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Carbon trading lies at the centre of global climate policy and is projected 
to become one of the world’s largest commodities markets, yet it has a 
disastrous track record since its adoption as part of the Kyoto Protocol.
Carbon Trading: how it works and why it fails outlines the limitations of an 
approach to tackling climate change which redefines the problem to fit the 
assumptions of neoliberal economics. It demonstrates that the EU Emissions 
Trading Scheme, the world’s largest carbon market, has consistently failed 
to ćap´ emissions, while the UN’s Clean Development Mechanism (CDM) 
routinely favours environmentally ineffective and socially unjust projects. 
This is illustrated with case studies of CDM projects in Brazil, Indonesia, 
India and Thailand.

UN climate talks in Copenhagen are discussing ways to expand the trading 
experiment, but the evidence suggests it should be abandoned. From subsidy 
shifting to regulation, there is a plethora of ways forward without carbon 
trading – but there are no short cuts around situated local knowledge and 
political organising if climate change is to be addressed in a just and fair 
manner.
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The Dag Hammarskjöld Foundation 
pays tribute to the memory of the second 
 Secretary General of the UN by searching 
for and examining workable alternatives 
for a socially and economically just, 
ecologically sustainable, peaceful and 
secure world. 

In the spirit of Dag Hammarskjöld’s 
integrity, his readiness to challenge the 
dominant powers and his passionate plea 
for the sovereignty of small nations and 
their right to shape their own destiny, the 
Foundation seeks to examine mainstream 
understanding of development and bring to 
the debate alternative perspectives of often 
unheard voices.

By making possible the meeting of minds, 
experiences and perspectives through the 
organising of seminars and dialogues, 
the Foundation plays a catalysing role 
in the identifi cation of new issues and 
the formulation of new concepts, policy 
proposals, strategies and work plans towards 
solutions. The Foundation seeks to be at the 
cutting edge of the debates on development, 
security and environment, thereby 
continuously embarking on new themes 
in close collaboration with a wide and 
constantly expanding international network.



The Copenhagen process must address the 
reality of the larger eco-systems challenge we 
face. Healthy ecosystems are a precondition for 
stabilising the climate system. But the current 
negotiations are not addressing critical issues 
related to the resilience of ecosystems and to 
ecosystem services and are thus seriously fl awed.1

During the autumn of 2006 the Dag Ham-
marskjöld Foundation, in collaboration with 
The Corner House and the Durban Group 
for Climate Justice, published a pioneering 
challenge to what had become the core of 
offi  cial international eff orts to solve the ever 
more visible crisis concerning climate change 
and the urgent need to reduce emissions.2 
Based to a large extent on the work of Larry 
 Lohmann, the publication was at the fore-
front of a necessary intervention to demystify 
the dominant exit options on off er – which 
were only ending in another cul de sac.    

Since then, public awareness has become 
more sensitised to the problems of treating 
carbon trading as a ‘silver bullet’ for solving 
the climate crisis. Common sense should 
 already suggest that things are not so simple: 
setting up a market in a new commodity is 
bound to be an invitation to traders to focus 
their ingenuity on profi t-seeking even if the 
results undermine climatic stability.  

Our publication soon became a standard 
reference book, and we registered record 

1 Bo Ekman, Johan Rockström and Anders Wijk-
man, Grasping the climate crisis: A provocation from the 
Tällberg Foundation, Stockholm: Tällberg Founda-
tion (undated, 2008/2009), p.17.

2 Carbon Trading: A critical conversation on climate change, 
privatisation and power (Development Dialogue, no. 
48), Uppsala: The Dag Hammarskjöld Foundation, 
September 2006. Like all recent publications, this 
volume is accessible for free download at the Foun-
dation’s website (www.dhf.uu.se). 

hits on our website.3 The huge demand also 
resulted in a second imprint, after well over 
10,000 hard copies had been distributed. On 
a more self-critical note, however, as nec-
essary as the fundamental analysis was, the 
sizeable volume of 350 pages contributed a 
considerable carbon footprint through the 
paper and energy needed for its distribution. 
In addition, while the book laid out con-
vincing arguments, it was not the most ef-
fective tool for those who needed a concise 
introduction to the problem. The idea of 
producing an updated shorter version there-
fore emerged quite soon, though the project 
required some time. Thanks to Oscar Reyes 
and Tamra Gilbertson and with the support 
of Larry Lohmann, we are now able to  off er 
this briefer, updated input for the discus-
sions around Copenhagen. 

At a time when carbon trading is still  being 
strongly promoted as the central solution to 
climate change, we continue to stress that 
it is, instead, part of the problem. But this 
volume also does not hesitate to look for-
ward and thereby complements a parallel 
eff ort looking into the challenges beyond 
Copenhagen.4 

Meeting today’s climate challenges requires 
a paradigm shift in our thinking and ap-
proaches. Market-based strategies have 
failed. We need to demystify the claim that 
price incentives alone will fi x matters. 

Henning Melber

3 The combined total number of downloads from 
the sites of the Corner House and the Foundation 
amounted to over 820,000 by October 2009, i.e. 
within three years.  

4 Ulrich Brand, Nicola Bullard, Edgardo Lander 
and Tadzio Müller (eds), Contours of Climate Justice: 
Ideas for shaping new climate and energy politics (Critical 
Currents, no. 6), Uppsala: Dag Hammarskjöld Foun-
dation, November 2009.
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Chapter summary

Chapter 1 »

introduces carbon trading, how it works 
and some of the actors involved. 

Chapter 2 »
explores the origins and key actors involved 
in building the architecture of emissions 
trading.

Chapter 3 »
examines the performance of the EU ETS 
and fi nds that it has generously rewarded 
polluting companies while failing to reduce 
emissions. Many of the scheme’s fl aws, from 
the overallocation of permits to pollute 
onwards, are found to be fundamental to the 
cap and trade approach more generally.

Chapter 4 »
outlines the performance of the CDM and 
looks at four case studies of CDM projects 
in Thailand, India, Indonesia and Brazil; it 
argues that off sets projects, even those that 
promote renewable energy, will not be a 
solution to climate change.

Chapter 5 »
outlines what could work and ways 
forward for political organising around 
questions of climate change. 
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that are escalating climate change – from 
forest dwellers’ movements in Brazil, to 
dispossessed populations struggling against 
hydroelectric dam projects from Panama to 
the Mekong delta, workers striking against 
the BP oil refi nery in Grangemouth, Scot-
land, and communities resisting LNG ex-
pansion in Astoria (Oregon, US), Asturias 
(Spain) and Aliaĝa (Turkey). These groups 
often lack a voice in the international arena, 
but their approach already goes far beyond 
the default thinking of global elites. 

No detours around politics
Q. At the talks you give to American au-
diences, you are often asked the question, 
‘What should I do?’.

A. Only by American audiences. I’m never 
asked this in the Third World. When you 
go to Turkey or Colombia or Brazil, they 
don’t ask you ‘What should I do?’. They tell 
you what they’re doing… These are poor, 
oppressed people, living under horrendous 
conditions, and they would never dream of 
asking you what they should do. It’s only 
in highly privileged cultures like ours that 
people ask this question. We have every op-
tion open to us, and have none of the prob-
lems that are faced by intellectuals in Tur-
key, or campesinos in Brazil… But people 
[in the US] are trained to believe that there 
are easy answers, and it doesn’t work that 
way… You want a magic key, so you can 
go back to watching television tomorrow? 
It does not exist. Somehow the fact of enor-
mous privilege and freedom carries with it 
a sense of impotence, which is a strange but 
striking phenomenon… There is no diffi  -
culty in fi nding and joining groups that are 
working hard on issues that concern you. 

But that’s not the answer that people want. 
The real question people have, I think, [is], 
‘What can I do to bring about an end to 
these problems that will be quick and easy?’ 
… But that’s not the way things work. If you 
want to make changes in the world, you’re 
going to have to be there day after day do-
ing the boring, straightforward work of get-
ting a couple of people interested in an issue, 
building a slightly better organization, car-
rying out the next move, experiencing frus-
tration, and fi nally getting somewhere… 
That’s how you get rid of slavery, that’s how 
you get women’s rights, that’s how you get 
the vote, that’s how you get protection for 
working people. Every gain you can point 
to came from that kind of eff ort.41

 
Noam Chomsky, 2005

Until environmentalists abandon the cre-
do that ‘it’s too late to stop carbon trading 
now’, they will be forced to continue to run 
through a repertoire of schemes to fi x the 
unfi xable – for example, certifying ‘best 
practice’ carbon projects, or instituting new 
sectoral markets to streamline and simplify 
the trade. Frustrated complaints about offi  -
cials’ ‘lack of political will’ are often heard 
from more committed environmentalists 
who have become indoctrinated into this 
dynamic, yet the more they become en-
meshed in roles as market verifi ers, monitors 
and corporate consultants the less they are 
able to face the extent to which they have 
been swindled. The harder it becomes then 
to acknowledge that political alliances have 
been made in a way that has undermined 
local struggles and ‘alternatives’.

41 Noam Chomsky interviewed by David Barsamian, 
Imperial Ambitions. Conversations on the Post-9/11 
World, Metropolitan Books, New York, 2005, p.39.
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To treat carbon trading as if it were an al-
ternative on a par with the political and so-
cial actions mentioned above signals a loss 
of political and historical perspective. In this 
light, the question, ‘What is your alternative 
to carbon trading?’, needs to be turned on 
its head. Carbon trading itself is a novel elite 
‘alternative’ for addressing climate change 
and undermines other, more fruitful main-
stream strategies of movements and net-
works such as those mentioned above. Not 
only are these strategies more ‘technically’ 
realistic than carbon trading, they are more 
politically realistic – provided environmen-
talists and other activists fulfi l their respon-
sibility to help build alliances that can make 
them so. 

There are no short cuts around the diffi  cult 
work of political organising and alliance-
building. There are no back roads or techno-
fi xes around the historical and international 
policies that have created climate change. 
No aspect of the debate on climate change 
can be disentangled from discussions about 
colonialism, racism, gender, women’s rights, 
exploitation, land grabs, agriculture and the 
democratic control of technology. Carbon 
trading will never address these critical is-
sues because the struggle against climate 
change has to be part of the larger fi ght for a 
more just, democratic and equal world.
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