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Differences emerge over “sectoral approaches” as Accra climate talks start

Accra, 22 August (TWN) -- Significant differences emerged between some developed countries and a majority of developing countries that spoke on “sectoral approaches” during the opening days of the UN Framework on Climate Change (UNFCCC) meeting in Accra. The discussion took place on 21-22 August at a workshop as part of the 3rd session of the Ad Hoc Working Group on Long-term Cooperative Action (AWG-LCA). 

Japan, the main proponent of the “sectoral approach” implicitly responded to criticisms by stating its approach would not replace national overall targets (for Annex I countries) nor would it lead to trade restrictions. But it reiterated that for sectors such as coal-fired power generation, iron and steel, cement and road transport, the emissions or energy per unit of production could be evaluated, and compared between countries. 

This seemed in line with its paper, submitted on this topic, calling for sectoral benchmarks in major developing countries as a method to measure their mitigation actions. The controversy on the “sectoral issue” derives from the fear that Japan wants to use it to introduce “level playing field in international competitiveness” into the UNFCCC discussion, which developing countries fear could lead to unfair trade measures against their products.  

At the workshop, many developing countries, including Philippines for the G77, India, China, Brazil, Bangladesh (for LDCs), Grenada (for small island states) and Saudi Arabia, spoke against the attempt to use “sectoral approaches” to set standards or benchmarks, which could be used unfairly against developing countries. They distinguished between “sectoral efforts” to combat climate change at the national level from international “sectoral agreements” involving targets, standards and comparisons between countries.     

The workshop focused on “cooperative sectoral approaches and sector-specific actions, in order to enhance implementation of Article 4, paragraph 1(c), of the Convention” and on “The effectiveness of mechanisms and tools for technology cooperation in specific sectors”.  

Luiz Machado of Brazil, Chair of the AWG-LCA, opened the meeting by noting that Article 4.1(c) states that “all Parties, taking into account their common but differentiated responsibilities and their specific national and regional development priorities, objectives and circumstances, shall:

Promote and cooperate in the development, application and diffusion, including transfer, of technologies, practices and processes that control, reduce or prevent anthropogenic emissions of greenhouse gases not controlled by the Montreal Protocol in all relevant sectors, including the energy, transport, industry, agriculture, forestry and waste management sectors.”

He noted that some discussions of sectoral approaches have already taken place at the Bangkok and Bonn meetings of the UNFCCC, and that various Parties have emphasized that sectoral approaches should not replace national commitments, but could complement efforts to transfer technology. 

Some of the issues discussed include coal-fired power plants, steel and cement, road transportation, energy efficiency, livestock and agriculture, international aviation and maritime transport and reduced emissions from deforestation. 

Some Parties believe that these approaches could be stimulated and made effective through market based mechanisms and called for a broadening of the CDM and market based mechanisms. Others have said they should not form the basis of binding sector-specific commitments.

The Chair said he hoped to move towards a common level of understanding, to facilitate more concrete work later on the Bali Action Plan.

Philippines, on behalf of the G77 and China (represented by Bernarditas Muller) opened the formal presentations by noting that the workshop’s mandate is to focus on sectoral approaches and sector-specific actions “in order to enhance implementation of Article 4, paragraph 1(c), of the Convention”.
Sectoral approaches must therefore be seen within the context of Article 4.1(c). Indeed, the Convention only mentions sectors in relation to the promotion and cooperation on technology issues and nowhere else.

For the G77 and China, technology development and transfer means realizing the full potential of technology. It requires establishment of mechanisms across the full technology cycle and an appropriate IPR environment. These mechanisms must cover both technology “hardware” and “software”, including practices, processes and know-how. 

Article 4.1(c) also covers all stages in the development of these technologies, including “development, application and diffusion, including transfer”. And it focuses on a wide range of technologies including those that “control, reduce or prevent greenhouse gas emissions”.  

It noted that Article 4.1(c) is further elaborated in Article 10(c) of the Kyoto Protocol, which emphasizes the absence of new commitments under the Protocol, but rather calls for full implementation of the Convention through efforts to transfer technologies that are publicly owned or in the public domain or held by the private sector. These include technologies both for mitigation and for adaptation. 

It noted that under the Bali Action Plan we have heard differing understandings of the meaning of “sectoral approaches”. There is a need to distinguish between sectoral discussions within the AWG-LCA (which is focusing on technology development and transfer) and the Ad Hoc Working Group on Further Commitments for Annex I Parties under the Kyoto Protocol (AWG-KP) (which is focusing on means for Annex I Parties to reach their emission reduction targets including “possible approaches targeting sectoral emissions”).

Discussions within the AWG-LCA should not form a pretext for a broader approach to targeting emission reductions for Annex I Parties, as this is being addressed in the AWG-KP.  We must also distinguish between sectoral “measures” and sectoral “agreements”. Sectoral agreements have been proposed by some Annex I Parties to establish global sector-specific agreements or standards for the mitigation of emissions. 

For developing countries, what is required is clear. Within the AWG-KP, sectoral efforts can contribute to, but not replace, legally binding targets for Annex I countries. Issues of “leakage” and “competitiveness” should also be dealt with elsewhere. For developing countries, sectoral approaches should not be used to impose targets on developing countries. They are merely one option among others to achieve national goals. Within the AWG-LCA, sectoral approaches call for enhanced efforts to implement the Convention’s technology obligations.

Muller concluded by noting that discussions of sectors should not be used to justify trade measures, standards, or other measures against developing countries. We must not in our discussions undermine the founding principles of the UNFCCC, including common but differentiated responsibility. It is therefore essential that negotiations within the AWG-LCA focus specifically on the terms of Article 4.1(c).  

In a second workshop presentation, the European Union said that it sees sectoral approaches as a common sense approach to designing national measures. It suggested as “principles” that sectoral approaches: 1) should be developed in relation to the principle of common but differentiated responsibilities and capabilities; 2) should not replace economy-wide targets for developed counties; 3) should be consistent with progress towards a fully fledged global carbon market; and 4) should deliver what they promise by ensuring measurable, reportable and verifiable approaches. 

The term “sectoral approaches” means different things to different people. In defining the term more carefully we can look at the “scope” of approaches including those linked to the carbon market or those focused more on technology cooperation. We can look at the “nature” of obligations in terms of binding or optional. We can also look at specific sectors such as transportation, housing, maritime and aviation and so on. 

According to the EU one major type of sectoral approaches includes technology and policy cooperation, and other such approaches not linked directly with the carbon market. Examples include national policies and measures for emission reduction and technology agreements. This type offers the advantage of targeting of specific barriers, enhancing private investment, and supporting technology diffusion, deployment and transfer in various sectors. 

A second major category of sectoral approaches builds more directly on the carbon market. Emission trading on a sectoral basis would allow entry of developing countries into the carbon market without taking on economy-wide targets. Another concept is sectoral no-lose approaches or sectoral crediting mechanisms. These approaches can provide incentives for developing countries to reduce emissions and allows differentiation between different countries with different objectives.  

According to the EU, sectoral approaches are common sense, logical and pragmatic tools. In light of their advantages, the EU feels that the necessary incentives exist to further explore the issue of sectoral approaches and to lay a solid basis for progress on the road to Copenhagen.

India emphasized that Article 4.1(c) addresses the full technology cycle, but provides no basis for discussion of mitigation targets or benchmarks.  Within the Bali Action Plan, one area to focus on is cooperative sectoral approaches in the area of technologies for energy efficiency. Like other developing countries, India faces challenges in improving energy efficiency. Technology development and transfer to address these issues is required. 

At the same time, prescribing specific standards for these sectors would not be appropriate. The efficiency of different facilities differs markedly – some are highly efficient and others use twice the level of energy. This is true in any number of sectors. Diversity of plants renders each plant in each country unique.  It is not possible to set a standard for each facility, nor do many developing countries have capacity to inspect each plant. 

Nor is it appropriate to establish standards prescribing particular technologies as this could lead to the creation of cartels or to the stifling of innovation. Technologies should be selected by the private sector. For these reasons, India feel extremely uncomfortable with the way “sectoral approaches” has been presented.  

India then spoke on feasible approaches, which could be taken at national. In developing national level sectoral approaches, and cooperation on technology transfer, we need to look at the whole technology cycle.  Collaboration on research and development with concessional working or sharing of ownership of IPRs in developing countries is one area of cooperation.  India also mentioned compulsory licensing and royalty payment by a multilateral fund. 

Japan, which is regarded as the main proponent of the “sectoral approach” (and whose previous promotion of international targets for developed and developing countries gave rise to serious concerns about the potential use of trade measures) noted that the basic concept of sectoral approaches is embedded in the Kyoto Protocol and the UNFCCC. 

Implicitly addressing criticisms about the approach it had previously presented, Japan said sectoral approaches should not replace national targets and should be compatible with common but differentiated responsibility. They should not lead to trade restrictions. 

To Japan, sectoral approaches provide a means to establish feasible national emissions reduction targets for developed countries. For Annex I Parties, economy-wide emission goals would be estimated by accumulating sector-based mitigation potentials that could be achieved by implementing best available technologies and best practices.  

Sectoral approaches also provide a means to facilitate technology cooperation with developing countries by identifying best available technologies and practices, while ensuring measurable, reportable and verifiable actions. These would form part of an “internationally cooperative sectoral approach” with developing countries, supported by cross-border sharing of best available technologies and best practices. 

In the sectors identified by Japan, developing countries would identify mitigation capabilities and technologies. These sectors are suitable as they are internationally comparable and their contribution to greenhouse gas emissions is collectively over 50%. Indicators, such as sectoral energy intensity targets, could be established.  Many such approaches are “no regret” as they have national benefits including pollution reduction. 

Japan proposes focusing initially on key “sub-sectors” including coal-fired power generation, iron and steel, cement and road transport. In each sector emissions or energy per unit of production could be evaluated, and compared between countries. Sectors such as residential and housing are affected by national circumstances and so are not suitable for international comparison. In response to questions, Japan confirmed that sectoral approaches are not a “conditionality” for finance under their Cool Earth Partnership, but that they will “facilitate consideration” of providing funding.

For the Poznan meeting, Japan suggested collecting information from major Parties on sectoral emission reduction potentials. Information on best available technologies could also be collected with the goal of securing agreement on a sectoral approach at the Business Roundtable proposed for the Poznan meeting. 

Bangladesh on behalf of the LDCs commenced by asking why we need sectoral approaches and what are the key problems they seek to address? If total emissions are critical to addressing global warming, then sectoral approaches are not a substitute for national emissions targets. Sectoral approaches that cut across different nations are also problematic as countries differ widely in national circumstances and constraints.  Moreover, in some countries efforts to mitigate may be made on the supply side, whereas in other countries on side of demand or consumption. 

Sectoral approaches can, on the other hand, contribute to technology development and transfer. They can help to develop tools, methodologies and technologies to identify emission reductions that can be realized cost effectively. Sectoral approaches may also help in identifying barriers in specific sectors. They may also be helpful in sectors that are global and all countries have a role – such as marine and aviation. Sector specific technology and best practices should be made available to LDCs on a priority basis. There is also need to develop mechanisms for technology transfer where intellectual property rights are involved – ensuring access to LDCs. 

China said that there are confusing and different interpretations of cooperative sectoral approaches. It is therefore important to recall the mandate in Article 4.1(c). China understands that cooperative sectoral approaches are those that facilitate and promote “the development, application and diffusion, including transfer, of technologies practices and processes”, in accordance with Article 4.1(c).

Capacity building and financing in developing countries should be implemented with cooperative approaches and sector-specific actions. However, these actions need to consider a number of barriers: 

· Sectoral restructuring and diffusion of environmentally sound technologies may lead to major costs including social costs associated, for example, with changes to the job market and employment.  

· There is at the same time a lack of human resources required to implement new technologies, so efforts to train human resources are a precondition to any sectoral approach. 

· Weak infrastructure for policy enforcement can also compromise the effectiveness of sectoral policies (e.g. information unavailability, different statistical terms, ineffective monitoring etc).   

Sectoral approaches to implement Article 4.1(c) need to characterize efforts in the context of specific countries and regions. They need to be guided by specific strategies, programmes and policy instruments, and by efforts to identify needs for environmentally sound technologies, financing and capacity building. Among other things, financing for the restructuring of sectors will be important.

China concluded that discussions regarding “sectoral approaches and sector-specific actions” should strictly concentrate on enhancing the implementation of Article 4.1(c). They should be considered within the context of development and match the stage and level of economic development of each country. At different stages of development, countries have different structures of sectors, with services being predominant in developed countries while in developing countries the services and manufacturing sectors are predominant. Agreeing with India, it said that developing standards or benchmarks (in a sectoral approach) is complicated and problematic. Capacity building, the development and transfer of technology and appropriate financing should be a key part of any effort. It is these issues that should be addressed within the context of the Bali Action Plan.

The Chair noted that the value of sectoral approaches for national actions. However, when discussions move to the international level questions arise. One of the advantages of the Convention and Kyoto Protocol is that they do not tell countries where they need to make efforts. It is up to Parties to determine where they apply their efforts. In what manner, and to what extent, may a sectoral approach subvert this freedom to address priorities according to their national circumstances?  

Indonesia reiterated that sectoral approaches should be considered as an approach to implement Article 4.1(c). They provide a means to strengthen technology cooperation, cross-border sharing of best available technologies and practices, and financial support. Sectoral approaches must take into account different social and economic conditions. They are not required for the quantification of national targets. Indonesia agreed with other delegations that a range of different questions remain to be addressed. 

South Korea recommended making sectoral approaches operational by engaging non-Annex I countries through the provision of incentives. Linking sectoral discussions to its broader recommendation of providing carbon credits for “nationally appropriate mitigation actions”, Korea suggested the identification of simple baselines using levels of carbon intensity (rather than production or energy efficiency) in 2012 as a baseline. Developing countries would get credits for voluntary efforts to reduce carbon intensity. The mechanism would engage the carbon market and would go beyond offsetting to provide real reductions if developed countries were willing to take on deeper commitments.  

It noted that the President of South Korea has said it will establish its own mid-term target for 2020. In an exchange with Japan, Korea asked who is going to pay for the technology? Will Japanese steel industry give Indian steel industry free technology?  The costs need to be covered. We need to go beyond talking about technology cooperation to identifying means for paying for technology transfer. Korea will also initiate East Asia Climate Partnership with USD200 million dollars to support East Asian countries.

The workshop, when it resumed on 23 August, held a general discussion. Algeria asked “who will pay” for the transfer of technology under a sectoral approach. Japan responded that trade will occur primarily on commercial terms as a commercial transaction. It can also be supported by various bilateral and multilateral funding mechanisms such as the Clean Technology Fund announced at the recent G8 meeting. Sectoral crediting mechanisms could fund transfer through existing or new market mechanisms.

Qatar said cooperation must be based on Article 4.1(c) and must include development of a mechanism for technology, finance and capacity building and must not compromise the principle of CDR. There will always remain the question “who will pay” as most developing countries will not be able to implement such an approach.

Colombia emphasized the right to development and Article 4.7 of the Convention which mandates social and economic development and reduction of poverty are the main goals of developing countries. Developing countries response to climate change will depend on the effective implementation of commitments by developed countries under the Convention. 

Saudi Arabia reiterated that the Convention does not mention sectoral approaches. Indeed these words do not arise together in either the Convention or the Kyoto Protocol.  Sectors are identified as areas where countries can reduce emissions at the national level.  It remains to each country to evaluate this within their national goals.  The Convention and Protocol are flexible to give each country the sovereignty to choose which sectors work for them and in what percentages. 

It asked why are we discussing sectors? The Bali Action Plan includes sectors to ensure effective implementation of Article 4.1(c). The issue is which technologies, practices and processes are to be transferred? In which sectors? Combined cycle generation can help countries using outdated technologies. Countries with modern steel technologies can help those who want new technologies. 

Sectoral approaches are not about measuring sectoral emission reduction potentials, or setting benchmarks or standards. They are definitely not a vehicle for migrating some of Annex I countries’ national emissions obligations to other countries. Cooperation is required because it is lacking.  If there were more cooperation that competition between wind turbine producers then there would be more affordable technologies. These are the issues we need to address to implement Article 4.1(c).

The United States suggested that the emphasis has to be on Article 4.1(c), where the focus is on the promotion of cooperation. Discussions under the AWG-LCA are not a target-setting exercise. Certainly Parties are free to establish their own national goals and actions using such an approach, which is the way that countries usually evaluate their economies. 

It said that engaging industry in the process is important in terms of identifying technologies and solutions. The US would support the inclusion of some reference to sectoral approaches in any agreed outcome, both so Parties could capitalize on win-win opportunities, and so they can take advantage of flexibilities in implementing the Convention. 

According to the US, the Asia Pacific Partnership on Clean Development and Climate provides one model for international cooperation. The seven countries involved in that partnership have formed eight sectoral taskforces covering a number of sectors – including power, industry and others.  Each has developed an action plan of their own, identifying strategic opportunities to develop and deploy technologies. They are implementing over 120 projects to implement technologies which contribute to GHG reductions and multiple benefits such as energy efficiency, security and other benefits. 

It said that many countries are concerned about competitive and leakage issues.  This is not the focus of the US. Rather, the focus is on advancing the rapid deployment of clean technology to support the Convention and implement 4.1(c) which applies to all Parties. 

The US mentioned three roles for the Convention -- to catalyze international cooperation and accelerate technology development, deployment and transfer; to analyze the mitigation potential in different sectors, and to support some form of recognition of regional or multilateral cooperation. 

Following interventions by a number of other participants, the Chair noted that participants seem to agree that sectoral cooperation is an important tool that would foster exchange of best practices, deployment of technology, technology transfer. This potential was highlighted by a number of delegations. There was also a clear signal that sectors are important for national actions, which are taken in sectors. But it is up to countries to determine what actions to take and in which sectors. This issue is concentrated on Article 4.1(c), which speaks to cooperative actions. 

France said we need to consider all means for mitigation. But it expressed concern about the “bottom up” approaches to evaluating Annex I country targets.  The EU’s experience suggests that focusing only on a bottom up approach according to mitigation potential leads to a disproportionate burden on poorer states. We should be cautious about focusing only on bottom up approaches. 

Norway said that we need to reduce emissions in all sectors all the way to 2050 and beyond. Expansion of the carbon market with the same marginal cost in all sectors should be the goal. Sectoral approaches should be a transitional arrangement. International aviation and maritime transport must be part of the post 2012 regime. 

Philippines emphasized that IPRs should be evaluated to ensure that they are not a cost barrier, and that they may need to be relaxed. A variety of means, including compulsory licenses, are available to developing countries. Technology transfer, including ODA, should not be a means to transfer obsolete technologies.

China said that we require consensus that discussions are to promote the implementation of Article 4.1(c) and not to identify the mitigation goals of different countries. Countries face different situations and historical responsibilities which must be taken into account. Sectoral approaches must be used to promote technology transfer, including the funds and mechanisms required to promote technology transfer. 

New Zealand said that discussions remain at a high level of generality. A “smorgasbord” of options has been presented. Yet many delegations are concerned that some of the dishes may be poisoned.  Given the timetable, we need to seek clarification to narrow down to what extent we might want to use the approach. Sectoral approaches would need to ensure a net benefit to the global climate – this should be a principle. 

Grenada for AOSIS said sectoral approaches are a useful means for transferring technologies; but not a basis for nation-wide targets or for setting standards. The sectoral approach should also not create trade barriers based on embedded commodities, efficiency or other bases. The question of who will pay for technologies remains to be answered. This is an issue that requires further clarification before any negotiations can begin on this topic or decisions can be taken. 

Brazil said that the AWG-LCA should take advantage of a mandate on Article 4.1(c). The Bali Action Plan seeks to enhance the enabling conditions of financing and technology. Article 4.1(c) adds a focus on needs in specific sectors. Second, the Bali Action Plan is about implementation of the Convention, including common but differentiated responsibility. 

The establishment of a uniform target in sectors for all countries is therefore unacceptable, stressed Brazil. Uniform technical standards are also unacceptable – the Preamble notes that standards in some countries are unacceptable to others. It suggested that discussion of sectoral approaches to define targets for Annex I countries is a valid. But this must take place in the AWG-KP. The two working groups have distinct legal and political contexts which makes it inappropriate to shift issues from one to the other.

It agreed with the US that the climate negotiations do not have as their objective the resolution of competitiveness issues, nor does the Convention seek to adjust for competitive differences. When evaluating competitiveness, current competitive advantages lie with developed countries in part as a result of the infrastructure developed during the past, with the result of significant historical emissions. This is one reason for Annex I countries to refrain from focusing on competitiveness issues in this discussion. A focus on competitiveness also provides the conditions for protectionist discussion and we should heed Article 3.5, which calls on all Parties to “promote a supportive and open international economic system” and ensure measures do not constitute a “disguised restriction on international trade”.

Argentina called for a development-oriented approach to implementing the Convention focusing on key sectors or areas of relevance when mitigating and adapting to climate change. This approach focuses on enhancing developing countries’ capacity to implement nationally appropriate and nationally determined actions to support sustainable development. It does not involve the creation of formal sectoral targets or supporting industry-level approaches to reducing emissions. 

Argentina said that any negotiation must include reference to instruments and institutions. A multilateral technology transfer fund or mechanism, including technical committees and panels and financial support is one option. Discussions should focus on specific text of Article 4.1(c) and should not serve as a pretext for introducing discussions of ways to reduce emissions, which are to be addressed in the AWG-KP. 

The Chair, Luiz Machado, offered a number of clarifications during the discussions. He noted that a number of Parties had referred to the carbon market and to market approaches in the AWG-LCA. However, we are dealing with implementation of the Convention, which has no provision for any kind of market. Are those speaking about the market thinking about a possible amendment to the Convention? Or they may be thinking about debates pertaining to the other AWG?  We need to be very clear about what we’re talking about. 

He also noted that a number of delegates referred to the “post-2012 regime”. This is pertinent to the AWG-KP, which is seeking to agree targets for Annex I for a second commitment period.  It is not pertinent to the AWG-LCA which is focused on enhancing implementation of the Convention. The year 2012 has no specific bearing to this particular meeting.  

Finally, he reminded parties of the specific mandate of the working group. We are not here to discuss actions on mitigation for Annex I countries or non-Annex I countries. We have another AWG-KP which is discussing mitigation actions for Annex I parties to the KP. So let’s not confuse matters and lose time with matters that do not pertain to this workshop, said the Chair.

The Chair concluded by noting that the focus of Article 4.1(c) is on cooperative actions to promote technology transfer. 
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