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Good morning,

There is no doubt that human activities are changing the Earth's climate and
further change is inevitable. Human- induced climate change is a serious
environment, development and security issue affecting all developed and
developing countries, including the Republic of Korea. Behind the economic
growth The Earth's climate has and continues to change:

it has warmed, over the past 100 years;

the temporal and spatial patterns of precipitation have changed;

sea levels have risen; most non- polar glaciers are retreating;

the extent and thickness of Arctic sea ice in summer are decreasing; and
the frequency and intensity of many extreme weather events have increased.
Observed changes in climate, especially warmer regional temperatures, have

already affected biological systems in many parts of the world.
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It is very likely that most of the observed warming of the past 50 years can be
attributed to human activities increasing the atmospheric concentrations of
greenhouse gases from the combustion of fossil fuels and tropical deforestation.
Indeed, we cannot explain the observed changes in the Earth’s climate on

changes in natural factors alone.
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Projected changes in the atmospheric concentrations of greenhouse gases are
projected by 2100 to:

increase global mean surface temperatures by 1.1 to 6.4°C;

increase globally averaged precipitation, with the dry areas becoming drier and
the wet areas wetter;

increase global mean sea- level by 0.5 meters or more and

increase the incidence of extreme weather events such as hot days, floods and

droughts.
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Projected changes in climate during the 21st century will occur faster than at any
time in the past 10,000 years with predominantly adverse consequences for
developing countries and poor people within them:

crop production could significantly decrease in developing countries where
hunger and child malnutrition are already prevalent;

fresh water could become even more scarce in many areas of the world already
facing shortages;

low- lying Small Island States and deltaic regions could eventually disappear
under water, displacing tens of millions of people;

peoples’ exposure to malaria and dengue fever, already rampant in the tropics
and sub- tropics, could increase in some regions; and

loss of biodiversity will be exacerbated, with an increased risk of extinction for

many species.



For the 850 million people who go to bed hungry every night, and the 2 billion
people exposed to insect- borne diseases and water scarcity, climate change

threatens to bring more suffering in its wake.



A key question /s whal imitiatives should the Republic of Aorea lfake /i facking
climarte change?

The challenge for Korea is similar to other countries, which is to:

limit the magnitude and rate of human- induced climate change, by transitioning
to a low- carbon economy; and

reduce the vulnerability of socio- economic sectors, ecological systems and
human health to current climate variability and projected changes in climate by

integrating climate concerns into sectoral and national economic planning.
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A transition to a low- carbon economy will likely require:
energy sector reform;
appropriate pricing policies for carbon, and

a technological evolution in both the production and use of energy.

While many technological options already exist for cost- effectively reducing
greenhouse gas emissions, there are a number of low- carbon technologies which
are currently pre- commercial and need to be commercialized, including:

carbon capture and storage;

future generation biofuels; and

efficient photovoltaics.
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The Government of Korea should ensure that all government departments work
together to develop a national plan for both mitigation and adaptation, as well as
ensuring strong public support through outreach and communications and close

collaboration with the private sector.

Korea should develop a research and monitoring program to understand the
impacts of climate change, as the basis for undertaking a national risk
assessment. Such analyses will allow the development and implementation of
adaptation policies and practices that decrease the vulnerability of Korea to

current climate variability as well as projected changes in climate.

The Government of Korea should actively support the negotiations of a long- term
global equitable regulatory framework with intermediate targets that can limit

greenhouse emissions at a level that limits the increase in global mean surface



temperature to 2°C above pre- industrial levels.

Korea’'s support of such a global target, coupled with an ambitious binding cap
on their own emissions growth, would demonstrate leadership and send a strong
message to other emerging economies. Given Korea is a world leader in many
high- technology industries, this experience and expertise could produce the low-
carbon technologies and goods that are required domestically and provide the

basis for a strong export market.

The government of Korea could stimulate the private sector through domestic
policies that ensure both a domestic and export market for low carbon
technologies. Through:

public- private R&D partnerships for low- carbon technologies;

mandated renewable energy targets;

energy efficiency standards on buildings and vehicles; and

a mandatory price on carbon through either taxes, regulations or cap and trade.
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To stimulate cap and trade the Government should develop a domestic carbon
trading system, possibly starting with the power sector, linked and compatible

with the European Trading System and the emerging global trading system.

In summary, Korea is well placed to take a leadership position in the fight against
global climate change. The transition to a low- carbon economy should be
viewed as an opportunity to develop new markets and provide the basis for job

creation. The time for action is now.

Thank you for opportunity to address you today.
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It is expected energy growth will be much higher in the coming 25 years than it
has been in the past. This is especially the case for coal: in volume terms it will
grow fastest of all fuels.

Though non- hydro modern renewables grow at the fastest rate, the increment in

volume terms is still relatively small.
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Without additional policies global GHG emissions will increase from 28 Gt now to
62 Gt in 2050. This might lead to temperature increases up to 5 degrees C. G8
leaders have agreed that a decrease of emissions with 50% is needed to attain a
sustainable GHG concentration. Temperature will still increase by 2- 3 degrees C.
This implies a reduction in 2050 from 2050 (Business as usual) to 14 Gt. The IEA
calls this an energy revolution. Main elements are: energy efficiency (36% of
decrease, renewable energy (21% of decrease), carbon capture and storage
(19%) and improved power generation plus nuclear (13%). No nuclear makes the

package more expensive
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Such a package costs money, but not all elements. Energy efficiency even earns
money. Then we come to more expansive activities. Especially fundamental

changes in the transport sector are relatively expansive
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The Korean energy path is different from other OECD countries, which is
illustrated in two ways in the early 1980s Korea used less energy to produce its
GDP than the average of OECD countries, but now it uses much more. So it is
more vulnerable for high energy process. This is even more visible when we look
at energy consumption per head of population. In 1980 the OECD average was 4
times as high as the Korean level, now it is the same. In most European countries
it is only half the Korean level and declining. It will not be easy to change this
pattern. That has to be planned and organized in a comprehensive way, but
examples exist. Denmark became a rich country without any additional energy use,

since 1990 UK halved energy intensity in the same period.
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All changes have to start with energy efficiency. The IEA made 25
recommendations to G8 in Hokkaido, which they endorsed. IEA advises Korea to
implement them. You see examples in the slide, I'll mention 2 of them. Next to
standards for new houses, ambitions have to be higher. Passive energy houses
use 60% less energy than standard design and earn money over time. Objectives
for their share in 2020 could set a seamark.

Phasing out of incandescent bulbs. Implementation of these recommendations
will earn Korea money, but it takes tough organization and a multi- annual policy

approach. It is not exciting, but will be rewarding.
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Over the next 20 years, the world will experience a revolution in the way our
economy works. At McKinsey we call this a revolution in carbon productivity,
where—with business in the lead—we continue to drive economic growth while at
the same time dramatically reducing the carbon emissions that cause climate

change.
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Like the industrial revolution before it, the carbon revolution will generate huge
opportunities for businesses to innovate. Some of them are already planning to
aggressively to get ahead of the game. We will see the emergence of a whole
new construction sector, creating higher value- added jobs and delivering the
products and services needed for smart zero carbon buildings. 100 new
sustainable cities emerge. We are already experiencing the beginning of what will
be dramatic changes in the transport sector with the first serious challenge to the
internal combustion engine. We will see a real market value placed on natural
resources. And we are just beginning to see a real tipping point in consumer

behavior, favoring green.
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At McKinsey, we have invested heavily in building a deep economic analysis of
what it takes to transition to a low- carbon economy. This analysis is captured in
what we call the global cost curve for carbon abatement. Each of the blocks you
can see in the curve represents a different technology or initiative for reducing
carbon emissions, its cost, and its potential to reduce emissions. But this curve
also represents real economic value, and new market opportunity. The analysis
tells us that in a world with high long- term energy prices, it makes commercial

sense to aggressively drive for carbon and energy productivity.
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Let me just highlight 2 of the biggest new opportunities. First, we see a huge
future for electric vehicles, from full battery models to plug- in hybrids. They are
likely to take off in many of the world’s great cities during the next decade. The
industry expects more than 4 million new battery- driven models to be sold every
year by 2020. Combined with hybrids, some expect these new types of cars to
reach close to 50% of new car sales in North America and Europe. Additionally we
expect to see the development of whole new industries from battery and other
electric storage devices through to the IT software & system needed to make

smart transport with less congestion a real possibility.
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Second, a new era of solar power is approaching. In less than 10 years, the
sector has reached 100B dollars market cap. Solar growth will continue to
accelerate as the technology becomes more mature, and by 2020 could produce
15 times the power it does today, generating 150B dollars in revenue as it

dramatically reduces our dependence on fossil fuels.
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Korean companies have strong assets to win in these new global markets. In wind,
Korea already has a strong manufacturing base and is making many of more
sophisticated turbine parts. In solar, Korea’'s strength in semiconductor
manufacturing can be turned into massive competitive advantage. Korea has a
strong construction sector and two world class auto manufacturers who could

lead the next generation of electric vehicles.
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What it will take to win in the new global low- carbon economy? There are three
things to focus on now. First, it will require taking early action on technology.
Second, companies will need to forge new partnerships to build the value chains
for these emerging new markets. Finally, the optimal conditions for growth exist in
a regulatory environment which forces local companies to compete to win in the
race for low carbon leadership. The industrial revolution was about improving
labor productivity. The coming carbon revolution will unleash a wave of innovation

to drive economic growth while abating carbon.
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