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Contentious talks on sectoral approach, aviation/marine fuels

Bonn, 11 June (Hira Jhamtani and Elenita Dano) -- Two related issues -- “sectoral approaches” as a means to reduce greenhouse gas (GHG) emissions, and emission reduction from international air and maritime transport – have become contentious in the Bonn climate talks.

Developing countries are concerned that the two issues would be used to involve them into making commitments that they are not ready for. They fear the “sectoral approach” being pushed especially by Japan could lead to international harmonization of standards within sectors, and that this could eventually prepare the ground for trade measures.

They are also worried that proposals by developed countries to reduce emissions from fuels used in air and maritime transport may raise costs and reduce competitiveness in their airline, shipping and tourist industries.

These issues are being discussed under the Kyoto Protocol’s Ad Hoc Working Group on Further Commitments for Annex 1 Countries (AWG-KP).  A contact group on “other issues” is dealing with these two issues, and up to early this week it could not find common ground on formulating elements related to them.

The AWG-KP is discussing the means to achieve emission reduction for the developed countries (termed as Annex 1 in the UNFCCC). The Contact Group (CG) on Other Issues discussed three topics: greenhouse gases, sectors and source categories, possible approaches targeting sectoral emissions and consideration of relevant methodological issues.  Both the AWG and this CG is chaired by Harald Dovland from Norway.  While methodological issues were discussed in a workshop on June 7, the other two items were dealt with in the CG. 

The CG session began on June 6 with the Chair outlining three sub-topics as agreed in the Bangkok Climate Talks in March 2008  i.e. consideration for broader types of GHGs, possible approaches targeting sectoral emissions and consideration for reducing emission from air and maritime transport. 

On the issue of new GHGs to be considered, the Chair said that the idea is not to decide on what gases would be added to Annex A of the Kyoto Protocol (Annex A lists the gases and the sectors/sources categories to be targeted by the KP. The gases are:  Carbon dioxide (CO2); Methane (CH4); Nitrous oxide (N2O); Hydrofluorocarbons (HFCs); Perfluorocarbons (PFCs); Sulphur hexafluoride (SF6). The sectors/sources are energy, industrial processes, agriculture and waste). 

Rather, he said, there is a need to consider the data on the gases, a structure to collect the data, to include gases not covered under the Montreal Protocol and to ensure they are of anthropogenic source, and those that may be increasing GHG emission in future. 

The EU said that to ensure the environmental integrity of the KP, there is a need to identify gases with Global Warming Potentials (GWPs), as considered by the IPCC fourth assessment report. A lot of new HFCs and PFCs have been identified in the GHG inventory report of Annex 1 countries. The EU would also like to consider the fluorinated ethers and perfluoropolyethers which are not listed in the IPCC report, because they are used recently for testing purposes and are not controlled by the Montreal Protocol.  More knowledge is needed about these new gases and the UNFCCC secretariat needs to produce a technical paper on these. 

Norway agreed with the EU.  Switzerland said there is a need to clarify the current production, geographical distribution of production and methodologies and asked that the secretariat collect more information. 

South Africa on behalf of G-77 and China said the group has not had opportunity to asses the proposal to look at the new gases but said the AWG-KP must narrow the focus. We are looking at implementation of the KP, and it would be harmful to have a long list of issues. We must be pragmatic with the mandate of the AWG and make sure not to amend the protocol. The issue of new gases can be discussed in other fora under the UNFCCC, like SBSTA. 

The EU said that the AWG-KP is the right forum to discuss this issue. We need to include the latest scientific knowledge in order to make decisions for emission reduction. If the gases are not listed, the Annex 1 countries would not be able to reduce their emission later on. Japan was open to discuss the new gases based on scientific knowledge, while Australia said there seemed to be agreement to discuss the new gases, but the question is in which forum. 

India said that in Bali, the AWG-KP agreed to consider the suggestion to reduce emission by 25-40% in Annex 1 countries. The new gases were not considered when these figures were looked at. Therefore the IPCC should be requested to look at the percentage of GHG emission reduction by taking into account emissions from these new gases. The reduction ranges should be revised if new gases are added. The Chair intervened by saying IPCC might take a long time to fulfill this request and it would delay the process of the AWG –KP.  India responded that it is then inappropriate to discuss the new gases until IPCC can give the appropriate range of reductions, taking into consideration these new gases. 

China agreed with India, saying it wants to know if new gases are added, what are the mitigation potentials of Annex 1. We should focus on major problems such as energy and transport. These have the most potential for reducing emission in Annex 1 countries and focus should not be diverted to other issues. 

The EU said that the fluorinated gases have not been used for commercial production yet, but may be in future. Thus there is no reduction potential. But if they are not put into the list, it will be excluded from future commitments. Saudi Arabia said that adding new gases is in line with the UNFCCC, but there should be a limit to this and care must be taken so as not to postpone implementing the commitments of Annex 1 countries. 

The Chair concluded that the Parties agreed to add the new gases into the list for future emission reduction but need more information. 

On the sectoral approach, Japan said it is not to replace the national target (that developed countries have to adopt for emission reduction), but rather to strengthen technology transfer (to developing countries) for sectoral development. 

The EU said there are currently differences in understanding on the sectoral approach, rather like five men trying to describe an elephant in the dark room, each describing only one part of the elephant that he is touching. It recognized there are anxieties on the part of the G-77 and China and this needed to be solved. We need clarity from different Parties about the concept. The EU sees three different interpretations. First is the Japanese concept of the sectoral bottom up discussion, leading to national emission reduction. Second is the cooperative approach outside the global market and third is the sectoral approach within the global market. 

On the first concept, the EU sees it as an analytical tool to inform national mitigation efforts depending on the capabilities of each sector, but not to replace national targets. The second concept is a cooperative approach combined with technology and finance to support developing countries’ sectors. This would not involve crediting the reduction, but is a broader issue and belongs in the ad hoc working group on Long Term Cooperative Action (AWG-LCA). The third is sectoral emission trading approaches to help Annex 1 countries to achieve their emission reduction target, using the carbon market mechanism, trading with the emission reduction in developing countries on a sectoral basis. This belongs to the group dealing with flexibility mechanisms under the AWG-KP. 

Kuwait said developing countries need more time to understand this approach. Every time we read something on the sectoral approach, we need to know more. We hear terminologies such as potential actions, global, international, bottom up, CDM, credit etc and their linkages. Kuwait asked for a definition on this approach. 

Brazil reminded that the mandate of the AWG-KP is to discuss possible approaches targeting sectoral emissions in the context of the second period of commitment by Annex 1 under the KP. The group must resume using this term (possible approaches targeting sectoral emissions), with a clear definition and real reduction in all sectors especially in transport. 
Canada said more time is needed, the issue should be discussed in Ghana, and took note of the anxiety of some developing countries. 

Tuvalu commented on the three concepts suggested by the EU. On the first concept, it did not see the need for an agreement from this group. Annex 1 countries can apply any sectoral approach to reduce emission and there is no need to discuss this in the group. On the second concept (cooperative sectoral approach), Tuvalu said there is a need for further scrutiny in the AWG-LCA. On the third concept, there is a need to elaborate the concept further through focused discussions. 

South Africa speaking on behalf of G-77 and China said the issue of sectoral approach does not belong to the AWG-KP and reiterated that the sectoral approach is to target sectoral emissions but should not replace the national targets. There was no conclusion yet on this discussion. 

On June 8 the CG discussed emission reduction in international air and maritime transport.  Kuwait and Saudi Arabia asked that the issue not be discussed in AWG-KP as they are concerned it is being used as a medium to shift the Annex 1 commitment to developing countries. 

The EU explained that the future of the climate regime should be comprehensive, and nothing should be singled out. It is the responsibility of Annex 1 countries to achieve all measures to reduce emission. GHG emission from air and maritime transport is huge and that is why it is mentioned in the KP (Article 2.2). Eleven years after the KP was adopted in 1997, the emissions from international air and maritime transport have not been regulated. We need to it now, and Annex 1 countries are responsible for the major share of the emission. That would need a comprehensive approach and coordination between the AWG-KP and the AWG-LCA. 

The EU did not agree that the emission reduction from international air and maritime transport be dealt with in other organizations (There were earlier suggestions to let the International Civil Aviation Organization or ICAO and the International Maritime Organization or IMO to deal with these issues). Climate change is the responsibility of UNFCCC, therefore it must have leadership over ICAO and IMO. 

Brazil stressed that the emission reduction form air and maritime transport should be the responsibility of Annex 1 countries and not involve non-Annex 1 countries. Tuvalu, while agreeing to the relevance of discussing this issue for the second period commitment of Annex 1 countries, reminded that the common but differentiated responsibilities principle be preserved. 

Singapore was not averse to the view of Annex 1 countries to address domestically the emission reduction from air and marine transport, but said that ICAO and IMO are the bodies to do this. He added, many non-Annex 1 countries have anxiety about this as countries need transport for development process, if not they will be subjected to poverty. Additional tax on transport will impede development. 

Norway wanted to conclude this issue by COP 15 in Copenhagen. It saw the need to link possible reductions to long-term goal and therefore preferred a global approach and the need to coordinate between AWG-KP and LCA. Argentina insisted that when considering emissions from international air and maritime transport, the consequences for developing countries must be considered, particularly on the transport of agriculture goods to geographically isolated places. 

Saudi Arabia strongly opposed the discussion of aviation and maritime emissions at UNFCCC.  It said that the appropriate fora to discuss these are ICAO and IMO which are totally independent of the UNFCCC but have roles to play in the implementation of Art. 2.2 of the KP.  It stated that this issue is closed as far as Saudi Arabia is concerned, and reminded that commitments to reduce emissions in the KP apply only to Annex 1 countries.

New Zealand supported a global approach and close coordination between ICAO and IMO. The appropriate forum at UNFCCC to discuss this issue is the AWG-LCA. Australia stressed the importance of global actions on maritime and aviation emissions, and said the discussion was deciding on the forum since the issues must be definitely addressed. 

Brazil insisted that there is no link between the AWG-LCA and AWG-KP processes. It explained that discussions in the AWG-KP are not for global approaches but for Annex 1 countries. This issue can be used as an entry to the sectoral approach and then might drag developing countries into setting emission reduction targets.   

China reiterated that AWG-LCA and AWG-KP are separate and are not linked, and said that the discussion should not focus on specific targets but rather on the means. South Africa recognized emission from air and maritime transport is a problem but this should be discussed in another forum, in which the ICAO and IMO might have a role to play. But, this should only apply to Annex 1 countries and should not replace emission caps in developed countries. 

Russia said including aviation and maritime emissions in the agenda would require months of methodological work. Switzerland suggested an in-session discussion of “sectoral approach” in Accra to have better understanding of the basis of decisions on how the different allocation options contribute to the Annex 1 countries’ responsibilities for their emissions.  Australia wanted a Secretariat study on aviation emissions.

Slovenia, for the EU, said that studies should be conducted to identify the negative consequences of aviation and maritime emissions on the SIDS and on development in general. It wanted inclusion of aviation and maritime emissions in the “future regime”, taking into account the impacts on the implementation of the CDM, on “carbon leakages”, and on the stiff competition in the aviation and maritime industry.  Possibilities to generate financial resources should be discussed.

Saudi Arabia said there is no consensus on whether maritime and aviation emission will be considered as an issue or not.  It would not accept the proposals for studies by the secretariat, and called instead for a decision on whether emissions from aviation and maritime sectors will be considered as issues or not.

Argentina corrected the EU on its earlier reference to the “future regime”, which should be an “enhanced regime”, and said discussions should focus on the more effective operationalization of the means of implementation at the end of the current commitment period.

The EU clarified that it does not require an extra report from the secretariat, but only to compile studies that are already available.  It also clarified that by “future regime”, it actually means an “enhanced regime”.

The Chair provided a short summary of the discussions, concluding that there has been no consensus reached but all the issues taken up will be included in the list for discussion in Accra.  He said there is indeed no formal link between AWG-KP and AWG-LCA, and stressed that there is a need for collaboration among UNFCCC, ICAO and IMO.

On Monday 9 June the Chair produced a draft text covering all the issues in this CG. The draft said that the AWG-KP had considered three issues: (1) how approaches targeting sectoral emissions could be used by Annex 1 Parties as a means to reach reduction targets; (2) possible broadening of the coverage of GHG, sectors and source categories and its implications, based on sound science; and (3) how approaches to limit or reduce emissions of GHG not controlled by the Montreal Protocol from aviation and marine bunker fuels can be used by Annex 1 Parties as a means to reach their emission reduction targets. 

The text has an annex listing the views of Parties compiled by the Chair, consisting of three sub-items. The first is “possible approaches targeting sectoral emissions”, which stated that these should not (1) replace national targets; (2) lead to commitments for non-Annex 1 Parties; and (3) constitute a means for unjustifiable discrimination or disguised restriction of international trade.  

Types of approaches targetting sectoral emissions include:  (1) bottom up sectoral analysis to inform setting emission targets for Annex I Parties; (2) cooperative sectoral approaches supported and enabled by finance and technology;  (3) sectoral crediting in non-Annex I Parties; and (4) complementary sector-specific goals for Annex I Parties. 

The second sub-item is on GHG gas, sectors and categories to be covered.  

The third sub-item is emissions from aviation and maritime bunker fuels as a means for Annex I Parties to reach their emission reduction targets. Under this are 4 points:  (1) Coverage and scope of limiting or reducing emissions; (2) Limiting or reducing emissions from aviation and marine bunker fuels as a means for Annex I Parties; (3) Need for progress on discussions on Article 2.3. of the KP; and (4) Apply fiscal instruments to emissions from aviation and marine bunker fuels as a source of revenue for financing adaptation.

This draft text is under discussion and a final draft is expected to be adopted at the end of the week.



















PAGE  

