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South concerned North trying to divert from emission commitment

Bonn, 4 June (Hira Jhamtani) -- At the climate talks taking place in Bonn, developing countries have called on developed countries not to divert focus from their achieving real reduction in emission of green house gases (GHG) for the second commitment period under the Kyoto Protocol (KP) of the UN Framework Convention on Climate Change (UNFCCC). 

In a roundtable discussion, many developing countries voiced concern that under the current discussion in the Kyoto Protocol, the developed countries are trying to get developing countries to enter new obligations that were not mandated.  

They are concerned this is being attempted through introducing a cross-border “sectoral approach” (that would set technology standards that would also apply to developing countries) and through standards of emissions in the aviation and maritime industries.

Under article 3.9 of the KP, developed countries (listed in Annex 1) are to commit to binding emission targets.  In the first commitment period, ending 2012, the overall emission target is 5%.  

The ad hoc working group under the Kyoto Protocol (AWG-KP) is tasked with deciding on the second commitment period, including on the percentage of emission reduction and how to achieve that reduction. 

At a round table discussion on 2-3 June to discuss the means to reach reduction targets, some developing countries repeatedly stressed the need not to divert the focus of the mandate of Article 3.9 of KP or to dilute commitments for increased emission reduction, by introducing new issues, such as the sectoral approach.
The roundtable discussed three issues: (1) emissions trading and project based mechanism; (2) Land use, land use change and forestry (LULUCF); and (3) possible approaches targeting sectoral emissions and greenhouse gases, sectors and source categories. 

On the first issue, Duan Maosheng of China said the Clean Development Mechanism (CDM), as one of the means to reach emission reduction, faces challenges such as low efficiency, increasing rate of registration, complicated methodological requirements and uncertainties regarding market demand and price. It also provides very limited contribution to technology transfer, i.e. less than half of the projects, as reported by the secretariat.  

There is a need for a more efficient, equitable, transparent and simplified mechanism, as well as greater technology transfer. Deeper mitigation commitments by developed countries can create more carbon market demand. Duan outlined a proposal for clearer methodological requirements, adjustment of institutional arrangement, and the removal of additionality test for certain types of technology such as wind power.  He stressed that the CDM should be only a supplement to domestic mitigation actions by developed countries and should be project based rather than using the sectoral approach. 

Phil Gurnsey from New Zealand said there are problems with the international carbon market such as in project risk and lack of “fungibility”. The CDM should move away from the project based mechanism to sectoral approaches. Introducing levies on emission trading (ET) and joint implementation (JI) would not provide a predictable flow of funding for adaptation. (at the moment only the CDM is subject to a 2% levy for the KP adaptation fund; CDM, ET and JI are three flexibility mechanisms under the Kyoto Protocol to help Annex 1 countries achieve emission reduction). 

The EU panelist Artur Runge-Metzger said the carbon market is a key instrument to achieve mitigation objectives. The EU is looking for ways to achieve a broad, deep and liquid global market to deliver cost-efficient emission reductions and a transition towards a low carbon economy. 

This should be driven by binding caps on emissions in Annex 1 countries, conform the reductions needed to keep global temperature within a 2 degree limit and therefore it supported the focus range of 25-40% reduction commitments by developed countries in aggregate below the 1990 levels by 2020.  A high level of ambition is key to ensuring a balance of supply and demand of tradable units which is to ensure a robust price. 

He said that realizing this vision will require progressive transformation of the market from being based on offsetting mechanism such as the CDM towards programmatic and sectoral mechanisms, followed ultimately by the cap and trade system in key sectors in major developing countries. 

However, the carbon market may not be the most effective at delivering investment to some sectors, and needs to be complemented by other instruments. The EU also believes that the project based mechanisms JI and CDM should continue beyond 2012. Both are important tools through which Annex 1 countries can contribute to sustainable development and technology transfer while creating flexibility in terms of achieving emission reduction. The role of CDM in LDCs should also be promoted. 

During the debate, many countries expressed disappointment at the absence of a panelist from Africa. Some developing countries agreed with China on the need to improve the CDM process. Bolivia and Burkina Faso said there is a need for equitable regional distribution of CDM projects, and also consideration of some sectors that have not been included properly such as LULUCF and Forests. They do not support a sectoral approach at this stage. 

Ethiopia reminded that the CDM is meant to assist non-annex 1 countries to foster sustainable development. Therefore there is a need to involve LDCs more and to recognize the comparative advantage of those countries in afforestation and reforestation. To this New  Zealand replied that the CDM is aimed to create cost efficiency for developed countries, not to achieve regional distribution. 

On this point, South Africa said that while they agree with the need to improve CDM and the equitable regional distribution of projects, this is a discussion on the mechanisms to achieve emission reduction, of which the CDM is supplementary. While the CDM must be improved, there should be more discussion on article 3.9

 South Africa also disagreed with New  Zealand that said that putting levy on proceeds of JI and ET is unpredictable and unsustainable. He asked the EU panelist to clarify what he meant by “major developing economies” as the term is not used in the convention. 

The EU acknowledged that the term “major developing economies” is not in the convention. The context is that ultimately for the carbon market mechanism, it is clear that developing countries have differences, just as in the EU there are poorer countries and richer countries. This question must be tackled beyond the AWG KP and needs to be discussed in the coming days, he said. 

Canada said there is a need to revisit the three Kyoto mechanisms. For example rules on ET are needed, also linkages within and outside UNFCCC. Rules and whether they should be changed for the project based mechanism need to be revisited for the post 2012 period.  Canada said that the governance structure also needs to be revisited due to the high expectations. 

The need to “change rules” was echoed during the discussion on LULUCF. Many developed countries such as Australia, Canada, and the EU,  said that the potential for the capacity of LULUCF to reduce emission is great and thus it is important to apply this as one of the means to reach emission reduction. The rules need to be clear before they make commitments.  In contrast, Ian Fry from Tuvalu argued that articles 3.3 and 3.4 of the Protocol which deals with LULUCF should not be changed. 

Tony Lempriere from Canada said that there is a need to focus on anthropogenic emissions and removals in terms of LULUCF, i.e. that sometimes forests are damaged through non-anthropogenic causes such as fire and pest attack. Canada said the rules should provide incentives and a range of options about how LULUCF can help reduce emissions. 

Before any commitment is made there is a need to establish a “business as usual” baseline, reflect the natural disturbances and how management intervention can provide future sinks through manage forests. Then a new baseline should be set, using proper accounting on human management of managed forests. The important thing is the human management factor. This will be complex, said Canada. 

Echoing the potentials of LULUCF for mitigation, Gregory Tucker from Australia said that rules on LULUCF should be clear for developing and developed countries and the need to link it to the AWG-LCA. There is a question of whether there should be new rules or a change in the structure to ensure that the potentials of LULUCF in emission reduction is realized.  

Jim Penman, from the EU said that quantified emission limitation and reduction commitments were agreed at Kyoto with LULUCF as an additional flexibility to help fulfil those commitments. But this was agreed before the scope of LULUCF activities was agreed. The current provisions tend to limit potential incentives for Parties to protect and develop their carbon stock in forests, agricultural lands and grass lands as well as to use wood sustainably as a biomaterial and a source of energy. 

There is now an opportunity to reverse the situation, i.e. make the rules first before agreeing to a commitment to emission reduction. This time LULUCF accounting rules can be integrated into the climate regime from the beginning so as to allow developed countries to incentivise additional anthropogenic mitigation actions while avoiding perverse incentives.   The LULUCF should take into account four activities: forest management, cropland management, grazing land management, and revegetation/devegetation as covered in Article 3.4 KP. 

During the debate developed countries such as Norway and New Zealand added on the arguments for what is termed as “expanding LULUCF activities in a holistic, inclusive approach”. According to Norway, holistic means, full coverage of activities, link to agriculture and based on sound accounting rules. New Zealand suggested a two-track approach for the negotiation i.e. revise existing rules with modification, while identifying gaps and then creating entirely new rules based on identification and prioritization on the needs. 

Developing countries such as China, India and Brazil provided strong counter-arguments. China said the negotiations on LULUCF for the first commitment period lasted seven years. In CDM, there has been no progress scientifically in factoring out anthropogenic mitigation actions in LULUCF. We do not have the time now, therefore, to modify rules. The second period of commitment should be compatible to the rules during the first commitment period rather than complicate matter. 

India said the LULUCF discussions should not be used to dilute the commitment of Annex 1 countries in reducing emission in the energy and transport sectors. LULUCF will face the issue of permanence in the same way that is being faced in the CDM for forests. The treatment should not be different. The emphasis of Annex 1 countries on LULUCF should also be done carefully by looking into possible impacts on the global food supply. Caution must be taken in increasing the LULUCF activities to help reduce emission reduction. 

Brazil complained about the unbalanced representation of the panelists. The Chair of the AWGKP, Harald Dovland from Norway agreed that has happened and that it was beyond his control and that he is also disappointed. 

Brazil said during 1990-2005, according to UNFCCC data, there is a 0.5% increase of emission in Annex 1 countries from the energy sector. So people seem to be diverting from the main focus. There is a lot of talk about how the LULUCF sector accounts for 20% of global emission, but that means the 80% still comes from energy and transport and industrial sectors. Expanding the LULUCF activities may appear to be a significant effort to decrease emission when in effect this would be temporary due to the impermanence of the forests and the occurrence of disturbances, which would increase with the climate change situation. 

Brazil said they are unhappy with the existing rules already, and warned that LULUCF expansion should not be used to divert focus on what needs to be done. We need to understand better the non-fungibility between forests and emission reduction. Brazil proposed improvement be made on the present rules. There is currently no guideline or best practice model to be used. Annex 1 countries want rules, we also want to have the same based on best practices. 

In response, Picker from Australia defended the Annex 1 countries by saying that for the post 2012 period there is a need for certainty on how to take the rules forward. India and Brazil’s impression is that the developed countries are using LULUCF activities as a “get out of jail free card”. He assured them that is not so. They just want to agree on rules first before making commitments. 

Also the AWG KP is about annex 1 countries and therefore there is a need to link it to the AWG-LCA, so that rules may be consistent across countries. The EU objected to being accused of diverting focus. 

Ian Fry from Tuvalu said there seemed to be doing a “snakes and ladders” game. We have spent a lot of time talking about current rules, do we want new rules? 

Some developing countries felt that another effort to divert from the real focus of the work of AWG –KP is through the discussion on sectoral approaches and emissions from international air and maritime transport. 

The roundtable on the third issue was kicked off by Shuichi Takano from Japan showed a chart on the sectoral approach. According to him there are two broad categories.  First is domestic target setting through effective estimation of economy-wide emission by accumulating sector-based mitigation potentials which could be materialized using best available technologies (BATs) or Best Practices (BPs). 

The second part is an internationally cooperative sectoral approach, which is mitigation by sector-based actions by cross border sharing of BATs and BPs in accordance with common but differentiated responsibility. Takano said through this, we use equitable means to compare efforts by each country under objective standards, which is useful in dealing with carbon leakage. 

He added that there is however a need to account for the costs and capability of each country. The sectoral approach will start with key sub-sectors, mentioning coal-fired power generation (which contribute 70% of the power sector emission), steel and cement industries (which contribute 50% of the industrial sector emission) and road transportation which contribute 70% emission from the transport sector. 

He said Japan believes the work of the International Civil Aviation Organization (ICAO) and the International Maritime Organization (IMO) should be to facilitate finding global solutions in the international aviation and shipping sectors. Mitigation in these sectors is Japan thinks that mitigation on international aviation and marine bunker fuel are very important. ICAO has a program of action that looks at fuel efficiency while IMO is developing a program to establish a framework to mitigate international shipping. 

Marit Petterson from Norway said that emissions from international aviation and maritime transport is not covered in Annex 1 commitments but article 2.2 of the Kyoto Protocol says that Annex 1 shall pursue limitation or reduction of emissions of GHGs not controlled by the Montreal Protocol from aviation and bunker fuels, working through ICAO and IMO. 

He said that under ICAO and IMO there is no discrimination and no more favourable treatment of ships. Thus these two organizations can help in emission reduction, with a cap under UNFCCC and a legally-binding, market based mechanism to undertake the action. Petterson said that while 85% of ships are registered in developing countries, they are owned by developed countries, so developing countries might not be disadvantaged. She said IMO can establish a regulatory framework while a global sectoral approach can be under the AWG-LCA by establishing a cap. 

Jose Romero, an expert from Switzerland, said that sectoral targets can be kept separate or integrated in national targets. 

Another panelist, Harald Winkler from South Africa, said there seems to be two conceptual distinctions. Do we talk about efforts or agreements? Do we discuss domestic measures or transnational measures? A domestic sectoral approach is distinct from an international approach. The AWG-KP should not distract from the central factor, i.e. for annex 1 to reduce emissions, not to create a new transnational agreement. The sectoral approach for annex 1 countries in this manner can be useful, but not to undermine equity and the CDR (common but differentiated responsibility) principle. 

He added that the sectoral approach should not be used to impose trade sanctions. The bottom up sectoral approach may be used by Annex 1 countries, but a cooperative sectoral approach should not be the focus of discussion. If annex 1 parties want to help developing countries, the key is in finance and technology under discussion in AWG-LCA. 

During the debate, Argentina said it is ready to discuss the issues of international aviation and maritime transport. But the work with IMO should be on a cooperation basis, with provision of balanced information. In the KP there is currently no agreement on maritime emission. But there is an agreement for Annex 1 countries to reduce emission. A discussion on maritime emission must be done without jeopardizing food supply. Currently, a large part of international shipping involves transporting raw materials for food production. Finally any rules on maritime emission must not undermine KP, and should not be outside the current climate regime. 

Saudi Arabia said the sectoral approach is too big an issue for the group to discuss. This group has the mandate to discuss emission reduction as under the KP, and there is no other agenda item.  He reminded that Article 2.2 of KP mandates “working through ICAO and IMO” for annex 1 countries. The discussion of emission reduction from international transport must take into account the concerns of developing countries. 

Indonesia asked Japan how it intended to link the CDR principle with the sectoral approach. To this Japan, replied it is through cooperation in transferring best available technology, giving the example of coal-fire power generation. 

India said the sectoral approach should not be used to dilute deeper cuts but to meet the commitment of Annex 1 countries. It should not be used to restrict technology development in developing countries.  There should not be an attempt to set standards for all countries.  The sectoral approach should not be used in the national context. 

Brazil said the sectoral approach should only be used for annex 1 countries and it should not be a substitute for their national target. It also expressed concerns that the IMO is working on global standards for emission in the shipping sector, which is clearly overstepping its mandate. It should not regulate emissions, but should work with UNFCCC to help Annex 1 countries. 

China also said that the task of the group is to discuss commitments of Annex 1 countries, and it should not overstep that mandate. The UNFCCC and KP are the basic framework to deal with any climate change issues.  It voiced concerns about the IMO setting emission standards. China said much of the emission increases in annex 1 countries is from energy and domestic transport and these two sectors should be the focus for reduction in the second period of commitment. 

Panama was most concerned about emissions from maritime transport as 25% of the flags of shipping are located in Panama, due to its geographic location. It said the flag country should not be held responsible for GHG emissions, as responsibility should lie with the owners of the ships. 

Petterson from Norway responded by saying the flag country would not be responsible, but rather the owner. She said that article 2.2. of the KP is indeed ambiguous but that there is an understanding that only Annex 1 countries would be to work through ICAO and IMO to discuss the emissions from international transport. However, there is a need for a clear language as to who article 2.2 applies to.  

She added that the emission from international transport should have a global coverage and the UNFCCC should adopt a target in line with discussion at AWG-LCA and article 2.2. of the KP. 

The roundtable closed with the chair saying he would provide a summary and then will form contact groups.  The groups are expected to produce papers with elements to be discussed during the next climate change talks in Ghana.  
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