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» INTERVIEW o MICHAEL J WALSH, Executive Vice-President, Chicago Climate Exchange
'CCX offers market solutions to environmental issues’
MichaelJWalshisanoldassociate we offered a customised exchange
ofRichard Sandor, whoisbetterknown service to Tata Motors for selling its
as the father of carbon credits trading. carbon credits under the Clean De-
So, when Sandor founded the Chicago velopmentMechanism (CDM).
Climate Exchange (CCX) in 2003, he
chose Walsh asthe executivevice-presi- What are your predictions for the
dent. An accomplished economist, CDM market?
Walsh has been involved with carbon It’s impossible to say with certain-
credits trading on behalf of CCXs pre- ty where the CDM would be after
decessor; Environmental Financial 2012.Weconsideritlikeanyfirstgen-
Products. He has also conducted auc- eration mechanism. What is impor-
tions of sulphur dioxide emission al- tant is to recognise the impact of
lowances for acid rain reduction. He capital flows to developing coun-
spoketoFE’sRajivTikooduringhisre- tries, engagement of developing
centvisittoIndia. Excerpts: countriesand opportunitiesforclean
technology, which are very impor-
How did Chicago Climate Ex- tant in building a global response to
changecomeintobeing? climatechange.
Itwasinlate nineties that Richard
The Multi- Sandor saw the need for building a How do you ensure transparency
Commodit bottom-up system to offer market- and accountability?
y basedsolutionstosolveenvironmen- The amount of material that we
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talproblems. So, hesetuptheworld’s
first climate exchange in Chicago. It’s
avoluntary, but legally binding trad-
ing system to reduce greenhouse gas
(GHG) emissions.

What does voluntary, but legally
bindingmean?

The exchange members make a
voluntary, but legally binding com-
mitment to reduce their GHG emis-
sions. If members more than meet
their targets, they sell additional al-
lowances to those who fall short of
theirtargets.

The US has not ratified the Kyoto
Protocol. Is it hampering trading?

Probably, our activity would have
beenhigheriftheUShadamandated
system, but we didn’t set up the ex-
changeinthehopethatthe USwould
ratify the KyotoProtocol.

Even the future road map leading
tothe new climate change treaty is
notclearyet. Howdoyoucopewith
thislong-termuncertainty?

The space is completely saturated
with uncertainty both at the national
as well as at international levels. We
are taking alead to reduce the uncer-
tainty by providing rules on emission
reductiongoals, standardised audits,
standardised quantification and
standardised tradingrules.

Do you think such market moves
putpressure on political establish-
menttoact?

I don’t know whether it puts pres-
sure or not, but it does provide work-
ing examples of proven rules and
methodologies to ensure that signifi-
cant emission reductions can be
madeimmediately.

How is your affiliate European Cli-
mateExchangedoing?

The European exchange has been
active for three years now. Its mission

Are any more exchanges coming
upinthenearfuture?

We do expect there will be ex-
changesaround theworldand weare
taking steps to make it happen. The

is to provide low-cost trading for in-
strumentsthathavebeenestablished
bygovernmentaction.

It has already become the focal
point for carbon credits markets in
Europe and has captured large
chunks of trading, offering trans-
parency and low transaction costs.

What is the nature of your tie-up
with the Multi-Commodity Ex-
change ofIndia?

The Multi-Commodity Exchange
of India has a licensing agreement
with us to list small versions of our

Montreal Climate Exchange should
beactivated thisyear.

Besides, we have indicated very
publicly our intention to provide ex-
change services, standardisation,
lowtransaction costsand price trans-
parencyinanyenvironment.
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carbon financial instruments. It’s
easilyaccessible toIndian firmsatIn-
dian hours and in Indian currency.

Is the response of Indian compa-
niesencouraging?
Our open market mechanism is

very welcoming of Indian participa-

tion. Indian companies are already
participating in the exchange to in-
troduce mitigation projects in India.
They want the opportunity to gener-
ate income and reinvest that income
to reduce GHG emissions. Recently,

put out around the world is compre-
hensive and enormous. Perhaps the
mostimportantfactorisprovidingin-
formation on the price of carbon,
which s of critical importance in dri-
ving behaviours and responses as
well as planning and launching miti-
gation projects. And we are com-
pletelytransparenton pricing.

How are you addressing the sys-
temic shortcomings?

We need to make sure that all sec-
torshaveaclearsetofrulesandatrea-
sonable cost. It’s critically important
to have a structured approach that
makes sense and is credible. To opti-
mise the global response, we need to
leverage the diplomaticand business
resources. Markets don't drive emis-
sions down; standards do. Technolo-
gies and methodologies do. So, we
need to refine them as early as possi-
ble. If governments provide right sig-
nals and incentives to the private
sector, capital markets will offer a ro-
bustresponses.

Where do you see yourself in the
nextfiveyears?
Althoughit’simpossible to predict
international policies and politics,
there are strong signals that the US
willhave amandatory carbon credits
trading system. So, our transactions
shouldincrease manifold.

acleancar.

emissions. It’s
also desirable
because the
growth in ve-
hicularsalesis
increasingly
putting pres-
sure on infra-
structure.
Besides, the
emission load
from vehicles
is leading to
an increase
in pollution.

of diesel cars.
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Hybrids are good, but
we need to do more

The way forward is a multi-pronged
strategy to cut emissions

HEBudgetprovisiontocut
Tduty on hybrid cars from

24%to 14%isastepinthe
right direction to make them
more affordable in India, there-
by increasing their quicker
adoption by people. The hybrid
car uses both a combustion en-
gine and an electric motor for
propulsion and is an interim
stage in the full development of

Thisisastepthatwouldbring
India in step with advanced
economies. It will bring down
dependence on depleting fossil
fuel reserves and reduce the en-
vironmental costs of vehicular

their = popularisation  and
growth. In fact, all new things
are expensive until they attaina
critical mass. We've seen that
happen in the case of mobile
telephonyand mobilehandsets.
So,suchinitiativesneed support
fromall quarters.

While hybrid technology is
more eco-friendly, the initial
overallimpact—evenifthe pen-
etration increases to 5% (in the
US it’s about 3%)—on the envi-
ronment would be minuscule.

The way forward is to adopt
new technologies, but at the
same time not to forget the big
picture. While taking these
steps, we

What the finance minister
has done is to encourage man-
ufacturersto provide a futuris-
tic technology to give Indians
accesstocarsthatrunonalter-
native fuels. In fact, this year’s
auto expo in Delhi displayed a
slew of hybrid car options. Hy-
brid cars will also provide re-
lief to Indians willing or
aspiring to adopt another op-
tionto cope withrising costs of
petrol and almost phasing out

Hybrids are also more fuel ef-
ficient. Hybrid engines, howev-
much more
expensive, which is limiting

should not
stop short of
making other
efforts  that
/ can have far-
reaching im-
pacts on the
issues under
question.
Thereisaneed
to have a mul-
ti-pronged ap-
proach to
make sus-
tained pro-gress. Itincludes tak-
ing steps to address our basic
systemic issues like providing
better quality roads, working
signals, better equipped traffic
police and better public trans-
portinfrastructure.

While advanced economies
have exhausted these options
and depend on radically new
ones like hybrids for further im-
provement, we should consider
hybrids only as another weapon
in the arsenal in our fight for a
cleanertomorrow.

P

Colup;mN v

ARTHIK

Thewriterisassociatedirector,
Synovate Business Consulting

J

Electric car market rides green concerns

Green consumers or Hollywood types looking for an eco-cachet buy electric vehicles to make a lifestyle statement

Kristen Hall-Geisler

car dealership. First, there is

the coffee shop just inside
the front door. Second, the carsin
the showroom are small and
shaped a little funny. Some have
onlythreewheels; oneisavailable
inazebraprint. Allare powered by
electricmotors.

Ecomotion opened in Portland
in September 2007 and has sold
about125automobiles,including
the used hybrids that are keptin a
separateshowroombehindthein-
formation desk. Ecomotion has
become one of the top-selling
electric vehicle dealerships in the
country, selling cars from Zap and
MyersMotors.

“It was overwhelming for us to
see that it started out pretty
smooth,” said Steve Sharer, the
general manager, who sold regu-
lar cars for years before being
hired to run the dealership. “We
wanttobedifferent.”

There are dozens of dealer-
shipsinthecountrysellingelectric
vehicles, or EVs, including ones
made by Zap, Zenn Motor Co and
Myers. Many dealerships sell
models from several companies.

“Dealerships are whatwe need
more than anything right now;,”
said Alex Campbell, a Zap
spokesman. He said there were
about 50 independent dealer-
ships that sell its car, with the ma-
jorityonthe West Coast.

“Wefind thatmostautodealers
are not even aware that electric
cars are available today,” he said.
“Also, there is the challenge of
finding a dealer that believes in
the opportunity and is willing to
workforit.”

EnVironmental Motors in
Glendale, California, has become
an EV dealer for the second time,
reopening in 2007. The Sokolow
family, which owns several tradi-
tional dealerships in the area, es-
tablished EnVironmental Motors
in 2000, but the store closed in
2003.InMay2007,amidrisingin-
terest in alternative-power vehi-
cles, Taryn Sokolow reopened the
store, selling Zapsand Zenns.

ECOMOTION is not a typical

Ford Motor's Th!nk Neighbour vehicles are lined up at the company’s Ride and Drivg sow at Bay Harbour, ichigé

Though there are EV dealer-
ships around the country, many
are taking advantage of the West
Coast’s fusion of car culture and
green sensibilities. Tom Kelly of
Davis, California, attended a car
showinSanFranciscoandwasim-
pressed by the electric vehicles on
display. In April 2007, he and his
partner, Theo Drushell, opened
Davis Electric Cars, which sells
Zapsand Zenns.

Alternativepoweroncehadthe
alternative lifestyle image of hip-
pie owners driving odd vehicles.
Many dealers said buyers were
now people concerned about the
environment or Hollywood types
looking for eco-cachet. Sokolow
said she would not mind if her
showroom, which usually has six
models on display, had a more
crunchy-granola feel than a stan-
dard dealership to fit the image of
thevehicles.

That is one of the reasons she

will be moving the dealership this
spring from a former Buick show-
room started by her grandfather
toawarehouse.

For celebrities looking to make
a statement, Tesla promises that
its EV sports car will hit the streets
sometime this year. The first Tesla
dealershipisscheduled toopenin
Los Angeles, possibly in April, ac-
cordingtoDarryl Siry,a Teslavice-
president. He said many Tesla
buyers are in the technology busi-
ness in California. “They’re very
intelligent people with an engi-
neering orientation,” he said.
“They feel technology can solve
problems.” Dealers said many
people buy an electric car—beita
$11,200 Zap Xebra Sedan or a
$99,000 TeslaRoadster—asasec-
ond, statement-making vehicle.

“I'snotatypical carthatyougo
out and buy and drive to the
coast,” Sharer said. These cars
work well, where the land is flat.
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In Davis, California, Darlene
Kelly, Tom Kelly’s daughter-in-
law and the store’s manager, said
that Davis Electric Cars has sold
approximately 25 vehicles in the
last nine months and they have
gone mostly to families. “They
have kids, run errands and take
the kids to soccer practice,” she
said, adding that EV owners “are
giddy about their cars—they give
themnicknames.”

Some of the store’s customers
are professionals who live and
work in nearby Sacramento,
where she said parkingand charg-
ingarefreeinsome places.

Ecomotion has sold more Zap
cars, about 50, than any other
dealership in the country, accord-
ingtoCampbell of Zapand Sharer,
butit'shard foradealershiptosur-
viveselling EVsexclusively, which
is why Ecomotion also sells used
hybridslike the Prius.

BuyingacarfromanEV dealer-

n . . —Bloomberg

shipissimilartobuyingfromatra-
ditional dealer. Many dealerships
offer test drives and financing,
and service the cars they sell. But
there are also differences—they
couldactuallytrytotalkyououtof
buyingthecar.

Thedealerssaid theyneededto
make sure the car is right for the
buyer. The sales staff has to ex-
plain that driving a limited num-
ber of miles at a limited speed is
feasible for most people, but not
for everyone. Drivers with high-
way, hilly or long commutes
should buy something else.
Sokolow says she often asks a
prospective buyer, “How far is it
from your work to your home? I
needtoknowmiles.”

EV dealers also do not negoti-
ateonprices. “I’snotatraditional
thing that they’re buying,”
Sokolow said. “And it’snotatradi-
tional thing that we’re selling.”

—NYT



