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Dr Frederic Schneider

Ssummary

« That the UAE will host COP28, one of the prominent
global summits, on arguably the most pressing topic
for humanity is a testament to the country’s growth
in diplomatic stature. Equipped with a vast portfolio
of capabilities and the cachet of a regional leader in
sustainability, the country can leave a mark in history
with this summit, equal to or even larger than the 2015
Paris Agreement, and realise the world’s last chance to
mitigate climate change.

» However, COP28 will also be by far the most ambitious
challenge for UAE diplomacy yet. Global greenhouse
gas emissions are on track to radically transform the
climate with catastrophic consequences for the world,
but especially the Gulf region. If the world fails to
enact rapid, deep, and sustained mitigation efforts,
the UAE will face existential threats to infrastructure,
economy, health, national security, and regional
stability. COP28 provides a vital opportunity for the
UAE to take the lead in climate action.

« Moreover, as history shows, COP meetings more often
result in failures than in significant success. Thus,
to achieve meaningful climate progress, a COP host
needs to work boldly on multiple fronts, from the local
to the global, and think in new directions.

is a Lecturer at the University of Birmingham, Dubai. He received a PhD in economics from the
University of Zurich and has previously held posts at the University of Cambridge, Yale University
and the University of California at Berkeley. He specialises in labour economics, organisational
economics, and behavioural economics. His analyses focus on economic policy of the Gulf States,
particularly the transition to a post-oil economy. Many of his articles have been featured in the
London School of Economics’ Middle East Centre Blog, the Washington Institute for Near East
Policy and the Arab Gulf States Institute in Washington.

+ To this end, the UAE has the opportunity to lead by
example and intensify existing domestic efforts on
climate action. These policies include a redoubled
commitment to reduce fossil fuel consumption and
accelerating the push towards renewable energy
production; as well as bold new ways of thinking,
including divestment of sovereign wealth funds from
fossil fuels, introduction of carbon pricing schemes,
and credible commitment to phasing out fossil fuel
production.

» Such a strong domestic record will then provide the
reputation and leverage to engage in multi-tiered
green diplomacy. Beyond the various UN bodies
and bilateral diplomacy, a reinvigorated GCC will
provide the platform for regional transformation
in areas like renewable energy, smart grids, and
transportation infrastructure; and OPEC can serve as
a forum to discuss commitments to limit hydrocarbon
production.
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The Issue — Global Action Urgently
Needed to Tackle Climate Change

The 2022 report by the IPCC Working Group II paints
a dire picture for the world’'s climate. Evermore
frequent and extreme climate disasters are already
costing hundreds of millions of dollars per day.? The
future will bring widespread desertification, collapse

Figure 1°

So far, however, globally enacted policies have not
prevented greenhouse gas (GHG) concentrations
from rising and even accelerating (Figure 1).3 As a
result, global temperatures have increased relentlessly
(Figure 2). Scientists at the Climate Action Tracker
predict that current (2021) policies will result in a
global temperature increase of 2.7°C by the end of the
century.* Consequently, evermore drastic measures
are necessary to still achieve the 1.5°C target. The
Glasgow Climate Pact, adopted at COP26, reckons that
GHG emissions need to be cut by 45% by 2030, and net

Figure 38

of terrestrial and marine ecosystems, food insecurity,
massive migratory flows, economic, political and
societal instability, and intra- and interstate conflicts.
The report warns that there is only a “brief and rapidly
closing window of opportunity” and urges for “deep,
rapid and sustained emissions reductions” if global
warming is to be kept within tolerable limits.

Figure 2

zero needs to be reached by mid-century, while a 2022
report suggests that there is a 50% chance that the
1.5°C limit will be reached as early 2026.% The policies
agreed in Glasgow leave much on the table, with the
British COP26 president offering tearful apologies.®
As UN General Secretary Antonio Guterres remarked
in the closing address, “it is an important step but is
not enough. We must accelerate climate action to keep
alive the goal of limiting global temperature rise to 1.5
degrees.”” This is the ambitious task set for the host
of COP28.

Figure 4M



The Exposed Gulf

The Gulf is more exposed to the climate emergency
than other regions. Annual average temperatures in
Dubai have risen by 3.7°C from 1983 to 2021, or about
0.1°C per year, compared to only 0.03°C per year in
London (Figure 3).8 This rapid increase is threatening
to make vast areas uninhabitable (Figure 5);° “ultra-
extreme” heatwaves with sustained temperatures
above 56°C, droughts, sandstorms and even tropical
cyclones are projected to increase in frequency in the
region;'® and an acceleration in the rise of sea levels
will hit the coastal metropolises (Figure 4).M

Figure 5°

The Potential and Perils of COPs

The world’s governments meet for annual Conferences
of the Parties (COP) of the United Nations Framework
Convention on Climate Change (UNFCCC) to assess
progress and plan further action. Hosting such a
conference will give the UAE the unique opportunity to
pursue its national self-interest to mitigate existential
climate risks while also demonstrating its ability
for global diplomatic leadership. The country has
repeatedly demonstrated its diplomatic capability to
successfully host large-scale events, from the annual
World Government Summit to the Regional Dialogue
for Climate Action Summit to Expo 2020.

But an impactful climate summit is uniquely
challenging. Very few COPs result in comprehensive
accords, and even then, their implementation faces
almost insurmountable hurdles (“they talk, but they
don't do,” as Queen Elizabeth reportedly remarked
about COP26). All previous COPs have failed to
produce decisive action to slow down climate change
significantly. Most even fail to produce declarations of
intent on par with climate change’s threat to humanity,
with few exceptions such as the Kyoto Protocol in 1997
and the Paris Agreement in 2015.
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Consequently, the Gulf economies will be hit harder
than others, with drastic declines in GDP (Figure 6).12
Moreover, the Gulf is surrounded by politically and
socially volatile areas — including East Africa, Yemen,
Palestine, Iraq, Syria, Lebanon, and Iran - whose
situations may escalate and spill over into the Gulf
Cooperation Council (GCC) region as climate-induced
disasters increase in frequency and severity.”™ Thus,
climate change is fast becoming a threat to the survival
of governments and, indeed, nations in the Gulf region.

Figure 62

Given these precedents, the likelihood of effective,
binding climate action coming out of COP28 is small.
In the worst case, there is a sizeable risk of diplomatic
failure. Meetings like Chile and Spain’s COP25 show
how host countries can come under fierce scrutiny
from the international press, the scientific community
and climate NGOs. The hosts garnered a reputation for
diplomatic ineptitude, as co-host Chile, especially, was
criticised for “irresponsibly weak [...] leadership” who
“played a bad hand poorly.”

Moreover, the benchmark for a successful COP is rising
inexorably as the time to mitigate the worst effects
is rapidly running out for policymakers. Any outcome
that fails to cut emissions drastically will be judged a
catastrophic failure.

Butthehighstakesalsocreatethe potentialfor COP28to
be a historic turning point. The UAE combines uniquely
favourable factors for success: the urgent necessity to
avert the existential climate-related threats looming
over the country; its expertise in hosting global events;
a foreign policy with the ambition to leave a mark; a
reputation for progressive, future-oriented visions;
the stated ambition to transition from a hydrocarbon-
to a knowledge-based economy; and a central role in
global GHG emissions, both as major consumers and
suppliers of hydrocarbons.
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Policy Options for the UAE

The IPCC's 2018 report urges the world’s nations to
become carbon neutral by 2050. Some countries
have set themselves more ambitious goals. Bhutan,
Suriname, and Panama are already carbon positive;
Norway has pledged to become carbon neutral by
2030, Austria by 2040. Three European legislations
— Germany, Sweden, Scotland - have passed binding
laws to become carbon neutral by 2045. Most nations,
however, have issued non-binding statements to
become carbon neutral by 2050, matching the IPCC
date. In 2021, the UAE issued a statement of intent to
the same effect,’™ which is still more ambitious than
Bahrain, China, Russia, Saudi Arabia and Singapore,
whose goal is 2060.

To be a convincing broker, credibly orchestrate
negotiations, and achieve binding, meaningful
agreements, a COP host leads by example and takes
radical climate action at home. With its vision to
transition away from a fossil fuel rentier state to a
productive, knowledge-based economy, and with
pioneering projects such as Masdar City and the
Mohammed bin Rashid al Maktoum Solar Park, as
well as being home to the International Renewable
Energy Agency (IRENA), the UAE is on the right track to
becoming such a host.

However, more is needed to burnish the green
reputation. Although, in 2020, the UAE revised its
Nationally Determined Contribution (NDC) target to
a more ambitious goal, as with many other countries,
this new target is still rated as “highly insufficient” by
the Climate Action Tracker.'® Therefore, new demand-
and supply-side mitigation policies - tailored to the
region’s multiple peculiarities — as well as universal
policies like carbon pricing, carbon divestment, and
fossil fuel phasing-out are necessary.

Demand-Side Mitigation

The Gulf is at a disadvantage regarding the demand
for hydrocarbons. Due to a combination of energy-
intensive industries and infrastructure, as well as the
regional climate, the GCC countries have some of the
highest per-capita GHG emissions globally (Figure 7)."7
The UAE's per-capita GHG emissions are currently about
a third lower than at their highpoint in 1991 but have
increased again by 12% after reaching a minimum in
2011. The current (as of 2018) level is the sixth highest
globally at 20.8t CO2 equivalent per year, six times the
amount of Norway, 2.5 times that of Singapore, 43%
higher than the United States, and 36% higher than
Saudi Arabia, but lower than Qatar and Kuwait.

Figure 777

These GHG emissions have many causes: Most of
the drinking water is desalinated, using prodigious
amounts of energy; for most of the year, hot
temperatures require air conditioning not only in
homes and workspaces but also in public spaces such
asindoor malls and indoor theme parks;™ US-inspired,
low-density, car-centric urbanism with considerable
distances between downtown areas and residential
suburbs maximises car traffic;?® regional travel
depends on short- and medium-haul air connections.?

Mostimportantly, resource extraction, a highly carbon-
intensive sector, is still the region’s primary (and still
growing) industry.?2 But even the current visions for a
post-oil economy hinge on replacing the hydrocarbon
sector with other industries that are still among the
worst GHG emitters: construction, air-travel-intensive
tourism and meetings-incentives-conferences-events,
and the notoriously under-reqgulated and polluting
shipping and logistics sector.2* Fortunately, the UAE
is already becoming a leader in greening electricity-
intensive industries through abundant, cheap solar
energy, with pilot projects in green metallurgy, green
hydrogen, green desalination, or green computation.?
But a lasting decline in industrial GHG emissions will
only come from a more sustained transition towards
post-industrial knowledge- and service-based sectors.

Urban Planning and Construction

Over the last two decades, the UAE has imagined many
innovative pilot initiatives to increase urban energy
efficiency. Masdar, a highly innovative planned city,
was launched in 2006. The city hosts the headquarters
of IRENA and Masdar Institute and was supposed to be
a hub for cleantech companies. Its pioneering concept
aimed at breaking with car-centric, high-emission
urbanism and centred on sustainability, mixed-use, and



carbon neutrality, harnessing solar energy, passive-
house designs and wind- and sun-optimised urban
planning. Conceived as a car-free zone, it was to be the
laboratory for a novel, pod-based personal rapid transit
system. Following the 2008 financial crisis, however,
the project is stuck in the development stage, with
completion currently expected by 2030. The original
transit concept was abandoned.

Pilot projects like Masdar or the more recent (and less
radical) Dubai Sustainable City have the potential
to spark and inspire a broader change of attitudes,
investments and, eventually, consumption patterns
towards energy savings and lower GHG intensity in
living, working, and transportation. However, as they
are small and costly, they have only limited scalability
and fail to deliver the “deep, rapid and sustained” GHG
reductions necessary.

Outside these planned neighbourhoods, LEED-certified
buildings have proliferated, promising lower residential
emissions. However, as LEED assessments are not
performance-based, it is hard to gauge how much
GHG emissions, if any, are saved and ignore broader
urban planning aspects.?® Newer trends show the
way to energy-positive buildings that generate more
energy than they consume, like Norway’s Powerhouses
and Germany’s plus-energy communities.?® Taking
inspiration from such examples, the UAE has the unique
opportunity to be a pioneer in developing energy-
positive buildings suitable for hot, sunny climates,
harnessing local know-how and traditional local passive
cooling techniques such as wind towers.?”

Desalination and Agriculture

The UAE’s growing population relies heavily on highly
carbon-intensive food imports and water desalination.
Producing more food locally could cut transportation
and increase food security and economic opportunity
in rural emirates. Local agriculture currently depends on
conventional desalination technologies. A combination
of fostering local agriculture and accelerating the
transition to solar-powered desalination has the
potential to reduce emissions significantly. This
transition is already beginning. The UAE is a pioneer in
greening desalination by powering the plants with solar
energy and recent pilot projects are also significantly
more energy efficient than traditional plant designs, but
scaling up the solar pilots to the entire water supply will
be a challenge.?®
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Transportation

Transport-related GHG emissions are high as the car-
exclusive infrastructure and low density of most cities
in the region make efficient, city-wide public transport
difficult. Long-term solutions will include a switch to
low-rise, high-density, mixed-use urban design with
car-free zones (such as superblocks).?® Short- and
medium-term options comprise reducing commutes
through fostering remote work and boosting electric
vehicles (EVs) through pervasive charging infrastructure,
subsidies for buying and charging EVs while discouraging
conventional vehicles through reduced subsidies on
petrol and diesel or, perhaps, a Singapore-inspired
certificate system for car ownership.3°

Alook at Calgary, Canada, caninform how low-emissions
urbanism may work even in low-density, suburbanised
cities.3' The city introduced ubiquitous light rail and
bus systems, moved downtown parking to peripheral
park-and-ride stations, and restricted car access to
downtown areas by removing freeways and introducing
access fees.

Medium-distance transportation in the GCC is mostly
car- and plane-based but could be substituted with
greener rail options. The UAE is planning a futuristic
hyperloop connection between Abu Dhabi and Dubai,
with possible connections to Saudi destinations that
would compete with air travel in terms of speed.
Different estimates exist for the start of commercial
operations, with 2021 estimates predicting cargo
transport in the coming years and passenger transport
at the beginning of the 2030s.32

As hyperloop’s feasibility, development time, capacity,
scalability, and costs are still uncertain, it is worth
remembering that there is a conventional highspeed
rail project that was supposed to connect the GCC
countries similarly to European countries and China.33
While less futuristic than a hyperloop, this project has
the advantages of known (lower) cost, no technological
risk and higher capacity. Most importantly, with enough
determination, it can be achieved in a matter of years.
The UAE is currently the only country making significant
progress on its part of the project, the Etihad railway.?*
COP28 will be the opportunity to revive the project.
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Supply-Side Mitigation

Greening Energy Production

The UAE has increased electricity production by 46%
between 2010 and 2020.3% As of 2020, the energy mix
included 98.5% fossil fuels (60% natural gas, 36% oil,
2.5% coal, 1.2% solar, 0.3% nuclear).*® The UAE Energy
Strategy aims to increase the share of renewables to
44% and nuclear to 6% by 2050.%7

Natural Gas

Natural gas It is about 40% cleaner than coal and is
thus a suitable stopgap solution. But as a fossil fuel, it
is still a significant source of GHG, emitting more than
ten times as much as renewables. Moreover, although
the UAE produces and exports natural gas, mainly to
Japan, the country has been a net gas importer since
2008.38 Thus, to reduce strategic vulnerabilities and
become energy self-sufficient, natural gas will need to
be substituted with renewables in the longer term.

Solar

Due to the UAE’s geography, neither hydropower nor
wind are viable options,3® making solar power the
ideal renewable: less than 0.3% of the UAE’s surface
area would suffice to produce the country’s entire
electricity demand with solar energy.

Indeed, the country has been leading the development
of solar energy in the region. The projects comprise
decentralised rooftop installations, such as Shams
Dubai (planned to provide 5 GW by 2030) and large
plants like “Shams 17, with a capacity of 100 MW.
Two more phases, Shams 2 and 3, were envisioned,
but the start of construction is currently uncertain.
The Mohammed bin Rashid al Maktoum Solar Park
is the largest solar energy project in the UAE and one
of the largest in the world. Once all five phases are
operational, it will produce roughly 5 TWh annually.
Again, the vital challenge will be scaling: many more
such projects are needed to cover a substantial portion
of the 130-140 TWh electricity that the UAE consumes
annually.4®

Nuclear

The UAE is also a regional pioneer of nuclear power
with the Barakah nuclear power station. Two of
the four planned reactors are already operational.
Once finished, the plant will provide about 40 TWh
annually, or about 30% of annual electricity currently
consumed, contributing an emissions-free baseload to
the country’s energy mix.

However, nuclear power is unlikely to extend beyond
Barakah, not because of safety concerns, vulnerability
to attack, orissues with nuclear waste disposal. Rather,
solar power is more cost-effective per Watt-hour than
atomic energy. Moreover, nuclear power has along lead
time and is a non-renewable resource whose supply
of nuclear fuels is inherently limited and must be
entirely imported, thus creating even greater strategic
dependencies than natural gas.

Perspectives for Green Electricity

To avoid a climate catastrophe, all countries, including
the GCC bloc, need to accelerate their transition to
clean energy production. Looking at precedents may
be helpful to see how other fossil-fuel-rich regions
have transitioned. Scotland currently produces 97%
of its electricity through renewables by leveraging its
windy climate.#' Norway achieves a similar share of
renewable energy, with 90% hydropower.#?> Morocco,
a leader on the Climate Change Performance Index that
produced 37% of itselectricity withamixof renewables
in 2020, demonstrates the economic opportunities of
becoming a green electricity exporter.#?

Limiting Fossil Fuel Supply

“The UAE is going through a stage where the key
component of our economy, which is oil, is coming to
an end,” as Sheikh Mohammed bin Zayed put it in 2017.44
Indeed, the UAE was one of the first oil-producing
countries to recognise the resource curse and plan the
transformation from a rentier to a knowledge-based
economy. Thanks to this foresight, the country was
able to avoid most of the perils of rentier economies.

In addition to making economic sense, the transition
away from a hydrocarbon economy is also in line
with the pressing need for phasing out fossil fuels to
mitigate climate change. In 2020, the burning of fossil
fuels emitted about 33 billion tons of C02.45 Limiting
fossil fuel production as the central mitigation policy
is gaining traction.#¢ Recent studies suggest that most
hydrocarbon reserves must remain unextracted if we
want to maintain a 50% chance of reaching the 1.5°C
warming goal (“unburnable carbon”).4” The executive
director of the International Energy Agency, Fatih Birol,
stated in 2021 that “if governments are serious about
the climate crisis, there can be no new investments
in oil, gas and coal, from now — from this year."8
Indeed, COP26 saw first steps toward phasing out coal
extraction.*® Phasing out oil and, eventually, gas are
urgent next steps for substantial emissions mitigation.
Yet, globally, hydrocarbon extraction shows no sign of
slowing. By 2030, production is projected to be double



of what is consistent with the 1.5°C goal, and a 2022
study lists 425 different extraction megaprojects, each
exceeding one gigaton potential CO2 emissions.5°

Oil production in the UAE has mostly hovered around 3
million barrels perday (bpd) since 2015, butboth oiland
gas extraction remains at historically high levels.® The
industry is still the largest in the country, its economy
still in the process of building high-productivity, non-
oil industries, and oil rents still the cornerstone of
public finances.5? On this backdrop, ADNOC announced
a largescale, long-term investment of $6 billion in
expanding extraction capacity, to 5 million bpd oil by
2030 and 12 million metric tons gas per year.5?

These investments promise returns in the medium
and long term, but only if the global demand for fossil
fuels remains stable. Not only are these future returns
increasingly uncertain given the highly volatile nature
of oil prices and the economic, environmental and
geopolitical factors putting pressure on fossil fuel
demand.’* Betting on continued demand for fossil
fuels over the coming decades could also be perceived
as a considerable conflict of interest for a COP host.

An alternative policy would be a moratorium on
domestic investments in extraction and refining
infrastructure. By investing the saved funds into
solar, green and knowledge-based industries, human
capital and education, research and development in
future technologies, such a moratorium will catapult
government spending from the second to the fourth
industrial revolution, from the bottom to the top of
the value chain. Each dirham not spent on oil and gas
will free billions of dollars for investments in a stable
post-oil knowledge-based economy as envisioned
by the government and avoid further economic and
strategic dependence on oil exports. And finally, such
a pioneering step would send a bold, forward-looking
signal of diplomatic climate leadership to the global
community.

Again, looking at international efforts may inform the
UAE's policy options. At COP26, Denmark and Costa
Rica co-founded the “Beyond Oil and Gas Alliance”
(BOGA), an intergovernmental association for phasing
out oil and gas production, and perhaps the boldest
initiative coming out of the conference.

Costa Rica, a vocal international advocate for
biodiversity and environmental issues, has long been
a pioneer of renewable energies, currently producing
98% renewable electricity and intending to reach
100% in 2030. Moreover, the country placed a
pioneering moratorium on fossil fuel exploration on
its territory in 2002, thus subscribing to the “leave-
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it-in-the-ground” principle and forgoing hydrocarbon
income from its offshore reserves. These policies have
earned the country the title of “UN Champion of the
Earth.”ss

Denmark, the other BOGA co-founder, host of COP15
in 2009, and top-ranked nation in the Climate Change
Performance Index, is the third-largest hydrocarbon
exporter in the EU. Its commitment to halt all new oil
and gas exploration and production licensing is thus
a clear signal to phasing out hydrocarbon production.
Denmark instead invests billions of Euros in offshore
wind power in the North Sea.>®

Fossil Fuel Divestment

As a capital-intensive industry, the fossil fuel
industry relies heavily on equity and debt to finance
its operations. Yet, studies have found that such
divestment strategies also tend to be neutral or even
beneficial for both returns and volatility and may
become even more so as the future of the fossil fuel
industry grows more uncertain.®? As an investment
that is becoming more financially and reputationally
risky, an increasing number of institutional investors
hesitates to finance fossil fuel industry. By reducing the
available financing for extraction projects, divestment
also has the effect of constraining the industry’s access
to capital, thus mitigating GHG emissions.

Investors as diverse as the government of Ireland,
Stanford University, Kings College London, the Church
of England, and the European Investment Bank have
enacted some form of exclusion of hydrocarbon
production-related assets. National governments have
taken similar steps with the Lofoten Declaration in
2017 and the pledge of 20 governments to divestment
at COP26.58

Sovereign Wealth Funds (SWFs) have also begun
implementing  socially responsible investment
strategies. Norway, “the poster child for responsible
management of oil wealth” and third-ranked nation
in the Climate Change Performance Index, controls
the largest SWF in the world.%® Since 2019, an integral
part of its ethical investment strategy has been a
commitment to divest from fossil-fuel assets. Other
SWFs and pension funds are already excluding fossil
fuel assets or are planning to do so, including funds in
New Zealand, Ireland, Alaska, and France.®®

The UAE controls some of the largest investment
funds in the world and as such, has substantial
financial clout.®' It plans to invest more in renewable
energies internationally but has so far not announced
any intention to divest from fossil fuel assets.%? Such
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a decision might just be good fiduciary practice,
stabilising returns and avoiding writing off stranded
assets. A decision to divest from hydrocarbon assets
would also have wide-ranging consequences for the
global sector and serve as a clear signal for the global
financial industry. Pioneering carbon divestment in the
Gulf region could then serve as impetus for a global
divestment agreement as a cornerstone of COP28.

Carbon Pricing

A more general instrument to reduce GHG emissions
is internalising the environmental externalities from
these emissions. There are two principal approaches,
carbon taxes and cap-and-trade (carbon trading). The
two methods differ in detail, but both are carbon/GHG
pricing approaches aiming to make polluters pay for
the damage associated with the GHG emissions. The
appealing feature of carbon pricing is that it is left to
the polluters to decide the most efficient ways to reduce
emissions.

Carbon pricing exists on multiple levels. Globally, the
1995 Kyoto Protocol introduced an emissions trading
system between nations but many cap-and-trade and
tax systems operate regionally, nationally, and locally.
However, GCC countries neither take part in the Kyoto
mechanism nor do they operate other carbon pricing
schemes (Figure 8).6% The UAE has thus the opportunity
to take the lead in the region and use COP28 to introduce
these critical tools for emissions mitigation.

Figure 8%

Canada and Norway are examples of large hydrocarbon
producers that have already implemented emission
disincentives. Canada, the fourth-largest oil producer
worldwide, has multiple national and regional schemes,
including both carbon taxes and carbon trading.%* On
the federal level, a 2018 law creates (dis-) incentives to
meet the reduction targets under the Paris Agreement.
Theseinclude a fossil fuel charge and a federal emissions
trading system for polluting industries. In addition, the
provinces have created their own carbon taxation and

trading schemes. Norway, although not an EU member,
has voluntarily acceded to the EU emissions trading
scheme. In addition, it has one of the highest taxes
worldwide on CO2 emissions and has announced to
more than triple that tax by the year 2030.%5

While there are currently no concrete plans for carbon
trading platforms in the Gulf region, investigations into
the matter have been conducted, including in 2010 by
the Dubai Initiative.®® Different voluntary platforms
have been suggested, from Dubai’s Multi Commodities
Centre’s initiative to trade in UNFCCC emissions
reduction certificates to plans for Shariah-compliant
carbon credits or, in 2021, Saudi Arabia’s Public
Investment Fund announcing its Riyadh Voluntary
Exchange Platform.s?

There is, therefore, an abundance of planning and
expertise to draw from if the political determination for
mandatory regional cap-and-trade were to materialise.
No plans for carbon taxes have yet been floated, as taxes
in general are a sensitive topic in the region, although
they would certainly fit well into the GCC's gradual
transition from resource-rent based to tax-based public
finance.

Green Diplomacy

Good domestic policy will be the precondition for
diplomatic success of COP28. As COP21 with the
historic Paris Agreement demonstrates, breakthroughs
like this are built on relentless, intensive efforts by a
large, professional diplomatic corps — in this case, the
EU’s Green Diplomacy Network.68 Therefore, beyond
becoming a pioneer in sustainable energy production
and consumption and assuming responsibility as a
world-leading supplier of products that are causing
climate change, the UAE needs to leverage its foreign
policy weight and diplomatic capabilities to spearhead
a climate diplomacy drive in the Gulf and broader
MENA region. COP summitry is only one pillar of green
diplomacy and will be embedded in a system of bi- and
multilateral diplomatic initiatives.

Bilateral and Multilateral perspectives

Two crucial bilateral axes will be with Saudi Arabia as
the largest GCC economy on the one hand and with
Egypt as the host of COP27 on the other. The most
immediate multilateral platformare therelevantbodies
of the United Nations (UNFCCC, UNEP, UN-HABITAT and
others) and energy-focused organisations such as the
IEA and IRENA. Two other key multilateral frameworks
will be the GCC and OPEC. As a central member of
both, the UAE is ideally positioned to use its leverage



to introduce bold proposals. Many of these proposals
can flow directly from the domestic strategies outlined
above.

For example, the UAE could harness the momentum
building for COP28 to spearhead GCC-wide climate
cooperation. The government could push GCC projects,
from harnessing the Gulf highspeed railway to replace
regional air travel and launching regional climate
change working groups — like the EU’s ‘Just Transition’
taskforce or a carbon-neutrality network modelled
after the 2050 Pathways Platform -, to initiating a
transnational smart electricity grid, a GCCG-wide cap-
and-trade scheme, or a divestment strategy for the
GCC's SWFs.*°

An obvious next step in global climate action, as
phasing out coal is ever more rapidly becoming a
reality after COP26, is the phasing out of oil. Therefore,
a key forum for climate multilateralism is OPEC. As one
of the major crude oil producers and a country with
the ambition to move past a hydrocarbon economy,
the UAE is in a unique position to take the diplomatic
initiative on one of the most daring proposals. Given
that the reduction of hydrocarbon production and
a moratorium on capacity expansion are essential
for mitigating climate change, the UAE's boldest
diplomatic move would be to initiate negotiations to
“leave it in the ground,” modelled after BOGA.

While this sounds farfetched, given OPEC members’
reliance on oil as government income, it bears
remembering that limiting oil output is the founding
principle of OPEC. Further, itisinthe members’ own best
interest to attenuate the most extreme consequences
of global warming, which, as outlined above, will hit
the Gulf particularly hard, and to accelerate their
stated goal of transitioning from volatile rentier
economies to modern knowledge-, technology- and
service-based economies. However, to convince other
members of such an initiative, the UAE will have to
rely on charismatic leadership, skilful negotiation, and
proven commitment to the cause.

These diverse green diplomacy initiatives work
towards a successful COP28, with binding agreements
on existential topics, such as divestment and phasing-
out of hydrocarbons.

Conclusion

While the task is enormous, the UAE is both in a
unique position and has abundant capabilities and
opportunities to be a prime mover on climate change
and finally turn the page on the lost decade of the
2010s.7° COP28 is, therefore, a diplomatic megaproject
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that promises extraordinary rewards but needs to be
managed skilfully to master the equally high risks of
failure.

To succeed, the UAE needs to undertake a coordinated
battery of domestic and international initiatives, some
of which have been outlined in this Insight. This can be
achieved by:

+ redoubling its efforts to move economy and
society past fossil fuel production through shifting
investments to education and training, research and
development, and green industries;

« massively expanding and accelerating some of
its most pioneering projects to reduce fossil fuel
demand, such as solar power, Masdar City, a carbon
market, or the Gulf Railway project;

+ initiating new, innovative projects leveraging home
advantages like developing energy-positive, cost-
efficient, passively-cooled houses and pushing for
zero-carbon water desalination; and

spearheading a triad of brave international initiatives:
- carbon divestment among Gulf SWFs;
- introducing carbon pricing in the GCC;
- and oil phasing-out through OPEC.

While certainly one of the most ambitious tasks
in the UAE's history, reducing energy demand,
greening energy supply, accelerating the economic
transition away from hydrocarbon extraction, and
spearheading regional and global climate cooperation
will demonstrate good global stewardship. COP28 can
become a diplomatic success on a truly global scale
with concomitant prestige and thought leadership.
The most spectacular and lasting prize for the UAE
would be if history were to remember COP28 as the
summit where the world’s nations finally turned the
tide in climate change. Equally importantly, these
policies will also wean the country off critical strategic
and economic vulnerabilities and reduce existential
threats to national security. In short, these policies
will not only signal global leadership in today’s most
existential international policy matter; they will also
be solid realpolitik.
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