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Deforestation and forest degradation
— the REDD initiative

Background

The earth's forests fill an important function from an ecological, financial and social
perspective. They contribute a number of important ecosystem services and fill an important
function in relation to biodiversity, especially in the case of tropical forests. The world's
forests influence the climate, by means of complex physical, chemical and biological
processes, which can both reinforce or counteract global warming.

A forest can serve as an important catbon sink i.e. contribute to the reduction of carbon
dioxide in the atmosphere. But nowadays the world's tropical forests contribute to a net
release of greenhouse gases due to deforestation and forest degradation, and thus become a
carbon source rather than a carbon sink.

During the 2008 climate conference in Bali it was agreed that greenhouse gas emissions
arising from the deforestation of tropical forests should be included in the next period of an
international climate agreement commencing in 2013. The question of how to bring
deforestation into the climate agreement will be an important point at COP15 in
Copenhagen. UNFCCC work on this issue has become known as REDD — Reducing
Emissions from Deforestation and Forest Degradation in Developing Countries. After COP 13 in
Bali an additional element has become known as REDD+, primarily to take into
consideration the interest displayed by India and China in forest carbon storage.

Deforestation = rate and cause

Forests cover almost 30% of the earth's land area, but in recent years deforestation has taken
place at an alarmingly rapid rate, mainly due to changes in land use such as the
transformation of forest areas to agricultural land. It has been estimated that each year
between 1990 and 2005, 13 million hectares have been deforested (FAQ, 2005). The bulk
of deforestation has occurred in tropical areas. The Intergovernmental Panel on Climate
Change (IPCC, 2007) calculated that, in the 1990s, deforestation was responsible for about
20% of carbon dioxide emissions into the atmosphere. This means that solutions to prevent
deforestation and forest degradation are crucial to achieving the ambitious targets that have
been set for the reduction of greenhouse gas emissions into the atmosphere.

Need for an action plan
Reduced deforestation is considered to be a cost effective way of lowering carbon dioxide
emissions. Another major argument for protecting forests is the conservation of biological




diversiry. Forests also have great significance for local and indigenous populations and
contribute to a number of other ecosystem services such as an increase in the supply of fresh
water.

Methodological difficulties

There are a number of issues and methodological difficulties in relation to deforestation
which will be discussed in connection to the coming climate agreement in Copenhagen.
Examples of some of the major issues are:

®  Reference level (Baseline). A baseline is needed to estimate future compensation for
reduced deforestation. The bascline is the level at which deforestation would remain
if the logging would continue as usual “business as usual scenario”. One way of
doing this is to estimate the level on the basis of historical deforestation. This method
requires available and reliable data about former deforestation, something that not all
countries have. Another problem with a baseline based on historical data is not
knowing the scale of past changes in deforestation. To take this into account, a
method has been suggested which is known as adjusted historical deforestation. This
method includes an estimate of changes over time. Projected felling is yet another
way calculating a baseline that is based on an estimate of the future rate of
deforestation (Parker et al., 2009). Establishing the appropriate baseline is a
complicated matter and will be a key issue in coming discussions about deforestation
(Humphreys 2008).

®  Leakage. Means that a measure leading to reduced deforestation in one area is
displaced to deforestation in another area, a process known as spatial leakage.
Temporal leakage can also occur if for instance deforestation is postponed due to a
policy currently being pursued (Humphreys 2008). Leakage can occur not only
within a nation's borders, but also between countries, which means that international
strategies are required to tackle this set of problems.

o Control of deforestation and forest degradation. Monitoring the scale of reduced
deforestation may be needed to enable the payment of compensation. Currently,
meteorological satellites are used to monitor deforestation, along with specially
adapted land-use satellites. Whichever system is used, it is still very difficult to
discover forest degradation, which in certain cases can give rise to large-scale
greenhouse gas emissions.

®  Forest degradation. Selective felling in an area leads to forest degradation which can
result in very large emissions of carbon into the atmosphere. With the monitoring
systems currently available it 1s difficult to record forest degradation why it is seldom
found in statistics. Neither are current satellite systems able to determine the tree
species in an area, which makes it difficult to estimate carbon content and its
changes. Replanting a different type of forest from the original may have a negative
impact on both biodiversity and carbon dioxide emissions.

¢ Different types of forest. There is also an ongoing debate about whether it is better from
a climate perspective to preserve old-growth forests or replace them with young fast-
growing forests. If all types of forest are regarded as equal from a carbon storage
perspective, it is possible to calculate the net deforestation in a country, The effect of
such a definition will be that old-growth forest which is valuable for other reasons,
such as a high biodiversity or high social value, may be replaced by new forest as
long as the forest area remains the same. However, such an argument appears to be
too one-sided, since measures which benefit the climate, should not simultaneously




have a detrimental effect on other environmental goals, such as the conservation
objectives defined within the CBD (the UN Convention for the Preservation of
Biological Diversity). Forests with fast-growing tree species such as rapid-growth
pine and eucalyptus, can also give rise to other problems since they consume large
quantities of water and compete with farming activities in their vicinity. After such
cultivation, the characteristics of the soil may change as nutrients can leach out and
the soil may also become acidic (Bernstrand & Swiergiel, 2009).

REDD funding
Evaluating forests

A system, where the value of a forest increases, can create problems for indigenous
populations since in many places the issue of ownership is unclear. When states and
companies see growing opportunities of making money from standing forests it can lead to
increased pressure on the traditional living spaces of indigenous populadions. A problem with
the recently acquired economic value of forests is that social and ecological values are lost
sight of in discussions {(Bernstrand & Swiergiel, 2009).

Compensation — unclear what it should be based on

Regardless of how funding is provided, it is also necessary to decide what countries are to be
compensated for. Various proposals regarding different grounds for compensation include
calculating value on the basis of:

¢ the value of the quantity of carbon a forest absorbs based on a globally agreed price
for carbon dioxide emissions;

® the value of the revenues which mjght be generated by deforestation such as lost
employment opportunities, export revenues etc. (Bernstrand & Swiergiel, 2009).

Financing REDD
REDD funding can be divided into three main categories; market-based, market-linked
mechanisms, and development assistance and funds.
®  Market-based solutions - emissions trading: entails including the conservation of forests in
global emissions trading. Forest credits could be traded between countries in the
same way as emission allowances. This is based on the fact that it is cheaper to
implement emission reductions in developing countries compared to developed
countries. Trading could take place within the framework of a system resembling the
CDM (Clean Development Mechanism) but at national level or by means of setting up a
new system exclusively for forest credits. The advantage of the system is that it
should be able to generate large economic resources relatively rapidly and be a cost-
effective system for reducing climate impact. The system would also mean that those
who pollute most pay the most. Examples of criticism of the use of market
mechanisms are:
o It could become a cheap alternative to reducing domestic emissions
caused by for example burning fossil fuels.
o There is concern in developing countries that they could lose their
sovereignty when other parties have strong views as to how to minimise
deforestation.
o A costly administrative machine will be needed to ensure that money
invested is actually used to reduce climate impact.




o As a market-based solution is based on lower carbon dioxide emissions
linked to deforestation and not to other values such as biodiversity,

REDD's potential synergy effects may not be realised.

o Market-based REDD initiatives are difficult to forecast in the longer term,
and this can reduce the chances of long-term planning in the countries
concerned. Price fluctuations occurring in an open market may also influence
the willingness of countries to abstain from deforestation depending on
prevailing prices of commodities such as soya.

*  Market-linked mechanisms. Examples of these are auctions of emission rights.
0 The European Commission has proposed that a global forest carbon
mechansim (GFCM) be set up, funded by auctioning emission allowances
(EU ETS). (See the chapter on the Commission's Communication below)

®  Development assistance. Many argue that increased development assistance in the
introductory phases of REDD is the best way to encourage initiatives such as pilot
projects. Before everything needed for the large-scale implementation of REDD is in
place (such as forest monitoring, etc.) there will not be any REDD credits to trade
and this will make it difficult to interest investors. At the same time, developing
countries in particular argue that increased development assistance to REDD must be
fresh money and not a redistribution of funds previously set aside.

®  Funds. Different types of funds can contribute to the funding of REDD projects.

Examples of criticism raised in relation to some funds is that insufficient
consideration has been taken to all actors involved such as indigenous populations
and that criticism from expert panels are not taken into account. Some examples of
funds are:

o Financing on a voluntary basis. Norway has allocated 3 billion NOK

per year for five years to REDD projects.

o FCPF (Forest Carbon Partnership Facility}, the World Bank fund to

support national pilot projects with the aim of reducing deforestation.

o The UN-REDD Programme fund, which is a cooperative effort involving the

FAQ, the UNDP and the UNEP.

There are advantages and disadvantages with the various financing instruments employed to
reduce emissions from deforestation and forest degradation (REDD). A growing consensus is
emerging that a combination of funding mechanisms will be needed to match the needs and
development of dissimilar nations. A better understanding of the forces driving deforestation
and forest degradation is also needed if developments are to be reversed (Bernstrand &
Swiergiel, 2009).

The REDD mechanism in three phases
To implement REDD, the European Council is now discussing a mechanism comprising a

blend of market-based and fund-based funding in three phases (12729/09).

®  Phase 1. A planning phase in which countries carry out forest monitoring to
determine baselines and initiate pilot projects.




®  Phase 2. This phase include land owner reforms and the strengthening of forestry
legislation.

®  Phase 3. The full-scale implementation of REDD, which means that REDD credits
can be issued and exchanged for means of payment on condition that all verification
criteria are met (“performance based crediting”).
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Glossary

CDM

COP
EU ETS

FCPF

GFCM

REDD
REDD+

UNFCCC

THE RESEARCH SERVICE

Clean Development Mechanism, industral countries' investments
in projects leading to reduced carbon dioxide emissions in
developing countries.

Conference of the Parties. Abbreviation for the UN annual
conferences in the framework of the Climate Convention.

European Union Greenhouse Gas Emission Trading System, the
EU trading of emission allowances.

(Forest Carbon Partnership Facility), the World Bank fund to
support national pilot projects with the aim of reducing
deforestation.

Global Forest Carbon Mechanism, the European Commission's
proposal for an international funding mechanism to compensate
developing countries for lower carbon dioxide emissions in the
framework of REDD. It is proposed that most funding for the
GFCM will come from the auction of emission allowances (EU-
ETS)

Reducing Emissions from Deforestation and Forest Degradation
in Developing Countries.

An upgraded version of REDD including the ability of forests to
store carbon.

United Nations Framework Convention on Climate Change,
also known as the Climate Convention, is an international
environmental treaty adopted at the Rio Conference in Brazil in
1992,

EVALUATION AND RESEARCH FUNCTION

Helene Limén, PhD




