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FOOD, FOSSIL FUELS AND
FILTHY FINANCE

Climate change is already making people hungry, and the use of fossil fuels is
largely to blame, representing the single biggest source of greenhouse gas
emissions globally. On current trends, the world will be 4-6°C hotter by the end
of the century, exceeding 2°C within the lifetimes of most people reading this
report. This will cause untold human devastation and exacerbate poverty and
hunger. Despite some steps in the right direction to tackle climate change, a
‘toxic triangle’ of political inertia, financial short-termism and vested fossil fuel
interests blocks the transition that is needed. To help break this, governments
must commit to phase out fossil fuel emissions by early in the second half of
this century, with rich countries leading the way.

GROW

www.oxfam.org coon. ure, raner. OXIFAM



SUMMARY

The world produces enough food to feed everyone. But every day more than
800 million people go to bed hungry. This is a scandal — and climate change is
set to make things even worse.

Fossil fuels are the single biggest driver of climate change; if the world is to
avoid exceeding dangerous global warming of 2°C, up to 80 percent of known
fossil fuel reserves need to stay in the ground.” In the absence of an
unprecedented change in the global use of fossil fuels, there is a serious risk
that the world is on track for a 4—6 degree temperature rise by the end of the
century, exceeding even the ‘worst case scenarios’ outlined by the
Intergovernmental Panel on Climate Change (IPCC).2 This could put up to 400
million people across some of the poorest countries at risk of severe food and
water shortages by the middle of the century,® with 25 million more
malnourished children — the equivalent of all of the under-fives in the USA and
Canada combined.” It also poses major economic and business risks as the
impacts of climate change start to be felt across rich and poor countries alike —
damaging property, limiting agricultural production and reducing labour
productivity. Unilever has said that it loses €300m ($415m) each year due to
extreme weather events such as flooding and extreme cold.®> Continued
demand for fossil fuels will also be accompanied by increasing — and costly —
impacts on health and local communities.

Avoiding these devastating impacts means a rapid and urgent transition to
low-carbon economies globally. Governments around the world are beginning
to wake up to this reality — President Obama recently announced new rules to
cut emissions from power plants by 30 percent by 2030; the European Union is
currently negotiating a ‘climate and energy package’ with new emission
reductions targets for 2030; China has recently hinted at ‘absolute carbon caps’
after 2016. These are positive steps in the right direction, but they fall far short
of what is needed — especially from rich and historically high-emitting countries
which have the greatest capacity to act, and which must demonstrate far
greater ambition if developing countries are to follow suit.® Recent moves by
large historic emitters including Canada, Russia, Japan and Australia to renege
on existing commitments and to embrace the dirtiest and riskiest of fossil fuels
— from coal to tar sands and fracking — send all the wrong signals to the rest of
the world. And while higher emitting developing countries cannot be held to the
same bar as rich nations, long-term carbon-intensive development is also
incompatible with keeping global warming below 2°C and risks locking these
countries into an over-reliance on fossil fuels.

In the absence of robust climate legislation, finance continues to flow unabated
into the fossil fuel industry. At the current rate of capital expenditure, the next
decade will see over $6 trillion allocated to developing the fossil fuel industry.’
In 2012 alone, fossil fuel companies spent $674bn on exploration and
development projects.® This private finance is facilitated by public finance,
incentives and tax breaks — with an estimated $1.9 trillion of subsidies oiling the
wheels of the fossil fuel sector globally every year, including the costs of paying
for its widespread damage.® In this context, fossil fuel interests therefore spend
millions of dollars every year lobbying to defend their bottom line, given that
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they have so much to lose from ambitious climate regulation. In 2013, fossil fuel
industries spent an estimated $213m lobbying US and EU decision makers —
well in excess of half a million dollars every day and totalling $4m a week. In the
US alone, the estimated yearly bill for lobbying activities by fossil fuel interests
amounts to $160m — the same amount that the government in Nepal has
estimated is needed for crucial adaptation actions that currently remain
unfunded.

This ‘toxic triangle’ of political inertia, financial short-termism and vested fossil
fuel interests stands in the way of the transition needed. The lack of necessary
government ambition to shift away from fossil fuels results in continued
investment by the global financial sector based on an assumption that fossil
fuels are here to stay — buoyed by the rhetoric of the fossil fuel industry itself.
This is despite the fact that a low-carbon future is both desirable and possible,
North and South, with sustainable low-carbon technologies rapidly decreasing
in cost and beginning to compete with dirty energy. Decentralized sustainable
renewable energy also offers significant opportunities to provide more suitable
and less costly energy access for the poorest and most marginalized
communities. Governments globally could tip the balance in favour of a
low-carbon future and send the right signals to unleash the finance for this
transition through committing to phase out fossil fuel emissions by early in the
second half of this century.

Rich countries can and must act first and fastest, urgently transitioning their
economies away from fossil fuels due to their historic responsibility for climate
change and their greater capacity to act. This in turn, alongside provision of
international climate finance where appropriate, will help to unlock the
necessary ambition from richer developing countries with rapidly increasing
emissions which are currently heavily investing in fossil fuels and will also need
to move concertedly towards low-carbon pathways in the coming decade if
warming is to stay below 2°C. As their economies grow they will have
increasing capacity to make these investments, building on the positive moves
they have already made in this direction.

Poorer developing countries — whose contribution to climate change is often
negligible and whose capacity to transition is lower — will inevitably have to
move more slowly, especially as fossil fuels can play an important role in
immediate social and economic needs. Where possible, these countries should
also start to seize the low-carbon opportunities that do exist — and the benefits
of which in some cases surpass fossil fuels — and rich nations should support
them with public funds.
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