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New report: reliance on carbon trading is a false solution to climate change

Barcelona, 5 November (Josie Lee)-- Amidst the backdrop of discussions closed to observers at the Barcelona climate talks, Friends of the Earth today released the research report: ‘A Dangerous Obsession - Evidence against carbon trading and for real solutions to avoid a climate crunch’. 
This report addresses the strong focus on carbon trading by developed countries in the intergovernmental discussions and at home, to the detriment of other effective and efficient means to reduce carbon emissions. It also takes a critical look at important issues such as “sectoral crediting”.

The Friends of the Earth England, Wales and Northern Island (FoE EWNI) research report evaluates whether carbon trading can deliver the necessary emissions reductions to avoid dangerous climate change quickly, strategically, and in a just and equitable way. It also looks at what alternative tools are available to governments. It was developed in the context of increasing talk by developed countries, particularly the European Union (EU), about forming a global carbon trading system. 

According to the report, evidence suggests that carbon markets are ineffective at driving emissions reductions. For example, results from Phase I of the EU Emissions Trading Scheme (ETS) indicated a 1% increase in greenhouse gas emissions per year. Phase II of the EU ETS has already allocated 400 million tonnes of excess permits, so again there is little incentive to make carbon emissions reductions. 

The report argues that trading also fails to drive technological innovation; leads to lock-in of high-carbon infrastructure; allows for, and relies on, offsetting; creates a risk of subprime carbon; and provides a smokescreen for lack of action on climate finance by the developed world. The report highlights the role of powerful interest groups from Western industry and finance behind the drive to extend carbon trading globally, and calls for an immediate halt to this expansion.  It argues firmly that there is no substitute for strong domestic action in developed countries.

The report also highlights how the increased use of trading mechanisms is being pushed by the EU in the negotiations under the UN Framework Convention on Climate Change (UNFCCC), including proposals on market finance for Nationally Appropriate Mitigation Actions (NAMAs), sectoral trading, sectoral crediting, Reducing Emissions from Deforestation and forest Degradation (REDD) and Clean Development Mechanism (CDM) expansion.  

Many hours of negotiating time in the Ad Hoc Working Group on Long-term Cooperative Action (AWG-LCA) is being spent on these proposals, which would rapidly and dramatically expand offsetting globally and further extend carbon trading to developing countries.  While they are portrayed as tools for achieving mitigation, they are in fact entirely unproven with many fundamental underlying problems, many of which are examined in detail in the Friends of the Earth’s report.  

Furthermore, these are being misleadingly put forward as the means of fulfilling UNFCCC Parties’ financial obligations to finance NAMAs when in actual fact the intention of many Annex I countries is to double count this action against their mitigation obligations.

In summary, it appears that key negotiating time which should be spent agreeing on the second commitment period for further and deeper emissions reductions for Annex I countries under the Kyoto Protocol and on the many good proposals under the AWG-LCA to deliver finance and technology for mitigation and adaptation in developing countries, is instead being taken up on proposals for mechanisms which are at best unreliable for mitigation purposes, and at worst highly damaging as they do not constitute real fulfillment of Annex I obligations on finance and technology.

The Friends of the Earth report explains how some of these new mechanisms would work in practice.  Proposals for sectoral trading would see the extension of national-level emissions reduction targets to particular economic sectors in developing countries. Under a sectoral trading scheme, a target would be set lower than the ‘business as usual’ emissions trajectory for the economic sector in question, for example the power sector. Emissions allowances would then be allocated to the government of the country up to the level of the target. At the end of a given period of time, if the government had reduced emissions in the economic sector more than the set target, it would be able to sell any surplus allowances on the carbon market. Failure to achieve a target would require the government to purchase additional allowances from the market.  It would be up to the government itself to decide how to implement the target domestically, i.e. whether to achieve the emissions reductions in the sector in question through emissions trading, taxation, subsidies or regulation.

Under sectoral crediting proposals, a ‘baseline’ level of emissions for a particular sector in a country would be set below the ‘business as usual’ emissions trajectory for that sector. Reductions of emissions below the business-as-usual level but above the baseline would be referred to as ‘own action’ and the government would not receive finance from the carbon market for this. However, reductions achieved below the baseline would be rewarded with credits which could then be traded on the carbon market. These credits would be issued at the end of a defined period. There would be no obligation for governments to purchase carbon credits from elsewhere if they did not achieve their target. For this reason this mechanism is sometimes referred to as ‘sector no lose targets’.
The research report was launched at a side event at the Barcelona climate talks. 

Speaker Oscar Reyes, Carbon Market Analyst, Transnational Institute, said that there are a number of problems with the idea of sectoral trading. The first is that what is driving these mechanisms is the generation of offsets. It is the ability to avoid responsibilities at home. The Friends of the Earth Report highlights that offsetting is fundamentally flawed and unjust as it counts action in developing countries as part of cuts in developed countries, although science is clear that action is need in both developed and developing countries. It also indicates that evidence suggests that often, offsetting is not additional to what would have happened without the offset finance and thus the net effect is that greenhouse gas emissions are increasing as it lets developed countries continue to pollute. Offsets delay necessary infrastructure changes in developed countries and are not delivering benefits for developing countries.
Reyes indicated that another problem is that sectoral approaches are being used to overcome the distinction between the developed and developing countries and their different responsibilities and capabilities. He said that while the idea of emission intensity targets (or baseline levels) in industries can be useful, when they are used to generate offsets, they can result in shifting the burden from the North to the South.

He said that when generating baselines instead of looking at local knowledge they are using blanket assumptions about economic development to generate standardized baselines for carbon emissions, then generating credits if emissions are below this and selling them back to developed countries. But they can overestimate the baseline for emissions, so credits are generated with no emission reduction. “The idea that you can standardise to account for something without looking at the local situation is a huge problem”, he stressed. 

Speaker Tom Goldtooth, Executive Director of the Indigenous Environment Network said the adoption of mechanisms that allow for carbon pollution trading and offsets has turned the potential threat of climate change into an opportunity for profit. He stated, “The trading of carbon and greenhouse gases is a new form of colonialism”.

He explained that carbon offsets enables corporations and governments to avoid reducing greenhouse gas emissions by purchasing carbon credits. These carbon credits can come either from carbon offsetting projects like tree plantations, which are established under the guise of “development” in poor countries. 
Goldtooth said the carbon reductions claimed through the CDM are not real. They rely upon hypothetical baselines that can be manipulated to produce credits for imaginary reductions. CDM projects routinely fail to demonstrate that they are not giving credit for projects that would have occurred anyway. There is no methodology that can truly show that the projects are additional. 
Using the CDM, timber plantations, for example, are being planted under the guise of sustainable development. These projects are neither ‘clean’ nor ‘sustainable’ nor a means of ‘development’. The CDM shifts the responsibility to act from those who have contributed most to the climate problem to those who have contributed least, he emphasised. 

Goldtooth closed by saying that carbon offsets will not contribute to achieving protection of the Earth’s climate. It is a false solution which entrenches and magnifies social inequalities. 

Speaker Marcial Arias of the International Alliance of Indigenous and Tribal Peoples of Tropical Forests said that, “if we put a price on carbon, it is like putting a price on genes, forests, biodiversity, clean rivers and thus life”. The Alliance is against the privatization of the air. He said that when creating carbon trading they are not considering the spiritual and cultural part, they are just considering the economic interests.
The event also featured Miguel Lovera (delegate of the Government of Paraguay), Payal Parekh (climate scientist for International Rivers), Sarah-Jayne Clifton (Friends of the Earth), and was facilitated by Meena Raman (Friends of the Earth Malaysia and Third World Network). 
This report is available online at: www.foe.co.uk/resource/reports/dangerous_obsession.pdf
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