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Developing countries challenge dominance of market mechanisms for mitigation actions 

Bangkok, 5 October (Josie Lee)-- Developing countries opposed a “market-centered” approach to mitigation of emissions at the expense of non-market based approaches at the Bangkok climate talks.

The United States and other developed countries wanted discussion of new market mechanisms under the United Nations Framework Convention on Climate Change (UNFCCC) at the contact group on mitigation on “Various approaches to enhance the cost-effectiveness of, and to promote, mitigation actions” on 3 October 2009. 

On the other hand, the Group of 77 and China expressed concern about the concentration on market mechanisms at the cost of non-market based approaches and opposed a market-centered approach to mitigation. 

Venezuela questioned the legality of incorporating market mechanisms into the Convention. 

The contact group was one of the sub-groups of the mitigation building-block under the Ad Hoc Working Group on Long-term Cooperative Action (AWG-LCA) to consider paragraph 1 (b) (v) of the Bali Action Plan.  A non-paper was produced by the chair of this sub-group with proposals on market based approaches, including a proposal for a new global carbon market incorporating existing mechanisms under the Kyoto Protocol (Joint Implementation, Clean Development Mechanism and International Emissions Trading) and new mechanisms to be established in this agreement; existing mechanisms (those aforementioned); new mechanisms; other approaches; and other issues.

Brazil on behalf of the G77 and China said that it is important to avoid concentration on market mechanisms (MMs), and that non-market based approaches are not getting a balanced discussion. The Group was opposed to a market-centered approach where mitigation is based on private investment and MMs. This intervention was supported by China, Kuwait, Egypt, Costa Rica, and Argentina. The Group was open to further proposals on non-market mechanisms, but few had been forthcoming.

Venezuela made a new proposal for Option A on the non-paper as the text “Parties shall not make use of market-based approaches” does not reflect its position. Instead its position is that MMs are not part of the Convention, but instead has a limited role in the Kyoto Protocol (KP) alone. They questioned how Parties can legally deal with these ‘illegal proposals’, and questioned how Parties to the Convention who are not signatories to the KP can make use of the mechanisms of the KP. Its proposal seeks to develop long-term cooperative action based on equity, sustained financing and predictable financing of developing countries by developed countries.

The United States responded that the KP is part of the Convention and makes heavy use of MMs, and that although they did not ultimately sign up to the KP, many Parties did and would not have done so if they thought it was inconsistent with the Convention. They also noted that the Bali Action Plan talks about ‘enhanced’ implementation of the Convention. So they suggested the (contact) group can close the debate as to whether MMs are consistent with the Convention. 

Switzerland on behalf of the Environmental Integrity Group said that environmental integrity is needed with maximization of MMs.

New Zealand argued that MMs are consistent with key aspects of the Convention and said Parties should concentrate on what we are trying to achieve rather than thinking about where they fit into the architecture.

Australia said it would place value on a holistic discussion of both a new mechanism, and project-based mechanisms and other non-market approaches.

China said that it shared many views with Venezuela. The Bali Action Plan permits discussion of use of existing markets. If Parties want to talk about new market mechanism in the Convention, we first need to talk about the conditions under which we speak about markets and about principles that should guide markets.

Egypt said that in principle work of Parties here should not be establishing a new agreement. The Bali Action Plan agrees to look at options for using existing markets, not creating new markets.

Chile argued that MMs are not going against the principles of the Convention, as the KP is part of the Convention. It reiterated the intervention by Brazil, explaining that it wants to work on not only on MMs but other approaches.

Kuwait stated that it are not against MMs but raised concerns that there was an intention to focus mitigation and market development on specific industries, which violates the concept of comprehensiveness and is in contradiction to Article 3.3 which says that mitigation efforts should apply to ‘all economic sectors’.  

It also proposed that the secretariat develop a technical paper that provides better understanding of Annex I Parties’ proposals, as many developing countries have small delegations and find it difficult to find time for detailed analysis of proposals. 

The Chair said she would consider this proposal after the first reading, which aimed to provide understanding.

Costa Rica said MMs and other approaches are very important and necessary for addressing mitigation actions. It said that the main sources of financing needs to come from public funding from developed countries, but that discussion of new MMs establishment needs to remain open.

It stated that mechanisms like the Clean Development Mechanism (CDM) have not been effective for Costa Rica. For this reason it wants caution in respect to references about migrating new mechanisms or approaches into the CDM. 

Argentina supported Costa Rica’s intervention suggesting that it can look at new MMs.

Sierra Leone expressed their great concern that Least Developed Countries did not benefit from the CDM. It requested that special consideration be given to Least Developed Countries. Liberia agreed with Sierra Leone’s intervention.

Sweden on behalf of the European Union said that it agreed that the CDM had not been effective, particularly for Least Developed Countries, and hence it is trying to improve and refocus the CDM in negotiations elsewhere in the discussions.

The United States said that use of MMs, including the CDM, is voluntary and that this should not be changed. They asked that this be stipulated in the text. 

In respect to other approaches, there are only two proposals in the Non-paper No. 9 text. Option 1 expresses that a measure to address rapid, near-term mitigation opportunities, including for short-lived greenhouse gases such as black carbon (soot), and phase-down of hydroflurocarbons and biosequestration, shall be established (paragraph 44). Option 2 proposes the establishment of an arrangement to reduce emission of hydroflurocarbons (paragraph 45).

To this text, Micronesia proposed a work program that promoted ‘urgent’ action, and asserted that it was key to address all principle causes of emissions, as it is crucial to their survival.

Venezuela challenged the need for paragraphs 44 and 45, as they referred to new greenhouse gases, which are being addressed in the Ad-hoc Working Group-Kyoto Protocol and repeating them in this text would be duplication. Further, to consolidate this text it suggested that the contact group eliminate all text that relates to the KP including references to existing MMs, emissions trading, emissions levels, emissions targets and new greenhouse gases. 

The Chair said they would not be eliminating text in the first reading.

Canada said that it supports discussion on all proposals in the text. On the Micronesia proposal (paragraph 44) there are linkages to a North American proposal to the Montreal Protocol (on ozone-depleting substances). 

The Marshall Islands said that they believe structural questions are important, but wanted to engage on substance before deletion, including on paragraph 44.

Egypt questioned what effect the Copenhagen agreement will have on the Montreal Protocol and what affect the Montreal Protocol would have on the Copenhagen agreement.

This issue of whether informal consultations could occur in regard to the proposals of this non-paper was raised by Sweden on behalf of the European Union. This was strongly opposed by Venezuela, amongst others, who explained that many developing countries have only small delegations without big teams of experts and thus do not have time to attend many informal meetings. If informal meetings occur, it said it will not be a Party-driven process. Egypt suggested that informals could come after one round of discussion on the non-paper.
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