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Recent global modelling studies suggest a decline of long-distance trade in energy carriers in future global
renewable energy systems, compared to today's fossil fuel based system. In contrast, we identify four drivers
that facilitate trade of renewable energy carriers. These drivers may lead to trade volumes remaining at current
levels or even to an increase during the transition to an energy system with very high shares of renewables.
First, new land-efficient technologies for renewable fuel production become increasingly available and
technically allow for long-distance trade in renewables. Second, regional differences in social acceptance and
land availability for energy infrastructure support the development of renewable fuel import and export streams.
Third, the economics of renewable energy systems, ie. the different production conditions globally and the
high costs of fully renewable regional electricity systems, will create opportunities for spatial arbitrage. Fourth, a
reduction of stranded investments in the fossil fuel sector is possible by switching from fossil fuels to renewable
fuel trade. The impact of these drivers on trade in renewable energy carriers is currently under-investigated by
the global energy systems research community. The importance of the topic, in particular as trade can
redistribute profits and losses of decarbonization and may hence support finding new partners in climate
change mitigation negotiations, warrants further research efforts in this area therefore.

Mitigating climate change requires a global transition towards energy systems with low or even negative greenhouse gas emissions. While there are multiple

options to design such systems, reaching very high shares of electricity generation from renewable sources is frequently considered to be among the best
available ones. Scenarios of such a global transition, summarized for example by the Intergovernmental Panel on Climate Change, indicate a decline in

intercontinental trade in energy carriers as electricity generation from renewable sources increases. In other words, highly renewable energy systems are

foreseen to be largely regional. This, however, is not necessarily the case. Quite contrary, intercontinental trade in renewable solar and electric fuels may

become a major option in the coming decades. Our article presents four main drivers of this development related to new technologies, regional differences in
social conflicts related to renewable energy infrastructure, the economics of renewable energy systems, and the possible continuation of the use of otherwise
stranded fossil fuel infrastructure. The development of global renewable fuel trade streams may cause unintended social, technical, and economic

consequences. We therefore call for a major research effort to increase our understanding of an energy future with high shares of renewable fuel trade.

Introduction

The transition to a low carbon energy supply is possible with a
range of technologies such as carbon capture and storage,
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nuclear energy, and renewable energies, according to recent
studies with integrated assessment models (IAM) published in
the latest IPCC report on limiting global temperature increases
to 1.5 °C." IAMs are used to study the long-term development of
our economies under climate change mitigation pathways. The
energy sector, as a major emitter of greenhouse-gas emissions,
is modelled in detail in most IAMs. IAM long-term scenarios
with a renewable energy share above 60% of global primary energy

This journal is © The Royal Society of Chemistry 2019
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Fig. 1 Long-distance trade in primary and secondary energy carriers between six aggregated world regions as share of global primary energy use. The
black line shows historical observations of fossil fuel trade.>® The coloured lines refer to 44 different IAM scenarios.” All scenarios have a share of
renewable energies in primary energy use above 60%. See appendix for details.

consumption by 2100 consistently show a decline in long-distance
trade in energy carriers (Fig. 1). In 2015, the observed trade in fossil
energy carriers between six major regional groups, ie. Africa &
Middle East, Asia, Europe & North America, Former Soviet Union,
Latin America & the Carribean, and Rest of World, amounts to a
share of around 23% of global primary energy use.f Trade in the
year 2100 declines to below 15% in 43 out of 44 IAM scenarios.
This is a consequence of a relative decline in both the use of fossil
fuels and the associated trade as well as a mostly regionalized
production of renewable energies. The long-distance trade of
biofuels, hydrogen derived from wind or solar energy, or electricity
is not even considered in many of the scenarios. Moreover, even
for the scenarios which assess trade in renewable fuels, trade
shares remain low. These findings in the IPCC scenarios are
consistent with a range of other published IAM assessments.”™
At the moment, the IAM modelling community therefore assumes
that a global renewable energy system relies less on long-distance
trade in energy carriers than today’s fossil fuel system, at least in
relative shares.

In contrast, we identify four drivers that facilitate long-
distance trade in a global renewable energy system. These are
linked to new technologies, social acceptance and associated
land availability, economics of renewable energy systems, and
the continued use of potentially stranded investments in the
fossil fuel sectors. In the following, we give an overview of these
drivers and identify important research gaps.

Driver 1: new technologies for producing renewable energy carriers

New technologies will enable future long-distance trade in
renewable energy carriers. Such trade either requires installing

+ Biomass and biofuels trade is not accounted for. In 2015, the share of these energy
carriers in long-distance trade was, however, less than 1% of primary energy use.”

This journal is © The Royal Society of Chemistry 2019

inter-continental electricity grids for transmitting renewable
electricity or producing renewable fuels and transporting them
with (existing) liquid or gaseous fuel infrastructure. Electricity
transmission grids allow economic benefits for trade over mid-
range distances, e.g. between North-Africa and Europe. However,
long-distance electricity transmission, e.g. between Europe and
the US, needs a decrease of transmission costs by a factor of 5
to make it economically viable.® Yet, transmission grids are a
mature technology, rendering significant cost reductions of
this order of magnitude questionable.

In contrast, liquid and gaseous fuels would allow for the re-use
of existing trade infrastructure. Currently, the only technically
mature, large-scale option for long-distance trade in renewable
energy carriers are biomass-based fuels, i.e. biofuels. However,
biofuels can sustainably replace at best a minor share of fossil
fuels in existing global energy systems, as photosynthesis has
low solar energy to fuel conversion efficiency.” This results in
high land requirements and, in turn, in an associated reduction
in natural carbon stocks due to land-use change and land
management.'® New technologies for renewable fuel production,
such as the production of hydrogen from water electrolysis
based on renewable electricity along with a potential upgrade to
gaseous or liquid carbon-based fuels, are associated with signifi-
cantly lower direct land impacts. For instance, a process that derives
hydrogen from electrolysis, using electricity from wind power (WP),
and carbon dioxide directly captured from air," could produce
between 410 GW h km™> a™" and 680 GW h km™? a~" of methanol.
In contrast, one of the most land-efficient biomass technologies
which is commercially available, ie. palm oil, can only produce
around 6 to 7 GW h km 2 a™* of biofuel (Table 1). The high land
efficiencies of new renewable fuel technologies make impacts
on natural carbon stocks in the vegetation negligible therefore.
In addition, these technologies allow for fuel production on

Energy Environ. Sci., 2019, 12, 2022-2029 | 2023
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Table1l Energy generation per area for renewable fuels assuming Brazilian production characteristics. We use direct impacts on land for the estimation.

For details, see appendix

Energy generation per area”

(GWhkm?a™")

Resource Process Product® Lower bound Upper bound
Commercially available technologies

Palm oil Transesterification Biodiesel 6.0 7.0
Electricity - photovoltaics (PV) Electrolysis H, 35 110
Electricity - wind power (WP)  Electrolysis H, 640 1000
Sugar cane - 1st generation Fermentation Ethanol 3.0 4.0
Technologies under development

Algae Transesterification Biodiesel 13 13
Eucalyptus Gasification and methane synthesis Methane 11 12
Eucalyptus Gasification and methanol synthesis Methanol 8.9 9.9
Electricity - PV and CO,° Electrolysis and methanation Methane 26 78
Electricity - PV and CO,° Electrolysis and methanol synthesis Methanol 26 76
Electricity — PV and nitrogen®  Electrolysis, ammonia synthesis, and ammonia cracking H, through ammonia 22 59
Electricity - WP and CO,* Electrolysis and methanation Methane 470 700
Electricity - WP and CO,° Electrolysis and methanol synthesis Methanol 470 680
Electricity - WP and nitrogen® Electrolysis, ammonia synthesis, and ammonia cracking H2 through Ammonia 410 550
Sugar cane - 2nd generation  Fermentation and gasification of bagasse Ethanol 7.0 7.0

% We assume direct impacts of technologies on land as an indicator of land-uptake and competition with agriculture and forestry. The spacing area
of wind parks and PV installations, which is more relevant for estimating production potentials, is larger (by two orders of magnitude for wind and
by a factor of 2 for PV)."*> For direct air capture of carbon dioxide, land requirements are considered in the table, but contain a relatively high
uncertainty. The energy requirement for direct air capture is in the range of 5-9% of the final product energy content. ? All production processes
have different amounts of co-products (primarily heat and/or electricity). © Carbon dioxide and Nitrogen are assumed to be taken out of the

atmosphere using direct air capture.

land with very low potential natural carbon stocks, i.e. potential
vegetation, such as semi-arid regions or even deserts. They are
therefore effective technologies in terms of climate change
mitigation.

Land-efficient renewable fuels can be broadly classified into
power-to-fuel technologies''* and solar fuel technologies.>"® Power-
to-fuel technologies use electricity, generated by any available
renewable power generation technology, for electrolysis of water'® or
carbon dioxide'” with potential subsequent upgrades to methane'®
or liquid fuels.**' In contrast, solar fuel technologies produce
renewable hydrogen or carbon based fuels directly from solar light,
water, and/or carbon dioxide using thermo-chemical®*** or photo-
electro-chemical>**** processes.

If the carbon dioxide is captured from the atmosphere,” these
fuels are carbon-neutral. All of these technologies are still under
development, not competitive on markets,*® and therefore not yet
commercially deployed. The exemption is hydrogen production
through electrolysis, which is commercially available although still
at low deployment levels globally.”” By 2050, however, pure renew-
able hydrogen production and Fischer-Tropsch synthesis of diesel
from renewable hydrogen and carbon dioxide are estimated to
become cost-competitive to their fossil counterparts.*®

Logistics and distribution do not necessarily constitute major
barriers to international trade of renewable fuels®® as some renew-
able fuels such as renewable methane and renewable diesel are
direct replacements of their fossil equivalents. For other carbon-
based fuels such as ethanol, methanol, and dimethyl-ether
(DME), however, the current infrastructure would have to be
adapted to some degree. Utilizing hydrogen, purely or stored in
chemical compounds such as methanol or ammonia, needs
even more infrastructure adaptation, both regarding transportation

2024 | Energy Environ. Sci,, 2019, 12, 2022-2029

and distribution, and regarding applications and final use.>*"*°

Today, hydrogen is not liquefied for overseas transportation at
large scale, despite liquefaction of hydrogen being a long known
process.*! Even though, first demonstration projects for overseas
shipping of hydrogen are underway.** Yet, at the current level of
technological development, energy needs and costs related to
hydrogen liquefaction prohibit large-scale commercialization.
Current estimates of future costs, however, show that the full costs
of renewable hydrogen including long-distance transportation can
become cost-competitive with renewable methane in the medium-
term,””*? in particular if hydrogen is stored in non-carbon fuels
such as ammonia.>****?* Therefore, new low-cost synthetisation
methods for hydrogen, methanol, and methane, based on renew-
able energies, will increase the opportunities for long-distance
trade of renewable fuels.

In our further analysis, we focus on renewable fuels produced
through electrolysis of water, assuming that the electricity is
generated through photovoltaics (PV), windpower (WP), and
hydropower. We refer to such fuels as ‘WWS fuels’. Our reasoning
is in principle also applicable to non-electricity based solar-fuel
technologies with high land-use efficiencies, although there are
differences in terms of their integration into the energy system:
while both, power-to-fuel and solar-fuel products can be used in
electricity generation, only power-to-fuel technologies consume
electricity from the grid, thus offering potential for demand-
side flexibility.

Driver 2: social acceptance of renewables and land availability

Significant trade streams in WWS fuels will be economically
competitive and reduce carbon emissions only, if some regions
produce surplus WWS. Currently, this is not the case, as no

This journal is © The Royal Society of Chemistry 2019
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Fig. 2 Primary energy use per area plotted vs. current WWS power generation per area. Single countries shown in the figure (i.e. Brazil and China) are not
included in the respective regions. SAM: South America, AO: Australia & Oceania, CA & C: Central America & Caribbean. See appendix for details.
Observation: Primary energy use is a rough indicator for final energy use, as it will likely fall with renewable electrification of most services. Jacobson
et al.** estimate a reduction of up to around 40% on average for energy systems with high shares of intermittent renewables.

global region is close to producing more WWS than its primary
energy use (Fig. 2). Therefore, a global renewable energy system
will require significant growth in WWS generation everywhere.
If growth in WWS generation is faster than growth in energy use
in some regions for extended periods, these regions may generate
surplus WWS fuels. For example, if future WWS generation per
area in Canada or Brazil converges to the current level of WWS
generation per area in Germany - at 473 MW h km 2> a™' - a
surplus of WWS fuels could be exported. Currently, WWS
generation per area has not converged globally (Fig. 2), but late
adopters of PV and WP experience faster growth in these
technologies than early adopters.*

The growth in renewable generation is driven by multiple
factors such as support policies,*® economic growth, size of the
electricity sector, and endowments with physical potentials.*”
Yet, the availability of land is a further important factor, often
neglected in studies of energy systems.’” While most regions in
principle have sufficient land available for WWS generation due
to low land requirements of WWS fuels (Table 1), a lack of
social acceptance associated with the deployment of the WWS
infrastructure is already observed today in some regions.*® The
relation between social acceptance and density of WWS infra-
structure is therefore crucial for understanding their future

This journal is © The Royal Society of Chemistry 2019

spatial distribution. Acceptance may remain constant with
the penetration level of WWS, if a strong shifting baseline
phenomenon® in the perception of renewable infrastructure
is present. In that case, convergence of WWS generation per
area is likely to be low globally, everything else equal, as regions
with high energy use will also be able to deploy large amounts
of WWS. If, in contrast, conflicts over new projects increase
with the penetration level of WWS, the speed of convergence is
likely to increase. Trade in WWS fuels can develop under these
circumstances, as regions rich in land in relation to energy use
will face less social conflicts when they increase the level of
WWS generation above their level of energy use.

In Europe, which has the highest WWS spatial density
globally, conflicts due to critical impacts of large-scale infra-
structure, in particular wind turbines, on the aesthetic perceptions
of landscapes, and on the environment are already observed
today.*® Some conflicts are however also related to trust and
planning procedures, and can be partly mitigated by better sharing
of information, by participatory processes in decision making,*’
and by improving procedural justice. Additionally, conflicts are
also present in regions with much lower WWS generation per area
compared to Europe, such as the United States** and Brazil, which
is a promising exporting country from the Global South. The

Energy Environ. Sci., 2019, 12, 2022-2029 | 2025
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livelihood of rural communities particularly in the North-East of
Brazil is negatively affected by the rapid expansion of wind parks
and, consequently, territorial conflicts are triggered.”* The
evidence does thus not yet allow for drawing clear conclusions
with respect to the relation between WWS generation per area
and social acceptance. In regions where the WWS generation per
area is much lower than in eg Europe, it seems, however,
theoretically possible to mitigate those impacts at lower costs, if
institutional capacities to deal with emerging conflicts are built-up.

We conclude that a core aspect in understanding the future
spatial distribution of WWS generation infrastructure is land
availability and associated conflicts regarding access to and control
over land. Existing theories of land-use change® do not address
the role of WWS generation infrastructure in the competition for
land. Accordingly, the most widely applied modelling approaches
for future global energy systems do not assess land requirements
for WWS generation infrastructure expansion in detail.>” For
understanding the role of trade in global renewable energy
systems, a comprehensive assessment of these processes is,
however, crucial and research in this field is therefore of
fundamental importance.

Driver 3: economics of renewable energy systems

Future energy systems will likely be electrified to a large extent.**
However, some applications in transportation and industry will

View Article Online
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require liquid or gaseous fuels as the costs of fully electrifying
these applications are prohibitively high. These applications
include air transport, trucks, shipping and energy-intensive
manufacturing industries.*®™*° Here, renewable fuels, tradable
over inter-continental distances and storable at low costs, can
provide a low-carbon alternative to electricity to allow deep
decarbonisation.

Moreover, renewable fuels could also have beneficial appli-
cations in future electricity systems. A series of studies has shown
that, in principle, electricity systems with very high shares of
variable renewables (VRES, ie. PV and Wind) are possible on a
country or continental level.>*> Different technological options in
the energy system, such as sectoral integration,> spatial and tech-
nological diversification of VRES generation,”® and integration of
different generation and storage technologies™ allow for operation
of electricity systems almost fully based on VRES. Yet, the system
levelized costs of electricity’® are lowest at a VRES penetration
well below 100%,®*® as depicted in Fig. 3. WWS fuels thus have
the potential to lower system costs of highly renewable electricity
systems, being a renewable, dispatchable source of electricity
generation.

Fig. 3 shows marginal system levelized costs of electricity at
different shares of VRES from three modelling studies for
Europe. The marginal costs of the systems at various penetration
levels of renewables are compared to cost estimates of introducing
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Fig. 3 Marginal system levelized costs of electricity (LCOE) for varying levels of VRES in total generation for different scenarios in three different

modelling studies>®~>8

coloured lines) compared to lower bound for costs of generating electricity from WWS methane?® (black dashed line). Scenarios

are derived for the period 2035-2050. Marginal System LCOE are calculated according to Reichenberg et al.>8 See appendix for details.

2026 | Energy Environ. Sci,, 2019, 12, 2022-2029

This journal is © The Royal Society of Chemistry 2019


http://creativecommons.org/licenses/by-nc/3.0/
http://creativecommons.org/licenses/by-nc/3.0/
https://doi.org/10.1039/c9ee00223e

Open Access Article. Published on 25 June 2019. Downloaded on 7/22/2025 1:24:32 AM.

Thisarticleislicensed under a Creative Commons Attribution-NonCommercial 3.0 Unported Licence.

(cc)

Opinion

some electricity generation from WWS methane, the lowest cost
option compatible to current electricity generation infrastructure.
For WWS methane powered electricity generation, we only took
into account variable costs, as the necessary power generation
infrastructure is already in place today in many world regions. We
chose WWS methane for the comparison, as it can easily substitute
fossil methane in power generation, while other renewable liquid
or gaseous fuels would require installing new generation facilities.

Using dispatchable generation and reducing the share of
intermittent electricity in the system has the potential to reduce
system costs significantly and allows for a more efficient use of
local VRES.>® At future cost estimates of electricity generation
from WWS fuels, these fuels would be competitive to VRES at a
renewable share of about 80% or above in most scenarios (Fig. 3).

While we have demonstrated that renewable fuels have the
potential to decrease the costs of highly renewable electricity
systems, this does not necessarily imply long-distance trade in
renewable fuels, as they might be produced locally. Yet, regions
with high energy use are often not the ones that are best endowed
with renewable resources.'® Moreover, even with the same
resource endowment, regions with high energy use have to tap
deeper into the available resources, meaning that more locations
with less favourable conditions have to be accessed, resulting in
increasing marginal costs of electricity supply from WWS.

For instance, in Germany, full load hours of PV generation
are a third of the best locations in Chile;*° and hybrid PV-WP
systems in Germany remain below 4000 full load hours, while
the same systems can reach more than 6000 full load hours in
some parts of Africa, North and South America, and Asia.*® Other
factors, such as available infrastructure, regulation, labour, land
and capital costs,®" also influence the economics of renewable
fuel projects. In consequence, differences in levelized cost of
electricity between regions may be smaller than bio-physical
differences would imply. For the example of Chile, production
costs are only half of those in Germany,** despite three-fold full
load hours. Still, these cost differences may allow for trade of
renewable fuels between Chile and Germany. Another example
of the possibilities of spatial arbitrage are solar-radiation and
land-rich Australia, on the one hand, and high energy demanding
East-Asia, on the other hand.®®

Global cost differences in the production of renewable fuels
together with comparatively low transportation costs of renew-
able fuels (see Driver 1) make long-distance trade in renewable
fuels economically viable. Such an undertaking would have the
additional benefit of decreasing climate change mitigation
costs, thereby fostering support for the necessary transition.

Driver 4: reduction of stranded investments in fossil fuel
sectors

The current fossil fuel energy system, consisting of infrastructure,
institutions, and behaviour, is a major factor to lock our societies
into a high-carbon world.** In particular coal and gas power
plants, as well as oil fuelled vehicles, are substantial infrastructure
assets that increase the lock-in effect.”> Actors who produce,
process and transport fossil fuels face the risk of huge stranded
investments due to a full decarbonization of energy systems in the

This journal is © The Royal Society of Chemistry 2019
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coming decades.®® This causes weaker incentives and less com-
mitments to mitigate climate change. Such stranded investments
could be partly avoided if the existing infrastructure serves as a
bridge to a low-carbon world. A sufficiently large renewable fuel
sector would allow such continued use of adapted fossil fuel
infrastructure, i.e. for transportation and distribution, and for
end uses.

Nevertheless, if renewable fuels are deployed at large scale,
stranded investments will remain high for fossil resource owners.
The largest owners of fossil resources, which should not be
burned under strong climate change mitigation, are China
and India, the Former Soviet Union countries, the Middle East,
and the US.®” These regions may, however, benefit from new
opportunities arising with the use of renewable fuels, as they
are endowed with substantial potential for renewable fuel
production.'® Using these resources to generate exportable
renewable fuels would help to offset the cost of abandoning
fossil fuel extraction to some extent. As a consequence, the
prevailing regional specialization in energy commodity production,
as for example in the Middle East, might well remain, supporting
energy trade flows also in the future.

Discussion & conclusions

We have presented four drivers of trade in renewable fuels in
global energy systems with high shares of renewables. These
drivers put into question the currently dominating view in the
energy system modelling community that renewables expansion
will cause a decline in long-distance trade in energy commodities.
We have discussed that new, land-efficient ways of producing
renewable fuels may become cost-competitive until 2050 and
therefore can allow for long-distance trade of renewable energies.
If these fuels are made compatible with the existing infrastruc-
ture for liquid and gaseous fuels in our current fossil energy
systems, e.g. by constituting equivalents to fossil diesel, gasoline,
or methane, they would allow avoiding stranded costs in the
fossil fuel sector. Countries with high energy demand densities
additionally have strong incentives for using renewable fuels, as
they allow for reduction of the conflicts caused by renewable
infrastructure expansion in densely populated regions. Additionally,
costs of imported renewable fuels may be lower than local
production, as the production costs depend on highly diverse
climatic, regulatory, land availability related, and economic
conditions.

On the contrary, other factors may hinder the advent of trade
in renewable fuels. Deploying renewable energy generators on
large scale is incentivised only under strict greenhouse gas
emission limits. If the global community cannot agree on far-
reaching mitigation measures, renewable energies in general
and renewable fuels in particular will account only for a minor
share in global energy supply. Also, global and bilateral agreements
on freetrade can have a strong impact on the opportunities for
trade. Likewise, deployment of renewable energies is often seen as a
measure to promote security of energy supply,” a formidable goal
of energy policy. Yet, trade in renewable fuels may be understood

Energy Environ. Sci., 2019, 12, 2022-2029 | 2027
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as a continuation of the current dependency on oil and gas
exporters by importing countries. Moreover, energy security is
relevant also on community level, where many small regions
strive for energy autarky.®® Finally, sourcing renewable fuels from
the Global South may cause adverse effects on local populations,
as has been observed e.g. in biofuel production schemes.*

Despite uncertainties in the future development of these
drivers, we are convinced that a major effort in the energy
research community is necessary to better understand possible
future trajectories of global energy systems: a future global,
decarbonized energy system depends on decisions we take in
the present, as the formation of energy systems is characterised
by strong lock-in effects. Today’s decisions therefore need to be
based on thorough understanding and analysis of available
future options, in order to support setting the appropriate
political agendas now.

Some of the uncertainties can be narrowed down by improving
our understanding of the scientific and technological fundamentals
of renewable fuel production, the associated economics along the
whole supply chain, social conflicts associated with renewable
energy infrastructure expansion, and preferences of actors in the
system for open or closed global energy systems. At the same
time, some uncertainties cannot be reduced, such as predicting
long-term political developments. Therefore, we call on the
energy system modelling community to explore these uncertainties
much more comprehensively than is the current practice. This will
allow deriving new scenarios of global de-carbonization and at the
same time support the definition of research and development
agendas today. Additionally, demonstrating potential gains from
trade might impact the attitude of fossil-fuel locked-in players, thus
fostering progress in climate change mitigation negotiations.
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