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SB 28 Side event: Thursday, 12 June 2008, 18:00 - 20:00, MoE, WIND
Latest research results on "Tackling International Carbon Leakage" 
and "Green Investment Schemes"

Climate Strategies, a European research network on climate policy, will present results from its projects on "Tackling leakage in a world of unequal carbon prices", focusing on a survey on inter​national leakage; and "Green investment schemes: maximizing their benefits to climate and society"

AGENDA: 
· Overview of Climate Strategies‘ 2008 Research Programme (Bernhard Schlamadinger, Climate Strategies, Cambridge, UK)

· The EU ETS and carbon leakage: addressing a multilateral challenge (Susanne Dröge, German Institute for International and Security Affairs, Berlin)

· Green Investment Schemes(GIS): Maximizing their benefits to climate and society - Status of GIS development in the EIT region (Liming Qiao, Central European University, Budapest)
Summary: The EU ETS and carbon leakage: addressing a multilateral challenge

For the future changes of the EU emission trading scheme (ETS) the competitiveness and carbon leakage effects are amongst the most controversial issues in the debate on stricter caps and auctioning of emission rights. While carbon leakage is of major concern to climate policy makers, industry and industrial policy makers pronounce competitive disadvantages from carbon pricing for energy-intensive industry with trade exposure. Leakage effects are becoming increasingly relevant for the next unilateral climate policy steps in the EU and in a number of countries (Australia, New Zealand, regions and provinces within the United States and Canada). Producers who cannot pass through carbon costs may adjust by reconsidering investment and production locations. If carbon pricing through stricter policies at home gives room for more emissions abroad, this clearly needs to be addressed by the governments that have or will be committed to mitigation in their territory. Moreover, in a world of unequal carbon prices, industries with carbon-intensive production need certainty about the policies that address leakage, and remedies should be considered at an early planning stage. Any of such measures, including free allocation, sector-specific agreements on emission standards, and border cost adjustments, need to be coordinated with trade partner countries and in the general negotiation process on a global climate regime under the UNFCCC.

The focus of the Climate Strategies Project on “Tackling Leakage in A World of Unequal Carbon Prices” is to come up with 1. Framing the debate on leakage from the EU emission trading scheme after 2013. 2. Giving special attention to border cost adjustments and their role for major EU trade partners. 3. Providing insights by comparing border cost adjustments to free allocation and sectoral agreement, and their effectiveness in contributing to reduction of price differentials between different countries committed to GHG mitigation. 4. Delivering legal, institutional and quantitative analysis of border taxes. 5. Connecting the debate on border measures against leakage to the international negotiations on a new global climate regime after 2012. 
Summary: Green Investment Schemes (GIS): Maximizing their benefits to climate and society

As a result of the economic recession, the Central and Eastern-European (CEE)countries, together with Russia and  Ukraine have a huge amount of surplus AAUs for the first commitment period. However, most of the countries with a compliance gap, have already announced that they do not intend to achieve their compliance with the Kyoto Protocol through buying “hot air (Gorina, 2006; World Bank, 2006). In order to bridge this gap, it has been proposed that green investment schemes (GISs) should be set up in the countries with excess emissions. GISs tie greenhouse gas (GHG) emission reductions to the sale of AAUs, therefore “greening surplus AAUs”.

The key characteristic of the GISs is that currently there is no international law or treaty that regulates them, in comparison with the other Kyoto Protocol flexible mechanisms (FMs). All decisions related to GIS architecture or acceptability are merely at the discretion of the two governments: the buying and the selling one. 

This high degree of freedom, flexibility, lack of previous experience and track record provide both advantages and risks of setting up GISs.  One of the advantages is that the scheme can be applied to areas where currently have not been affected by other key mitigation measures (such as building energy-efficiency retrofits).  While there is a strong temptation to engineer GIS in a similar framework as the other two FM (CDM and JI), it seems desirable to apply a modified architecture in order to “correct”  the failures or shortcomings of these two.

Meanwhile, the lack of previous experience and extensive background research poses the risk that even the most optimally designed systems may not bring the desired effect. Therefore, in order to exert the full potential of GISs as a financial instrument for global climate change mitigation, it is important that the different architecture options and their economic and environmental impacts are well studied and each national GIS scheme is designed with a profound understanding of the consequences of these choices.

The objective of the project are: 1.to provide recommendations that maximise the benefits of GIS schemes for the global climate, as well as the societies and environment of the selling countries; 2. to draw lessons from the past experiences from the other flexible mechanisms, CDM and JI, and provide recommendations how GIS could be designed with an aim to overcome their pitfalls and become a potentially superior instrument to deliver climate change mitigation and sustainability benefits; 3. to provide recommendations how the challenges of design, legislation and implementation phases of GIS can be managed in the short time remaining until 2012.
For further questions please contact: 

Bernhard Schlamadinger, 

Research Director, Climate Strategies, www.climate-strategies.org
bernhard.schlamadinger@climate-strategies.org

About Climate Strategies

Our mission is to assist governments in solving the collective action problem of climate change. We convene international groups of experts to provide rigorous, fact-based and independent assessment on international climate change policy. We aim to connect leading applied research on international climate change issues to the policy process and public debate, raising the quality and coherence of advice provided on policy formation. To effectively communicate insights into climate change policy, Climate Strategies works with decision-makers in governments and business, particularly, but not restricted to, the countries of the European Union and EU institutions. 

