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Impact of response measures and 
economic diversification

• Possible impact of response measures
• Implication for economic 

diversification 
• priorities for action

Possible impact of response 
measures

• On energy exporters:
– Reduction in fossil fuel 

use, esp. coal
– Increased use of gas, 

but constrained by 
transport cost

– Impact on absolute 
output level and 
producer prices of oil 
limited (Radetzki, 
2002)

• On heavy fossil  fuel 
users:
– CDM as a potentially 

significant mechanism 
to reduce emission, but 
prospect uncertain

– China and India would 
be major beneficiaries 
of CDM

– Mitigation a pressing 
issue
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Implication for economic 
diversification in OECs

• Oil revenue may not be 
significantly affected 
during the current 
commitment period

• But the need for economic 
diversification remains in 
order to deal with:
– Depletion of oil reserve
– Dominance of 

emission-heavy and 
water-intensive 
industries, which are 
unsustainable

• Priorities for action:
– Re-orientation of 

domestic economic 
policies to make non-
oil economic activities 
viable and competitive

– Formation of human 
capital

– Removal of energy 
subsidies 

– Market access
– Regional integration

Implication for economic 
diversification in China and India

• The situation:
– Heavy coal users 

and large emitters
– Relatively cheap to 

reduce emission
– Existence of energy 

subsidies
– Some political will 

to deal with 
emission

• Priorities for action
– Transfer of clean 

technology via FDI
– Institutional capacity to 

manage clean 
development, esp. 
CDM projects

– Removal of energy 
subsidies

– Mitigation to drive 
industrial restructuring


