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ICC SUBMISSION on the Review and Assessment of tHeffectiveness on the
implementation of Article 4, Paragraph 1(c) and 5pf the Convention

Companies all around the world are acting to addites risks of climate change, a
challenge inextricably linked with urgent needsrwre energy, increased development
and greater economic growth. Many businesses Hesady made major changes in how
they operate and have seized the opportunitigsrégress, entering new markets and
introducing new processes, products and serviggseduce greenhouse gas (GhG)
emissions.

With an expected rise in global population from &% billion, a 50% increase in energy
demand and a doubling of economic output in the BBxyears, it is critically important
to marshal the necessary technological resourcaddiess sustainability challenges and
increase the pace of technological innovation, ecajon and dissemination.

The International Chamber of Commerce (ICC) bebabat the availability of
economically feasible options to address the chgéeof climate change will depend on
the development, commercialization and widespresgkedination of both effective
existing technologies and new, currently non-conumétechnologies that can help
reduce greenhouse gas (GHG) emissions into thesatmoe. Moreover, innovation will
substantially improve the future performance ofent and proposed technologies. The
global economy today functions in the context ef tharket economy and, as highlighted
in a recent report of the UNFCCC Secretdritite private sector has been and will
continue to be, responsible for the vast majorityneestments and the development and
diffusion of the new and improved technologies thiéitbe essential to meeting the
challenge of global climate change. The abilitatoortize these investments and assure a
return to those who supply the necessary capitdasired by patent protection of the
inventions that will result from the private sectesearch and development effort.

The development and deployment of technologies tadress climate change will be
greatly facilitated if several key factors and funémental conditions are met:

» support to address investment risks related tantdolyy development;

» a stable economic system including intellectuapprty rights protection, strong
contractual arrangements and open trade;

* along-term commitment and dedication of resoubgesll partners;

» performance criteria for acceptable technology,rfsubanning of technologies based
on current performance;

» reduction and elimination of barriers to tradenvironmental goods and services;

» cost-effective solutions and supporting mechanishaaild be defined for advanced
infrastructure development including broadbandnmi@tion and communications
technologies;

* enabling frameworks should advance capacity-bugldin

* recognition and support by the UNFCCC for many aesrfor technological
innovation and dissemination;

TUNFCCC (2007). Investment and financial flows to address Climate Change.
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» the Clean Development Mechanisms (CDM) should mpkiied and more accessible
as well as keep all technology options open.

1. Business has been primary source of innovation —teh through cooperative
actions

Business is the primary source of innovation amayiped with the right environment, is

a critical actor in the development, demonstratcmmmercialization and dissemination
of technology. Business does not do this in isofaiind often forms partnerships with
governments, academic and other non profit reseagdmizations to leverage resources
and benefits. However, government and academicibatibns to innovation frequently
are in the area of basic research and demonstatidmequire large investments of
private capital to make the fruits of this reseaachilable to the marketplace. The most
efficient means of rapidly moving government anddenic research to market is the use
of patent licensing which gives the private sepintners the incentive to invest the
necessary capital in the joint enterprise. In palér, the success of several public-private
partnerships in North America, Europe and the A%&aaific regions highlight the
importance of building on successful models alragadgyractice. Governments should
increase funding for basic research and ensurgthiaies facilitate innovation and
dissemination of technology. They should also eragel more public-private
partnerships, particularly at the local and cityelle to address the critical challenge of
climate change.

2. Enabling Environments for Technology Development at Deployment

Technology Development and Deployment is a multi-pgse process

Global development and deployment of advanced tdobres to address climate change
will require appropriate institutional frameworkstellectual property rights protection,
market-based licensing of those rights, innovafiveling mechanisms - such as the G8
Clean Technology Fund to accelerate promising telcigies - and the removal of trade
and investment barriers. Technology needs and dajesbwill be different in the

contexts of mitigation and adaptation to climatarge. The successful deployment of
technologies in either case cannot happen in awa@nd will depend on the existence or
strengthening of various factors, including enapfimmework conditions, local
conditions and the engagement of local businessraorities and public authorities,
technology choices, infrastructure, and capacitiding measures.

Different stages of technology development

The barriers and challenges to, and instrumenjsdohnology development and
deployment are very different when talking abouhtelogies in the Research and
Development (R&D) phase or technologies that are eremature. There is a particularly
active role for the public sector at the beginrahghe technology chain (e.g. in driving
innovation), but as technologies move closer toroencial adoption, the role of the
private sector grows accordingly.
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Need for appropriate frameworks to encourage busirgs to undertake research and
development

Government policies should encourage businessdertake the research and
development required to create innovative technetothat will succeed in world
markets, particularly in developing countries. Goweent policies should increase their
funding of R&D and incentivize private researchyed at green ICT development and
deployment. Governments should also establishiaypiwamework for an

active contribution by ICT to energy efficiency.

3. Macro-economic and Regulatory Context The Use of the Marketplace

Governments should keep all technology options open

Establishment of lists of favoured or prescribezhtelogies would only hinder effective
long-term use of the most appropriate technoloigidlse countries where they are to be
used. Decisions to prohibit certain technologiesutbstances may lead to a potential loss
in emissions reductions due to a sharp declinevastment to optimize that technology
and could result in a significant increase in naitign costs. Innovation may over time
overcome the near-term identified barriers to the of certain technologies.
Consequently, it is important for governments tecsfy performance criteria for
acceptable technology rather than to ban or réséetinologies based on current
performance. Decisions about appropriate technodbgyld be part of the process by
which projects are approved by host countries. @Goxents should utilize energy
efficient technologies themselves and encouragadbetion of innovative technology
solutions that will enable end users to make gowdgy, carbon-saving choices and
businesses to facilitate carbon accounting.

Commercial transactions play a major role for techmlogy dissemination

Technology dissemination usually takes place inctir@ext of commercial transactions
between private or public bodies. Most companigmga in bi-lateral, company to
company commercial arrangements as well as compacgnsumer relations. Companies
enter such transactions based on many factors'rigid” partner, an “attractive” market,
access to raw materials, transparent, stable amthbte legal and financial structures,
safe and secure working conditions and a good lwodkforce. In these situations,
companies are encouraged to make a long-term conemitand to integrate with local
culture and valuessovernments have to be aware of this commerciaiesd when trying
to determine policies to enable technology develamnand deployment in the climate
change context.

Voluntary market-based approaches offer favourablecost-effective and flexible
conditions

A wide range of voluntary approaches, initiativasg agreements involving business
provide custom-tailored long-term responses, aftgaarly and cost-effective action and
allowing for great flexibility to suit the differérronditions and circumstances in various
countries and industries. A broad diversity andyeaof voluntary actions have helped to
promote technological progress, many of which idelsetting goals, taking measures to
achieve them, and monitoring and communicating fv@igress and achievements. This
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is an iterative process that promotes learningeligment of best practices and
modification of goals to promote continued improwsn

Box 1: Key contributions and considerations for tebnology cooperation and
capacity building
Enabling frameworks should also be created andtaiagd within the business
community and by individual companies. Technologgperation and capacity building
(human and institutional) should be seen as ‘valdding’ to the core business. Key
contributions and considerations from businessuohel

* Respecting the needs of countries and communitiedich the

technologies will be used

» Providing education, training facilities and progia

» Protecting the environment

* Building relations with stakeholders

* Realising mutual benefits

4. Intellectual Property Rights (IPR) are essential fo technological innovation
and deployment

Intellectual property rights, particularly paterpgspvide the primary means for assuring
necessary private sector investment in the inventievelopment and deployment of the
technologies needed to reduce emissions. When goegits consider potential
mechanisms to foster transfer of technology inUN&CCC context, they should not
resort to solutions that might jeopardise the asslanle of patents by creating additional
burdens on intellectual property owners. In patéicuhe restrictions on the use of
mechanisms such as compulsory licensing contaméuei TRIPS Agreement, should be
respected when technologies are transferred framational market to another. Any
limitations on free market licensing of technola&iould be limited to extremely rare
short-term situations involving true national engrges in which there is no alternative.
Compulsory licensing should never be used to olm@ammercial advantage for the
country receiving the technology. To do otherwismuldl jeopardize all transfer of
technology across national boundaries and preherntransnational cooperation essential
to addressing changes in the earth’s environmanttinscend national borders.

Evidence on the correlation between IPRs and thegse of foreign direct investment
(FDI) projects has been evident in Eastern Europktlae former Soviet Union where,
according to the World Bank wherari increase in IPR protection shifts foreign
investors’ preference away from projects focusioigly on distribution and towards
setting up manufacturing activiti@s The results (...)” suggest that weak IPRs have a
negative effect on the likelihood of investmenisgomade. In addition, the enforcement
of IPRs affects the type of investments made: comepéend to avoid investing in local
production if IPRs are weak and concentrate insteadlistribution facilities. (...) These

2The World Bank (2003). "Foreign Direct Investment, Technology Transfer and Protection of Intellectual
Property Rights'. Presentation from Javorcik, B. WIPO-WTO Joint Workshop on Intellectual Property Rights
and Transfer of Technology.
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results are consistent with the notion that intell&l property protection stimulates
formal technology transfer”

Box 2: Role of Intellectual Property Rights to encarage technology development anfl
deployment

Intellectual Property Rights serve a number of intgrdt roles, including:

* Providing incentives for businesgo invest in risky (research) projects aimed at
meeting market needs. IPR provide the incentivedonpanies to invest in the
development of low-carbon technologies, particyladtents. Businesses will investlif
they have reasonable certainty that they will biefieim their success. This certaint)
is provided by the ability to protect revenue tigbhuPR.

* Giving legal clarity and certainty for technology transfer transactions to take plage
IPRs are necessary to identify what technologyansfer. IPRs provide the
framework around which legal agreements for teatgyptransfer can be structured,

* Enhancing, in the case of early patents, resear@nd developmentas well as
encouraging technology diffusion - patents reqtheepublication of technology, a
valuable tool for research and development.

5. Factor Market Conditions -Partnerships, Open Trade and Incentives for
Technology Innovation and Deployment

Business is the main source for technology develoemt and deployment

Companies bear the costs of developing such teabiesl and need to realize a return on
their investments for them to be sustainable. Rekeand development of new
technologies require significant investment in bieéindware and scientific expertise. Most
ideas regarding technology leads fail to becomenceruial
products/services/applications, and for every ssgfokinnovation, many good ideas fall
by the wayside — some require substantial fundefgre this happens.

Business needs support to address investment riskedated to technology
development

Technological innovation is inherently risky yetiill be increasingly essential to deploy
and develop innovative solutions necessary to atgignd adapt to climate change.
Business must be encouraged to take these risksieBdhat fulfil the expectations of
both the providers and the users of such solutionst be identified and implemented.

Public-private sector cooperation can stimulate ingstment and fill gaps

Public-private sector partnerships predicated @misg of good practice and technologies,
and stimulating investments in developing countsé®uld be pursued. The challenge is

to encourage more such transactions in global nedédechnologies and processes that

can contribute to the objectives of the UNFCCC. &fféncies and intergovernmental

3 The International Bank for Reconstruction and Development / The World Bank (2005). “Intellectual
Property and Development, Lessons from Recent Economic Research”, New York : The World Bank
and Oxford University Press. p. 13 and 8
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organizations can hereby facilitate the partnerbeipveen the private sector and
governments by filling the gaps through:

* Building capacity

* Supporting infrastructure investments

* Raising awareness

* Funding

Box 3: Asia-Pacific Partnership on Clean Developmeérand Climate

Inaugurated in January 2006, the Asia-Pacific Rastrip between Australia, Canada,
China, India, Japan, Republic of Korea, and theddhbtates aims to accelerate the
development and deployment of clean energy tecliesaelated to climate change,
energy security and air pollution. Eight publicyatie task sector forces have been
approved by the partners: 1) aluminium, 2) buildiagd appliances, 3) cement, 4)
Cleaner Use of Fossil Energy 5) coal mining, 6) pogeneration and transmission, 7)
renewable energy and distributed generation, arste@f.

Open trade and the economic growth provide the contions in which technology
development and deployment is best achieved

Trade liberalization is a key factor in the diffoisiand deployment of climate friendly
technologies particularly to developing countriesleed, international trade and the
economic growth it creates will continue to fodtes development of clean technologies
and their deployment and dissemination worldwidéedive policies to combat the
challenges of climate change will be helped bypbsitive development of the
multilateral trading system. Trade and investmeatimportant means for business to
promote capacity building and technology developnae deployment, especially
through foreign direct investment. In that regdmasinesses will site investments
according to acceptable requirements for investreeatrity and with the potential for a
competitive return. One very tangible measure forowe the synergy between trade and
climate policy is the reduction and eliminationbairriers to trade in environmental goods
and services, so that more climate-friendly tecbgichl solutions will be more widely
accessible and affordable. Although the Worth Tr@dganization is the appropriate
forum for these discussions, it is an example of ttie UNFCCC discussions can
catalyze action in other areas.

6. Product Market Conditions - the Choice of Technology

All technologies are important as no one-size-fitall solution exist

A wide range of technologies will be needed, wité thoice of which technology being
dependent on local circumstances. There is no Saeefits all” solution. No single
technology appears to have the potential to prothdemajority of emissions reductions
necessary to stabilize atmospheric concentratibgseenhouse gases. Many technologies
can make a difference now, and in many casesyvarkable now given the right
conditions. For the long-term, innovative technadsgwill have to be developed and
brought to market.

4 Asia-Pacific Partnership. http://www.asiapacificpartnership.org/
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Assessment is needed to set priorities

Many options have been identified for improvingagreouse gas emissions reduction
technologies. Properly conducted technology assa#snare useful in deciding which
technologies are most appropriate for given cirdantes, which options are likely to
have the highest probability of success, and wésgarch might improve future cost and
performance.

Box 4: Example of carbon mitigation technology

Carbon dioxide capture and geological storage (GE€&)echnology with a very great
potential to contribute to emissions reduction friange point sources of CO2 emissiong
especially from coal-fired power plants. For ingarthe IEA estimates that the use of
CCS would account for 20% of the global GHG emissiteduction effort to 2050 in an
active mitigation scenario relative to their BaselScenario where no further action to

reduce emissions is assumed and that “CCS for pgaregration and industry is the moEt

important single new technology for CO2 savitig©ther studies of stabilization find th
CCS begins to make an important contribution tagaiton in the period around 2030,

t

with large-scale deployment in the latter halfleé tentury. Many countries are depencIent

on fossil fuels to meet their energy needs anc¢amnemitted to their continued use.

Box 5: Example of climate change adaptation technogly
In many cases, adaptation technologies already. @agisseminate these technologies

more widely, appropriate mechanisms must be pptace to build the necessary capaqty.

For example:

* Accommodate the changing climate by storing watetams so it can be available
during drought periods, and

* Improve seed varieties with traits, such a betilsrance of stress, salinity, drought,
and temperature extremes that will be importanattaptation to climate change.

5|EA (2008). “Energy Technology Perspectives” p. 41
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7. Infrastructure - Long-term Investment

International coordination and conditions needed taddress long-term investment
risks

Investment decisions for long-lived facilities anérastructure typically involve
considerations extending for decades. Consequéhége decisions may be affected by
the details of an international arrangement. Tltaseinclude operative period, emissions
obligations, participating Parties, covered gagkxjal warming potentials, flexibility
mechanisms, and procedures for compliance and ompl@ance. These details need to
be worked out and defined transparently so thagstmaent risk can be assessed.

Infrastructure needs to be in place for successfuechnology deployment

Technology deployment may be not useful or evesiptsswithout human resources and
physical infrastructure like access to electric@)2 pipelines, roads, buildings or “old”
as well as “new” communication technologies to d@yeimplement, manage, monitor
and maintain technologies. Infrastructure develaproéten presents challenges for
countries due to high cost and long-term plannyaies. However, to allow technology
development and deployment to address climate ehaogt-effective solutions and
supporting mechanisms should be defined by goventsrier infrastructure development
and infrastructure. Centres of excellence thatgsrmesearchers and engineers from
different countries together to enhance researdhirarovation could offer one possible
solution.

8. Education & Training - Capacity-Building for Technology Deployment

Human and physical resources necessary to assurel@ology deployment

Technology cooperation is inextricably linked te throader enterprise of capacity
building. Technologies are in and of themselvessadficient, and issues of infrastructure,
national circumstances, training and maintenange tabe factored into the formulation
of policies. For the benefits to be realized iroartry, necessary human and physical
resources must be available to utilize the techgywlo

Box 6: Recommendation to advance capacity building

To advance capacity building, governments should:

e Unleash technology innovation and nurture knowleblgeed development.

* Create incentives and market premiums for technedognd business processes
that meet the climate change challenge

* Enhance communications infrastructure and toolsh s13 Internet services
especially broadband, to facilitate access to eartsfer of information

* Nurture knowledge to industry associations andgasibnal associations to
support the private sector in developing toolsddrass climate change

» Build scientific, technological, and managementacdes in developing countrie
to enable people, governments, and enterprisesdctlgl assess and assimilate the

\"ZJ
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challenges posed by climate change and initiaeeg¥e actions
* Ensure that adequately trained persons are awailabVork technologies obtaine

2

9. UNFCCC Perspective: Technology Development and Deptment
Extension of existing and new market mechanisms

Technology transfer is underlined in the Unitedibla Framework Convention on
Climate Change in Article 4°%nd has been managed by the Expert Group on Tiegjyno
Transfer (EGTT) which has carried out consideraimek including the development of
technology needs assessments. It is also a fundahpamt of the Bali Roadmap. We
encourage the UNFCCC to recognize and support #me/ravenues for technological
innovation and dissemination that contribute, whespecifically under the Convention,
through partnerships, or in commercial transactidnaditional technology development
and implementation needs to be enhanced and breaderelp support the
implementation of climate policies and objectivesler the UNFCCC and Kyoto Protocol
through tools such as the Clean Development Meshani

Box 7: Recommendations on the evolvement of the @le Development Mechanism
Countries that participate in the Kyoto Protocoldnaecognized that the Clean
Development Mechanism (CDM) has not lived up toestations in bringing investmen
and technology to developing countries and suppeit efforts to pursue cleaner energly
pathways. CDM and other Kyoto mechanisms will neeelvolve to contribute to the
necessary actions in developed and developing gesnlts procedures should be
simplified and rendered more accessible.

a) The CDM should continue to recognize national eimstances and priorities as
especially important, while fostering maximum co@ien, for instance, throug
sectoral approaches that promote clean developwigla addressing host counny
local needs and priorities.

b) The CDM should keep all energy and technology aystiopen, and allow the hogt
country to render definitive decisions on the pertgehat are to be sited in their
jurisdictions, avoiding positive or negative teclugy lists.

6 “The developed country Parties and other developed Parties included in Annex Il shall take all
practicable steps to promote, facilitate and finance, as appropriate, the fransfer of, or access to,
environmentally sound technologies and know-how fo other Parties, particularly developing country
Parties, to enable them to implement the provisions of the Convention. In this process, the
developed country Parties shall support the development and enhancement of endogenous
capacities and technologies of developing country Parties. Other Parties and organizations in a
position to do so may also assist in facilitating the fransfer of such technologies. »
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The International Chamber of Commerce (ICC)

The International Chamber of Commerce is the ldrgesst representative business
organization in the world. Its thousands of mendmnpanies in over 130 countries have
interests spanning every sector of private enteepA world network of national committees
keeps the ICC International Secretariat in Pafarmed about national and regional business
priorities. More than 2000 experts drawn from IC@ember companies feed their
knowledge and experience into crafting the ICC atamm specific business issues. The
United Nations, the World Trade Organization, arahgnother intergovernmental bodies,
both international and regional, are kept in towdn the views of international business
through ICC.



