductions achieved today may not 

be fully credited under the legislation that be fully credited under the legislation that 
is ultimately passedis ultimately passed
••I may unintentionally set my I may unintentionally set my 

compliance baseline highercompliance baseline higher
••I may generate reductions that wonI may generate reductions that won’’t t 

be useful in a compliance marketbe useful in a compliance market
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Early Action Risk ControlsEarly Action Risk Controls

•• Good project selection, planning and Good project selection, planning and 
managementmanagement

•• Legislative monitoring and Legislative monitoring and participationparticipation
•• Keep the back door openKeep the back door open
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What else can we learn What else can we learn ……
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Getting it rightGetting it right

•• DonDon’’t underestimate the value of these t underestimate the value of these 
opportunities or the importance to your opportunities or the importance to your 
businessbusiness

•• The industry is relatively new, but The industry is relatively new, but 
remarkably developed remarkably developed –– take advantage of take advantage of 
the lessons learned and the existing the lessons learned and the existing 
expertiseexpertise


