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FLEGT the best tool to improve
governance

REDD will only deliver if the focus
changes from carbon to governance..



Climate change

Global consensus that we should stay within a
2 degrees temperature rise.

IPCC states that therefore we need to reduce
GHG emissions by 80 to 95 percent.

Even then we only have a fifty percent change
to not overshoot the 2 degrees.

Tropical forests will start to die back above 2
degrees.
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We must act quickly (80-
95% reductions by 2050,
commencing with steep NOT SAFE
reductions by 2015-2020)
to avoid serious problems.
SAFE

Even with this action, we
would have 50% possibility
of breaching +22C, with
devastating impacts,
including loss of large areas
of tropical forests
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The Intergovernmental Panel on Climate Change (IPCC) recommends that greenhouse gas concentrations in the atmosphere peak at no more than 450 parts per million CO2e (ppm) by 2015, and are then reduced by 80-95 per cent by 2050. Even then, their estimation is that we will only have a 50 per cent chance of not overshooting 2ºC of warming. Many low lying island states and countries most vulnerable to climate change are calling for a return as quickly as possible from the current 380 ppm to a maximum concentration of 350 ppm CO2e, to limit average temperature rises to 1-1.5ºC. Beyond these levels, climate change will pose a threat to their existence. It is clear that the caps pledged as of January 2010 by industrialised countries in the post-2012 UN climate treaty negotiations are insufficient to bring concentrations to anywhere near the 450ppm mark, let alone the lower levels called for by many.


Reduce GHG emissions by 80 — 95 %

* To keep forests standing
we need to reduce GHG
emissions by 80 — 95 %.

e To reduce emissions, we
need to keep forests
standing, as they
contribute 12-17 % to
CO2 emissions.

Carbon offsetting only
replaces emissions.

We need to reduce
emissions not replace
them.

Carbon offsetting is
therefore no solution to
reducing emissions and
hence keeping tropical
forests standing



Why is the idea of ‘REDD’ based on
carbon offsetting/carbon trading

e Cheaper for North

""" and gives a good  This is undoubtedly true
feeling....

e Best way for South to get
funds.. (17 to 50 billion
annually.....)

e This is questionable



There will be no large sums of
money for forests from the carbon
market



‘Global’ carbon market

New data.....(World Bank e

2010) ya
* ‘Global’ carbon market
consists now for 97% of EU
ETS..... N
e There is no global carbon ‘x
market! f’*
* (DM1.5 bl”IOn in 2010' L] Size of the carbon market: US 5 144 billion
gone down by 55%... and [ EU ETS: US$ 119 billion
irrelevant to Africa. In the magnifying glass (enlarged 8x):
e EU uses ETS to outsource its . Eg';:;ﬂ::”z?e'“pme"tMecha”'sm (DM
reduction commitments H Joint implementation (JI): US $ 354 million

and subsidise its industries. B Voluntary market: US $ 338 million
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Source World Bank Carbon Markets 2011 report
This is global carbon market, not related to forests...
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There will be no large sums of money
for forests from carbon market..........

Compliance market (big...)
e Consists of EU ETS.
e EU ETS will not incorporate

forests.

Hence.....

e There will not be a forest carbon
market.

 Even if there will be, it will not
deliver funds expected for
forests.

Voluntary market (small..)

Around 30% to REDD type
projects, roughly 140 million/year
(of whichn50 to conservation).

Of which 42% went to North
America and around 26 % to
Africa (2010).

There are some good standards in
place but it still lets Northern
companies off the hook...and
most funds go to middlemen
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For more information on why a forest carbon market if it materialises would not deliver money to forests and peoples, see The Munden Project, REDD and Forest Carbon available at http://www.mundenproject.com/forestcarbonreport2.pdf

Munden specifies that a trade in forest carbon credits will need a global trade in forest carbon derivatives of around 500 bn to deliver 20 bn to forests, with a lot of damage on the way...Key four problems outlined in his paper include (1) poor transaction structure; (2) commodities and monopsony power; (3) poorly described asset and (4) unsolvable clearing problems. 

Also Ecosystem Market place latest report is at: http://www.forest-trends.org/documents/files/doc_2434.pdf and states that about 50 percent of participants in voluntary market participate as predecessor of compliance market.... The other 50 percent wants to offset its own emissions. 

Data about voluntary market from Ecosystem Market Place: From 2007 through the first half of 2009 alone, forest carbon markets have funneled roughly $100 million into forestry conservation projects around the world, transacting 20.8 million MtCO2 in the process. In dollar terms, this period represents 67% of the market value of all forest carbon offsets, due to higher volumes and prices associated with emerging interest in the voluntary carbon markets overall, along with maturing standards and infrastructure. During this same period, the dominant source of forest carbon credits in the developing world appears to have shifted from Latin America to Africa, although globally North America appears to have been the top region for sourcing carbon credits in 2008, generating 42% of the volume transacted that year, followed by Africa and Latin America with 26% and 21% respectively. AT: http://www.ecosystemmarketplace.com/pages/dynamic/article.page.php?page_id=7415&section=home


Voluntary carbon market

- Volume in Mt CO2e | Value in M USD Price USD per ton
CO2e

2007
2008 123 705 5.1-5.4
2009 98 415 6.5

2010 131 424 6
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Source: Ecosystem Market Place Voluntary Carbon Market report
Note that according to Ecosystem Market Place, 50 percent of participants are there to use it as a springboard for compliance market, which may not materialise.....
In 2010 about 30 percent was for REDD type projects


Who wins, who loses?

Loses?

Climate loses as
emissions are not being
reduced.

Tropical forest countries
will lose as they will
increasingly loose their
forests.

Forestry sector.
Forest communities.

Wins?

e Companiesin the EU as
they have received
billions in ‘subsidies’ in
form of permits.

ArcelorMittal
Lafarge

Corus

SSAB - Svenskt Stal
Cemex

Salzgitter
HeidelbergCement
CEZ

U.S. Steel (USS)
Slovenské elektrérne

0 25 50 75 100 125 150 175 200
Source: Pezrson, Anne (2010, The Carban Rich List

Value of spare permits held in 2008 by the ten most profiting companies (millions Euro)
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For more information see FERN ‘Trading carbon, how it works and why it is controversial’ at wwww.fern.org

For more information re ‘subsisidies’ see carbon trade watch briefing at http://www.carbontradewatch.org/articles/eu-emissions-trading-system-failing-at-the-third-at.html. Some points include:
�- The EU Emissions Trading System (ETS) has failed to reduce emissions. Companies have consistently received generous allocations of permits to pollute, meaning they have no obligation to cut their carbon dioxide emissions. A surplus of around 970 million of these allowances from the second phase of the scheme (2008-2012), which can be used in the third phase, means that polluters need take no action domestically until 2017. �- Companies can use 1.6 billion offset credits in phases ll and lll, mostly derived from the UN's Clean Development Mechanism (CDM). Over 80 percent of the offsets used to date come from industrial gas projects, which EU Climate Action �- The ETS is therefore effectively a subsidy scheme for polluters, with the allocation of permits to pollute more closely reflecting competition policy than environmental concerns. Power companies gained windfall profits estimated at €19 billion in phase l, and look set to rake in up to €71 billion in phase ll. Subsidies to energy-intensive industry through the two phases could amount to a further €20 billion. This has mostly resulted in higher shareholder dividends, with very little of the windfall invested in transformational energy infrastructure.��- The third phase of the ETS will still see significant subsidies paid to industry, despite the auctioning of permits in the power sector. Industry lobbying has resulted in over three quarters of manufacturing receiving free permits, which could yield at least €7 billion in windfall revenues annually. Energy companies successfully lobbied for an estimated €4.8 billion in subsidies for carbon capture and storage (CCS), with a smaller amount for "clean" energy that includes agrofuels. In addition, the Commission is undertaking a review of its "state aid" rules which could see the granting of direct financial subsidies to companies claiming that the ETS damages their competitiveness.��- The allocation of permits according to performance “benchmarks” was supposed to encourage a fairer and more efficient division of responsibility for emissions reductions in energy-intensive sectors such as cement, steel, paper and glass. But industry has been allowed to influence the benchmarking. For example, CEMBUREAU (the cement industry lobby) was instrumental in choosing what to measure (“clinker” not cement) and how to measure it. The final agreement saw the adoption of a lax standard that was initially proposed by CEMBUREAU. This will result in a surplus of pollution permits for the cement sector, allocated in a way that rewards the continued use of dirty and outdated production methods.��-Aviation will be included in the scheme from 2012. The sector will receive 85 per cent of permits for free, and the projected carbon cost is far lower than the equivalent tax breaks for aviation fuel. Inclusion in the ETS applies only to CO2 emissions, which obscures the greater impact of contrails and other gases.�


If financing for REDD comes from
carbon trading.....

e Emissions will not be
reduced and (tropical)
forests will die back.

 The South will take up
the burden, Northern
companies will benefit.

* The focus of REDD will
be on measuring
carbon, rather than
Improving governance.
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From carbon to governance

Our research shows

Focus on carbon leads to
centralised resource control.

Focus on carbon leads to
allocation of resources to MRV
carbon and carbon trading
(which may not materialise)

Insufficient consultation
processes, unclear or no
safeguards.

Role of consultants and
international NGOs undermine
local capacity.

Smoke and mirrors

ssessment of the Forest Carbon Partner

Authors: Kate Doaley, Tom Griffiths, Francesoo Martone and Saskia Ozinga
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Smoke and mirrors is available at www.fern.org



If not carbon finance, what then.....

e Addressing illegal e 15 billion USD/year
logging (World Bank)
 Financial Transaction  100-150 billion USD/
Tax percentage for year (depending on
forests level of the tax)
e Grants/ Loans e Committed for 2010 in
excess of 2 billion USD

e Carbon tax 0 5
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FTT data are based on 0.25 tax on stock trading and 0.02 tax on credit default swaps would bring in an estimated 


Funds committed to REDD in 2010
Amount in million USD

European Commission 7
Belgium 10
Finland 3.5
France 120
Denmark 77
Luxembourg 1
Sweden 11
UK 300
Australia 146
Canada 40
Japan 223
Norway 380
Total In excess of over 1.38 billion, as many

countries don’t specify climate funding for
REDD
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Source: http://pdf.wri.org/climate_finance_pledges_2011-05-09.pdf. 
Data incomplete as many countries don’t specify forests or REDD specifically, so total is likely to be much higher and includes grants as well as loans. i.e. US start finance for 2010 is 1.7 bn and includes REDD.


For REDD to deliver there needs to
be a shift from carbon to
governance

Acknowledged by all: WB, ITTO, FAO, WRI
and various NGOs and governments

but....powerful forces working for carbon
trading (EU and WB) ...



What is good governance and how
to measure?

Five key ‘governance’ Dr Christine Amaoako-
elements (WRI): Nuamah

e Transparency e Developing vision/long

e Accountability term strategy, cross-

e Participation sectoral.

e Capacity e Effective planning

e Coordination * Enforcement

e Allin participatory way
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Note that all are in agreement about this: World Bank, FAO, ITTO etc in various reports state that governance needs to be improved for REDD to work......

As defined by WRI:
Transparency: open actions which can be scrutinised by rights holders and stakeholders
Participation: ensuring diverse and meaningful participation by non state actors
Accountability: clarity about the role of various institutions in decision making and how they are held accountable
Coordination: how those involved work towards common objectives
Capacity: role in giving access to decision making and the ability of non state actors to make use of this






Conclusion... It is early days but

If FLEGT will be implemented effectively, it will lead to improved
forest governance, which is also key for REDD. FLEGT process should
be expanded to other sectors.

Government should have low (financial) expectations from REDD.

Government therefore should be cautious to set up costly systems
linked to carbon accounting for a carbon market that may never
take of.

Government should rather focus on governance reforms, tree
tenure rights, and domestic market and ensure that progress in
these area is happening before FLEGT licenses are given out.

Unless the ‘carbon’ is taken out of REDD, REDD can do serious
damage. Although ‘REDD’ remains the buzz word, FLEGT has more
chance to really deliver results.
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Ghana RPP:
Government see REDD (rightly as) as (unclear) additional reward mechanism, in support of FLEGT and NREG. (p 8).
Governments says: ‘REDD offers opportunity for more predictable financing, overcoming the problems of stop-go budgeting of the past (p 39)’...... 




www.fern.org

Thank You!

FERN
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