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Greenpeace briefing on Commission forest package

 Lacking ambition

NOTE:

This is an updated version of the Greenpeace briefing sent out on Wednesday 15 October. We have amended the section on forests in carbon markets based on the final draft of the Commission Communication on Deforestation. The changed section is marked in yellow.
What’s new: On Wednesday 15 October 2008, the Commission will adopt a forest package which will include a communication on measures to reduce deforestation and its impacts on climate change and biodiversity loss, and a legislative proposal to prevent the marketing of illegally harvested timber and timber products in the EU. 

What’s next: European environment ministers are expected to discuss the communication on deforestation at their Council on 4 December, ahead of the UN Climate Conference in Poznan (1-14 December 2008). On the timber legislative proposal, the first ministerial debate is expected to take place at the agriculture Council on 17-19 December.
Why the spotlight on deforestation and forest degradation?]

· According to recent estimates by the Food and Agriculture Organisation (2006), deforestation is occurring at the alarming rate of 13Mha per year (equivalent to the territory covered by Greece), most of it happening in tropical forests.

· The UN has identified deforestation as responsible for about 20% of annual greenhouse gas emissions.

· According to the World Bank
, over 1.6 billion people depend to varying degrees on forests for their livelihoods, and approximately 300 million directly depend on forests for their survival.

· While tropical forests cover only about 7% of the Earth's surface, they contain nearly half of the planet’s terrestrial species.

· The cost of deforestation has been estimated to between $2 and $5 trillion each year
.

Greenpeace assessment of the forest package: The Commission proposals are too weak to contribute to the unambitious EU goals of halving deforestation by 2020, and halting it by 2030. 

Sir Nicholas Stern states that cutting emissions from deforestation is a cost-effective way to address the causes of climate change. Greenpeace has developed a proposal showing that tropical deforestation in countries like Brazil can be halted by 2015
. 

Positives
The Commission supports the creation of a multilateral forest fund under the United Nations Framework Convention on Climate Change (UNFCCC), and the principle of earmarking of auctioning revenues from the EU emissions trading scheme (ETS) for climate adaptation and mitigation measures, including forest protection measures. Crucially, it also supports the continued exclusion of forest offset credits from the ETS for the 2013-2020 period.

Negatives 

Below you can find Greenpeace’s main concerns with the Commission proposals. These relate to i) funding forest protection, ii) forests in carbon markets and iii) measures to reduce the EU forest footprint.

Funding forest protection 

The Commission estimates that as much as €20 billion is needed annually to halve deforestation by 2020. To finance forest protection, it proposes to use existing funds and to only add a minor percentage of revenues from auctioning permits in the ETS (5% of the total income). Yet, this would only provide a small fraction of the total amount required. 

Greenpeace calls for a financially robust global fund for forests. To raise the necessary funds, a combination of the following actions would be required:
· At EU-level: The earmarking by the EU member states of all auctioning revenues from the ETS for climate mitigation and adaptation measures, including a significant amount for forest protection measures (the European Parliament’s environment committee has recently proposed that the share for forests should be 12.5%).

· At global level : An additional commitment under the UNFCCC by industrialised countries to finance forest protection through the proceeds from auctioning some international pollution permits under the Kyoto Protocol (see Greenpeace Forest for Climate proposal:

http://www.greenpeace.org/raw/content/eu-unit/press-centre/reports/Forest-for-climate-Diagram.pdf).

Forests in carbon markets 

The Commission rightly recognises the problems of permanence, leakage and liability in the context of deforestation credits in carbon markets. As a result, the final draft of the Communication no longer proposes the gradual inclusion of this type of credits in the global carbon market. However, the Commission still sends some ambiguous signals by suggesting that the EU should be prepared to explore this option.

 The Commission should not put too much faith in private investors who stand to profit from trading in forest carbon credits
. Recent studies conclude that allowing forest credits into carbon markets could crash the price of carbon by almost 50%
. The EU should not allow the carbon market to determine the recipients of forest protection support. Public control is vital to determining which actions are most urgently required and which projects have clear net benefits to biodiversity and to forest-dependent people.
Measures to reduce the EU forest footprint

The forest package is missing a sound and detailed action plan to tackle the growing EU footprint on the world’s forests. 

The timber market

The legislative proposal put forward by the Commission to regulate the placing of timber products on the market is disappointing and highly insufficient. It fails to guarantee to European consumers that what they find on retailer shelves is not the result of forest crime. Serious improvements will be required to the legislation by the Parliament and the Council (see separate Greenpeace brief on this proposal).

Existing forest-related policy instruments, such as green public procurement, eco-labelling and voluntary FLEGT Partnership agreements, have not been designed to achieve the new EU’s forest and climate objectives and would therefore require revision. 

Agricultural commodities

The Commission has identified the demand for agriculture commodities (soya, palm oil), food and non-food products as a major driver of deforestation, but does not propose new, urgent policies that can address this problem.
Biofuels

The EU should drop the 10% target for renewable energy in transport as this could create perverse incentives for the conversion of forest land to arable land. The EU should also carefully assess the forest impact of any increased use of wood and biomass for biofuel production for the 2013-2020 period.

� World Bank (2004): www.fao.org/forestry/site/28811/en/page.jsp.


� Pavan Sukhdev et al. (2008), The Economics of Ecosystems and Biodiversity. 


� http://www.greenpeace.org/raw/content/international/press/reports/amazon-deforestation-agreement.pdf.


� See plans of insurance companies, such as AIG (American International Group) to develop new Forest carbon sequestration insurance products “for losses of anticipated carbon credits due to physical damage to a forest”, AIG website: ir.aigcorporate.com/phoenix.zhtml?c=76115&p=irol-govresponsinitatives. Also read the “Forest Carbon Dialogue” policy paper signed by US energy companies Shell, American Electric Power, Duke Energy and AIG : http://www.edf.org/documents/8249_Forest_Carbon_Dialogue_Principles.pdf.


� N.Anger and J.Sathaye (2008), Reducing deforestation and trading emissions: Economic implications for the post-Kyoto Carbon Market.
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