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Wide ranging discussion on forest issues at REDD Workshop

Accra, 23 August (Meena Raman) – The Ghana climate meeting held a wide ranging discussion on a complex cluster of forest issues, with many countries voicing their positions on  deforestation, forest degradation, avoided deforestation, forest conservation and enhancing forest stocks.

The discussion took place at a workshop on policy approaches and positive incentives on issues relating to reducing emissions from deforestation and forest degradation in developing countries (REDD) and the role of conservation, sustainable management of forests and enhancement of forest carbon stocks in developing countries.  This was held on 22 August as part of the meeting of the Ad Hoc Working Group on Long-term Cooperative Action (AWG-LCA) under the UNFCCC.

The AWG’s Chair, Luiz Machado of Brazil, chaired the workshop.  He said that the objective of the workshop was to build and deepen understanding and to clarify the elements contained in paragraph 1(b)(iii) of the Bali Action Plan (BAP) regarding enhanced national and international action on mitigation through the consideration of policy approaches and positive incentives on issues relating to emissions from deforestation in developing countries.

He stressed that the AWG-LCA addresses policy approaches and will group different ideas and proposals and identify relevant elements for follow up. The workshop thus provides a transition to more concrete work under the BAP. He suggested that Parties share a common understanding that REDD is a mitigation issue and is closely related to paragraph 1(b)(ii) of the BAP (which addresses mitigation actions by developing countries). 

Several countries made presentations on a range of substantive and methodological issues.  Substantive issues included the provision of financing for forest related initiatives – whether through market or non-market mechanisms. Also raised was the need for equal treatment in the provision of incentives for activities to reduce emissions from deforestation and avoided deforestation, including forest conservation, sustainable forest management (SFM), enhancement of carbon stocks. A number of presentations emphasized that reforestation and afforestation activities, and international support for these activities, should not merely serve as an offset for emissions by Annex I countries, and a means for them to avoid reducing their domestic emissions. Methodological issues were also raised including the determination of baselines of forest cover, and ways to address problems of leakage (i.e. deforestation moving from one area to another) and permanence (i.e. forests being converted for other uses later).  

(Discussions of REDD address a variety of means to reduce emissions from deforestation and forest degradation in developing countries. Presently, only reforestation and afforestation activities are included as part of the Clean Development Mechanism under the Kyoto Protocol. Avoided deforestation does not qualify under the CDM as presently defined).

China said that equal importance should be given to policy approaches and positive incentives on REDD as well as to increasing carbon stocks through conservation, SFM and enhancement of forest cover in developing countries. It identified several challenges which include new and increasing driving forces for deforestation and degradation and difficulties in methodology. 

China identified the following challenges in addressing the effectiveness of policy approaches and positive incentives: Whether compensation will be bigger than the opportunity cost of deforestation and degradation? Can the compensation available reach the real target groups and how to ensure that the recipient of the compensation will not return to deforestation and degradation?  

In finding solutions to methodological issues, China stressed the importance of ensuring flexibility. The use of national available data, including data from national forest inventories, should be allowed. It also encouraged the implementation of pilot projects at the national and sub-national levels by following the principle of voluntary and no-regret approaches. Environmental integrity should not be compromised when dealing with the issue of flexibility. 

China emphasized that in identifying policy approaches and positive incentives there must be maximum participation of developing countries. There is need to recognize existing achievements as an incentive. Approaches and incentives should provide multiple benefits including through the payment for environmental services. Developed countries should increase financial and technical support to developing countries and implementation should be  integrated into national sustainable development strategies. The poverty and livelihoods of people relying on forest resources in developing countries should also be addressed.

Brazil stressed the importance of conservation and SFM in achieving the objectives of the Convention. Forest conservation is important so as not to aggravate the release of GHG emissions. In the short-term, the carbon mitigation benefits of reducing deforestation exceed those from afforestation. But in the long term, maintaining carbon stocks through sustainable forest management or increasing forest carbon stocks will generate the largest sustainable mitigation benefit. Brazil said that regardless of the mitigation potential of the different forest related activities (REDD, SFM, forest conservation and enhancement of carbon stocks) all activities should be enabled through financing. Forest mitigation activities under the Convention should not be discriminated against vis-à-vis the treatment of other non-forest mitigation activities.  

The EU outlined their views on critical elements for all policy approaches. These include: rewards for real reductions in emissions from deforestation consistent with long-term sustainable land management; the recognition of existing commitments; simplicity, flexibility and practicability; consistency with existing monitoring and accounting approaches; linkages to national programmes; and promotion of synergies and encouragement of early action. It stressed the need to recognize the rights of indigenous peoples. 

It suggested the creation of a performance-based mechanism supported by diversified funding sources, including carbon market-linked approaches. The focus should be on reducing the loss of forest carbon stocks and consideration of ways to address conservation and enhancement of forest carbon stocks. It called for ambitious emission reference levels, taking into account national circumstances. The following can be taken into account: historical emissions, current trends and developments in land use, existing policies and initiatives and national circumstances. Emissions reference levels should be negotiated and revised periodically.  International support of REDD initiatives are raising new hopes and expectations and opens a new door for tropical forests conservation. Public financial flows remain essential for assisting countries to fulfill the requirements for a performance-based mechanism.

Ghana, in presenting two case studies, emphasized the need for financial support on a sustainable basis for undertaking REDD initiatives.

India advocated the concept of 'compensated conservation'.  It supported the two major policy options: (1) conservation, SFM and increasing forest cover through afforestation and reforestation to add to carbon stocks, and (2) reducing deforestation and degradation rates to save carbon stocks. It supported the development of a common methodology for all policy approaches, based on remote sensing and minimum ground verification to achieve the defined confidence level. 

India said that both policy options should receive the same basket of financial incentives. Payments under the two approaches – i.e. for enhancing carbon stocks through conservation or for reducing deforestation – should be at the same rates. For maintaining baseline carbon stocks, there should be annual payments on a separate scale to compensate for opportunity and management costs incurred, as this provides an insurance for keeping baseline stocks. It said that we are dealing with two kinds of financing – for changes in carbon stocks and for maintenance of carbon stocks. Such financing involves both the market approach, which is part of the carbon market, and the non-market approach. For the non-market approach, financing could come from a levy on the carbon market.

Indonesia said that if deforestation is considered as generating 20% the global GHG emissions, then avoided or reduced deforestation could provide 20% of the solution. In developing policy approaches, that lessons learnt from demonstration projects and voluntary market initiatives could be relevant and useful. While focusing on REDD, there was a need to enhance policy approaches for conservation, SFM and enhancement of forest carbon stocks to complement REDD. In funding such efforts, Indonesia called for simplicity in procedures, transparency in resource allocation and fair distribution of resources at the multilateral level. It also supported bilateral efforts including for capacity building and technology transfer. Governance issues will be dealt with at the national level according to national laws and circumstances. It also supported the role of the private sector through market-based mechanisms. 

Mexico said that different national circumstances require different positive incentives. Any scheme should be progressive, support capacity building and lead to institutional strengthening and an enabling environment. It acknowledged the need to respect forest owners and indigenous peoples. Criteria should be developed on how to configure grouping of countries and examine similar objectives. Financial schemes should take into account national circumstances.  

New Zealand, focusing primarily on REDD, noted that a key issue is how financial incentives might be provided. Two main approaches have been raised – a fund paid to those developing countries that meet performance objectives, or a Kyoto Protocol-type market mechanism designed to create tradable 'emissions units'. Both approaches have positives and negatives, and either could work provided key challenges are addressed. Either approach is likely to require other funding for capacity building, technology transfer, assisting governance and enforcement, related economic development programmes (e.g. forestry and agricultural projects), demonstration projects etc. 

For many developing countries, the opportunity cost of retaining their current area of forest is higher than the marginal benefits of retaining that area. Without an incentive mechanism, forest area will continue to decline until a country reaches a socially optimal forest area cover where its national-level marginal cost of retention is equal to its national-level marginal benefit of retention, it said. Monetizing external global benefits of forest retention to the climate system should be the focus of REDD discussions. The REDD mechanism must provide compensation to a country in return for that country retaining forest cover at a level higher than optimal for them. If funding stops, deforestation will probably return to pre-REDD mechanism.

It said that a market-based approach is likely to be more durable and economically efficient than a fund-based approach, but both approaches have benefits and drawbacks.  A market-based approach comes with significant risks. It could flood the carbon market and therefore reducing focus on fossil fuel abatement. Alternatively ‘avoided deforestation credits’ may not materialize and countries could be forced into far more costly abatement options.  Some matching of supply and demand could help – but this is likely to be very difficult in the absence of any market evidence. It should not be presumed that only Annex I countries provide funds to address REDD. A national-based mechanism (be it market or funds based) is likely to be significantly superior to a project-based mechanism. A REDD mechanism should have maximum potential for global coverage to address inter-country leakage. An international financially based mechanism does not mean that domestic policies need to be economic instruments. Domestic policies are up to sovereign governments applicable in their circumstances, it said.

Norway said that it had launched a climate change forest initiative in Bali with USD600,000 million annually from now till 2012. Its goal was to ensure early actions. It is important to ensure national actions for the protection of biodiversity and indigenous peoples. In establishing a REDD regime, it said that both market and fund-based approaches are needed.

Papua New Guinea said that developing countries have different national circumstances as regards forest cover. Only one tool was created that relates to damage to forests (referring to the CDM under the Kyoto Protocol) and this is unacceptable. This is a failed policy, it stressed. There is a need to have incentives to keep forests and to slow down deforestation. Expanding the Clean Development Mechanism is important. It said that the use of market mechanisms is one tool. It suggested different levels of financing depending on the REDD-readiness of countries. 

Tuvalu proposed an international REDD fund, with revenue sources coming from voluntary contributions and non-offset market arrangements. There should be shared revenue for REDD and for an Adaptation Fund under the Convention. In relation to non-offset market arrangements, it said that sources of funds could come from a levy on the international aviation and marine sectors; from auctioning of allowances under a self contained cap and trade regime for international transport; and/or from a pledge of a certain percentage of national auctioned emissions trading allowances and a percentage of AAUs (assigned allowable units) auctioned in the international market. 

The potential for revenue from levies on international transport was estimated at about USD24 billion, while a percentage of national auctioned emissions trading allowances could be tens of billions of dollars per year. Tuvalu proposed that the REDD fund be under the management of the UNFCCC. In highlighting the advantages of a non-offset international REDD fund (IRF), it said that equity allows equitable distribution of funds for REDD and ensures quick start up and higher environmental integrity.  A non-offset IRF would not draw on existing ODA, while ensuring sovereignty as it does not divest land ownership to the international market and buyers and has a greater chance of protecting indigenous peoples and local communities. It also ensures market stability as there will not be a flooding of new carbon credits, it added.

Malaysia recognized the importance of tropical forests in mitigating the adverse impacts of climate change. It said 60% of its land area is under natural forest cover. It viewed the potential of REDD as being advantageous as there are real opportunities for incentive for conserving the forests. In addition to deforestation, it stressed that SFM should be included in REDD. Perverse incentives should be avoided especially in the determination of baselines to estimate deforestation rates. Consequently, a development adjustment factor when assessing reference emission levels may be applied to countries with low deforestation rates.  

There is a need to develop a flexible mechanism that is fair, equitable and maximizes participation of developing countries. Aspects of this mechanism are that (1) it should not be disadvantageous to countries with large forest areas and low deforestation rates; (2) incentives should be maximized for developing countries which are able to retain large areas of natural forests as the opportunity costs to maintain their forest are much higher than countries with low forest covers; (3) the need for supplementary funding for capacity building to ensure developing countries are able to implement measures to reduce deforestation; (4) implementation of incentives must be voluntary and countries have a right to exploit their own resources; (5) a range of incentives both market and non-market types should be provided; (6) Annex 1 countries may use REDD to meet their commitments; and (7) emissions reduction units earned under REDD must be fully fungible and equal to prices earned by Annex 1 countries.  

The United States said that the protecting of forests is a priority. In highlighting several principles, it said that flexibility is essential which allows for a variety of tools. This involves international and domestic policies. It mentioned the importance of having a rigorous inventory, and the issue of MRVs (measurable, reportable and verifiable). There is a need to improve governance and not undermine biodiversity and local communities. It said that the World Bank's Forest Carbon Partnership encouraged pilot projects. 

Australia expressed support for REDD efforts. It said that a fair, environmentally effective market-based mechanism provided huge potential which requires the involvement of the private sector. It acknowledged the need for incentives to developing countries and for flexibilities in developing REDD. Issues of permanence, leakage and additionality have to be dealt with. There was a need for national and international institutional frameworks and need for adequate monitoring. 

Guyana said that countries with low deforestation rates and with vast wealth of forests should be compensated for avoided deforestation.   Russia said that all REDD related activities should not be subjected to discrimination. 

Saudi Arabia expressed support for REDD and said that there are many complex issues on methodologies. In maintaining sinks, there is a need to leverage more financial resources for REDD and SFM. In this regard, the drivers that exacerbate deforestation should addressed by imposing a levy on logging and on the timber industry. 

Venezuela stressed the importance of REDD and noted with concern the orientation towards the market approach. It is that it was important to recognize the wider systemic role of the forests as well as the rights of indigenous peoples and local communities over the forests. 

The Indigenous Peoples Forum on Climate Change (an observer) said that they had many concerns, especially the inclusion of forests in the market-based mechanism. Whatever form the mechanism takes, it must be implemented with strict respect for the UN Indigenous Peoples' Declaration and all other relevant Conventions. The respect for full, free and prior informed consent of indigenous peoples and timely access to information on REDD is critical, they said. Further, the integral link of indigenous peoples to their forests and their role as protectors must be recognized. The indigenous peoples’ right not to be displaced must be respected. The indigenous peoples demanded full and effective participation at all discussions of the UNFCCC in this regard.  

The Chair of the AWG-LCA in conclusion said that a number of issues were clarified and that he will prepare a summary of the main points of the workshop and with the help of the secretariat, and will produce a conference room paper which will provide input for further work.
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