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“Offsets are an imaginary commodity created by
deducting what you hope happens from what
you guess would have happened.”

Dan Welch

Article 12 Kyoto Protocol
12

The purpose of the clean development mechanism shall be to
assist Parties not included in Annex | in achieving sustainable
development and [...] and to assist Parties included in Annex |
in achieving compliance with their [...] reduction commitments

Fact vs. Fiction?

Cap-and-trade

— Permits/allowances representing
emissions
— Shrinking cap

Baseline-and-cr edit/offset

— Credits/offsets supposedly represent
emission reductions

— Nocap

Current Scale and Composition of CDM

(R o o) S

urrent CDM pipeline: 4541 projects with expected 2.9bn certificates
CDM 4541

projects

Japan spent about ¥43.3bn in 2008, plans to increase by 40% in 2009
433 2008 2009 40




Problems with Current CDM
CDM

1. Additionality

2. Sustainable development

3. Effectiveness

4. Perverse incentives

5. Ecological Limitsto Offsetting

6. Equity

Additionality

« Logically impossible: testing additionality = testing against a hypothetical
future/baseline

* Main tools for additionality testing are subjective and can be easily
manipulated:

— Investment analysis
(showing project becomes profitable with additional CDM income)
CDM
— Barrier analysis
(showing that additional financeisrequired to overcome barriersto project
implementation)

Sustainable Development

« littleor no sustainable development benefit

« some projectscause social and environmental damage, e.g.
« largescale hydro power (cf. IR reports; e.g. Haya 2007)
« land fill gasflaring

» coal fired power plants

Additionality

CDM credits must represent real emission .
reduction that would not have happened without

the CDM l
CDM CDM

non-additional credits allow emissionsin
industrialised countriesto increase

estimates: Schneider (2007): 40% projects,

20% certificates, Sutter; Parrefio (2007): 50% of projects, Victor (2008):

33% -66% certificates; Haya (2009): majority of projects
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50% Sutter; Parrefio 2007 [t

66% CER  Victor 2008 ¢ RIVER
Haya 2009
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Source: Suttner & Parrefio 2007

Effectiveness

DM goal: reduce compliance costsin industrialised countries
DM :

nefficiency: some emission reductions can be achieved cheaper in other
ays (HFC23-destruction 47 times mor e expensive through CDM
Wara/Victor); similar N,0)

HFC23 CDM 47 (Wara/Victor); NO
neffective: CDM revenuestoo low and too unpredictableto support

ecar bonisation in developing countries
: CDM




Perver se I ncentives

« postponeclimatefriendly policiesto continuebeing eligiblefa CDM
projects
CDM

¢ Increaseof production of HCFC 22 to produce mor ewaste gas (HFC23)
for moreCDM credits
HFC23 HCFC22
CDM
¢ Support cheapest not best solutions (‘supercritical” coal instead of
renewable, LFG flaringinstead of better waste management)

Ecological Limitsto Offsetting

« for staying asfar below 2°C aspossible, we need both:
25-40% reduction in industrialised countriesand a deviation from
baselinein order of 15-30% in developing countries

-> mitigation action in developing countries cannot replace (offset!)
domestic emission reductionsin industrialised countries
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Equity

levy on CDM revenue for adaptation fund - developing
countries pay for their own adaptation

lack of safeguards for stakeholder consultations (* free prior and
informed consent based on clear under standings of the impacts
of theproject” (WCD, UNDRIP)), land rights etc

CDM >

Ecological Limitsto Ottsetting
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CDM is* pickingthelow hanging fruits” (implementing the cheapest
mitigation activities) in developing countries

increasing MAC (mar ginal abatement cost) in developing countriesin
order toreduce MAC inindustrialised nations

increases futur e costs of developing countries* own” contributions
(deviation from baseline, sectoral commitments, caps)

CDM

Case Study — Xuan'en Dongping

WCD (World Commission on Dams) compliance report contradictory

-> concerned farmers, villagers and community leaders not involved in decision;
decided between project developer and provincial and regional government
FPIC? (police to meetings)

- compensation for lost homes not verified (lack of oversight despite history of
corruption in similar case)

-> no additional support for those affected by forced resettlement (job support for
villagers moving to town)




Conclusions Conclusions

« the credits created by the CDM are used by industrialised climate science shows us that we need deep cutsin developed and some
q : q . reductionsin developing countries
?#r;ltlrlre:dtif)s(;?;na‘d)!j)i/li\glrlltaﬁ]lazya;ré(ayfetr% tsﬁl:ng;’ie (= -> no mor e offsetting post 2012 but deep domestic cutsin industrialised countries and

L p e . f | fi | I he Bal
S etlife i) Euesseleis Cis s i e Agﬁgglilz:fport or actionsin developing countries (as stipulated in the Bali
- cannot be fixed asit requires knowledge about hypothetical futue - before 2012 credit buyers should prioritise “ good” credits (e.g. Gold Standard,
additional screening for social or env. impacts)

Relevant International Rivers Reports

International Rivers Thank yOU!

M

Expanding Fake Creditsin the CDM: The Role of Japan and the
World Bank. Report for Friends of the Earth Japan.
Failed Mechanism. How the CDM is Subsidising Hydro Developers and
Harming the Kyoto Protocol. http://irn.org/node/2470
Bad Deal for the Planet: Why Carbon Offsets Aren't Working... And Christian Holz
How to Create a Fair Global Climate Accord. c.holz1l@research.glaac.uk
http://irn.org/en/node/2826
Rip-Offsets: The Failure of the Kyoto Protocol's Clean Development
Mechanism. http://irn.or g/node/3498
Xiaoxi and Xiaogushan CDM Hydropower Projects: Report from a Field
Trip. http://irn.org/node/3555
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