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Introduction
At Ecometrica we have a joke about our graphs of vital statistics all going “up and to
the right”.
One graph that has been doing this unerringly over the past 55 years (since the measurements at
Mauna Loa, Hawaii began in 1958) is the atmospheric concentration of carbon dioxide, as measured by
infrared absorption.

Back in 1960 it was around 315 ppm. When I started working on climate and forests in 1994 it was
around 360 ppm and as many of you are aware, last year it passed the 400 ppm mark for the first time
in perhaps 15 million years.
If this is not concerning enough, the average annual rate of accumulation has increased from 1 part per
million per year in the 1960s to 2 ppm per year over the last decade.
In this document, I will offer some thoughts about the way things are unfolding and the role of the
ethical investor and the ethical business.

1. Simplistic Carbon Abatement Assumptions Have Seduced Policy Makers

Consultancy firms have not been shy about offering advice on how to solve climate change, and
McKinsey & Co’s signature contribution to the climate debate - the GHG abatement curve - has been
influential in framing the debate among policy makers and economists.
This conceptual model (right)
gives the impression that
there are plenty of easy
wins, followed by a gradual
increase in the marginal cost
of abatement, such that the
“low carbon economy” can
be readily brought about
by incremental taxes and
regulations - so called ‘carbon
pricing signals’.
Our experience of working
with
many
different
industries is that there is
much less ‘low hanging
fruit’ than many economists
predicted. We find that once
the rather limited set of low
cost or money saving opportunities have been taken up, there is then a steep rise or ‘cost wall’ that
limits further action, given available practical technologies.
Economists have not taken into account the cost of early retirement of existing assets, the inertia within
governance systems, social resistance to changes, the distraction effects to everyday conflicts and world
events and all the things that create barriers to technology adoption.
As a result of this technical and social inertia the effectiveness of carbon pricing is less than anticipated.
Take the case of UK fuel duty: at 58 pence per litre, it is already equivalent to around £220 per tonne of
CO2. A carbon tax of £20 per tonne would raise an additional 5 pence per litre but would probably have
limited effect on emissions.
The most effective environmental policies are those that push the adoption of new technologies and
phase out the old. For example, both the ACEA agreement and the Montreal Protocol worked to eliminate
ozone depleting substances, while also introduce clean air legislation that pushed the de-sulphurisation
and phase-out of lead in transport fuels. All these progressive technology programmes led to faster,
lower cost improvements than were predicted by industry commentators.
Another form of progressive legislation, with low costs of implementation, is the requirement to report
their environmental impacts. Companies make considerable efforts to maintain and improve their
positions relative to their peers. Reporting on greenhouse gas emissions is now a legal requirement
for listed companies in the UK, and we are seeing progress on benchmarking efforts in several sectors.
We have seen a correlation between financial performance and the ability of businesses to
report and make efficient progress on climate change and other aspects of natural capital.

2. The Rate of GHG Accumulation is Unlikely to Slow Before 2035

The embedded technology in our existing infrastructure, established trade systems and resource
models, along with population and economic growth projections and political hurdles, make it unlikely
that we will see reductions in emissions, in absolute terms, over the next 20 years. We will hopefully see
a slowing or cessation of growth in emissions over this period.
This means that we are very likely to see the atmospheric concentration rise by at least 2 ppm per year
for the next 20 years, taking us to 440 ppm around 2035, which is already into the territory of exceeding
the political threshold of a global increase in surface temperatures of 2 degrees Celsius.

Forests and oceans currently act as a brake on the rate of accumulation by absorbing half of what is
emitted. Deforestation and forest degradation undermines the terrestrial component of the sink, and
acidification may affect the oceanic sink. If these sinks saturate (and there is some evidence that this
may be happening) or worse, start to go into reverse, the rate of accumulation could easily rise to 3 ppm
per year.
It is therefore realistic to contemplate changes in the range of 2 to 4 degrees Celsius in the second
half of the century. Remember that the temperature increase will not be evenly spread and that the
northern latitudes and the centres of continents are expected to experience much greater warming,
although coastal areas will be more affected by sea level rise.

3. Get Ready for Change: Humans are Adaptable

On the positive side humans and societies are adaptable to environmental change.
Pre-industrial societies adapted to changes by migration, changing agriculture and governance
structures. Modern society, with the capability to source and distribute food, energy and materials
to almost anywhere on the planet, has many more options. However, these options come with big
implications in terms of the effects on society, effects on natural ecosystems and effects on the way the
economy unfolds.
Whatever adaptation choices we make, land and water resources are likely to become increasingly
conflicted, and all responses will create demands for new investment in infrastructure, logistics and
transportation.
Whether or not we regard these as “ethical opportunities”, they will nevertheless be expressed as needs.
It is pretty clear to me that the following areas will see strong growth in demand:
Infrastructure and civil engineering:
• Climate proofing of civic infrastructure (large scale) roofers (small scale)
• Water infrastructure (distribution and treatment), dams and sea defences
• Transport infrastructure (roads and rail)
Agricultural technology and forestry:
• Resilient crops
• Agrochemicals and veterinary products
• Food storage and distribution
• The maintenance and repair of Natural Capital
Health and wellbeing:
• Treatments for new and neglected diseases
• Improvements to health infrastructure
Disaster recovery
• Helicopters
• Temporary housing
• Emergency power, water, sanitation

In 2008 the US Department of
Defence delivered 68 million
gallons (300 million litres) of
fuel to its forward positions
in Iraq and Afghanistan every
month. That’s 1/10th of total
UK car fuel consumption.

Information and Financial Services:
• Planning and monitoring
• Insurance
• Investment to support adaptation and mitigation
In practice, design for adaptivity and resilience will become a mainstream component of many existing
industries.

We have the capability to adapt but what sort of society will this create? Will it be one that is
increasingly disconnected from nature by technology? Will inequalities become ever greater? To
what extent will climate change fuel instability? These are important, difficult questions.

4. What is the Role of the Ethical Investor & Future Reporting?

My final point is really a question. What is the role of the ethical investor in this adapting world?
Both mitigation and adaptation to climate change will impact on people’s lives and standards of living whether through the cost of energy, the choices available to them or the nature of the society they live in.
We already have some idea about which countries and social groups will be most affected by climate
change. Those with the least resources, most fragile state support and least resilient infrastructure are
likely to be most severely affected, and are most likely to feel compelled to migrate in order to adapt.
I suggest that the role of the ethical investor is to help support adaptation in a way that creates a more
resilient, just and sustainable society overall.
In other words, do your investments:
a) support moves towards a lower carbon future?
b) help society adapt in ways that are just, inclusive and sustainable?
So what of future reporting? Just as with financial information, emissions reporting must be based on
accurate and timely data. Businesses must, therefore, ensure they put
in place the right reporting framework and systems, to safeguard both
their legal obligations and heightened stakeholder expectations.
In the future we envisage greater convergence between the
measurement and reporting of environmental impacts, greenhouse
gases and natural capital. We intend to be at the forefront of this
movement, helping to shape the industry as we did with GHG
accounting.
Our role at Ecometrica is to bring clarity to the evidence underlying your
decisions and your actions. To provide the best account of progress,
risks and impacts.
Thank you for reading, and I look forward to further discussion.
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