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MOHAMMED FARASHUDDIN

HEN Alfred Marshall defines

Economics as "The Study of man in his

ordinary business of life many people
feel uncomfartable on the ground of the defini-
tion being to wide and lacking focus. The standard
text book definition of Economics by Professor
Lionel Robbins, "Fconomics in the swudy ol
human behaviour as & relationship between
unlimited ends and scarce resources, which have
alternative use”, thus finds much greater accept-
ability. But the question that perpetuated from
Marshal] through to the most modern paradigm
of sustainable human development is that well
being of the people is the cornerstone of any
cconomic policy.

At the outset, | would like 10 present a few
achievements by way of looking at the fundamen-
tals of the Bangladesh Economy. During the three
decades of our independence, although the
average growth rate in GDP has been around four
percent perannum, theGDP growth rate has been
five and a hall percent or more per annum in

recent imes, The annual population growth rate

has declined to 1.5 percent and may reach @
replacement level in near future.
Notwithstanding the question on its quality, the
current adult hiteracy rate is 61 per cent. Infant
mortaliry is down to 57 per thousand and mater-
nal mortality during child birth o about 3 per
thousand. Accessibility to potable water is now
quite high althaugh the arsenic menace is poten-
tially abig threat. |
Bangladesh has achieved more significant
rogress an agriculture with the annual
oodgrains production reaching a level of 27
million tons compared (o 10 million tons in 1972
and yet the actual land under cultivation has been
reduced to eighty five percent compared tothat in
1972, The achicvement of sell sufliciency . in
foodgrains has been made possible due to bold
and imaginative policy initiauves of the
Govermment, particularly following the most
devastatng lloods of 1998, in ensuring availability
ol agricultural inputs seeds, fertilizer, irrigation,
pesticides  muotivation, extension service and
credit at the right place and right time and delying
the advise of the development pariners and
ccononusts. al subsidized price, Continued
favourable climate, thanks 10 His grace, was a
positive feature in this regeneration and progress
in agriculture sector. In fact, (o a visitor 1o rural
arcas ol Bangladesh whao had seen Rural Bengal in
the past. a hvely and vibrant farm sector bears
testimony (o a potentially major contribution to

theeconomy through the agriculiure sector.
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Toconclude thisbackground part, F should ke
1o reler 1o a related chain of events thar should
cncourage any friendly observer ol the
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Bangladesh scene. Imports during the first nine
months of the present financial year has
increased by more than seventeen percenta
points in term of LZCs settded; more importantly
the composition of the imports has changed in
favour of capital machinery and industrial raw
materials imports where the growth is actually
more than 30 per cent, Together with this, we sec a
double-digit growrh in industrial credit from the
Banking Sector and a 14 per cent increase in
industnal production as well as a 15 per cent plus
awth in exports orders. Investment to GDP ratio
E:as increased (0 22 per cent. Inflation has
remained low at 3 per cent as an annual average.
Debt management has remained sound as the
debi service ratio has been nat more than 10 per
cent of exports earnings. Tremendous progress
has also been made in recent years in terms of
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elforts in terms of building social safety net
programmes fike Vulnerable Group Feeding,
Distressed and Widow Allowance, Old Age
Pension, Unprivileged Freedom Fighters
Allowance, Asrayan, Grihayan, Ekt Bari Eku
Khamar and a host of programmes for the
unprivileged and under-privileged children have
show the way [or \miumus- socidl engineering in
poverty alleviation in conjunction with micro
credit programmes by NGO and assisted by devel-
Opment partners.

Second, there 1s a major constraint in the farm
ol human résource scarcity. The education system
is more geared towards general education. The
technological content of the curricula need 1o be
enhanced vastly and graduates/diploma holders
should notonly have theoretical knowledge of the
state-of-the-art in cach skill but also, through
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exeeptionally good in arresting the spread of
default culture and reducing classified loans in
Rross terms by six percent and by ten thousands
million, it is still quite high at 34 per cent. Also
important is the ftact that following enhanced
supervision, Insiders loan now at taka 7500 mil-
lion is on the decline and loans/advances on
political dictation is negligible at present.. The
new entrants in the arena of private sector bank
have set the desirable competition for market
share through efficiency and transparency. In
2000, 26 banks including some public sector
banks carned profit amounting to taka 13000
million, as many as 11 private sector domestic
banks were able (o give cash dividends to their
share holders. The cost of intermediation is still

very high and market distortions still keep the

cost of fund ar high levels and interest rate unre-

evelopment agenda and vision 2020: Rhetoric or reality?

globalization phenomena, in ensuring a produc-
lon system consistent with our factor endow-
ment and vigorously promoting specialization in
the area in which we have comparative advan-
lage.

Sixth, given the achievements in the exports of
ready made garments successfully beating the
competition from other South Asian countries
and given the social transformation within the
cconomy through 1.5 million jobs in RMG mostly
held by women, all our efforts need to be redou-
bled In going backwards in fabrics production
and forward in marking apparels of higher quality
and lashion. Also there is no reason for
Bangladesh not to be able to manufacture most of
the textile accessories in our country, What | am
saying Is that an increase in the value addition in
RMG sector from the current level of 20 per cent or

A time has come where despite political differences, a national consensus on major economic policies would emerge; this is the crying need of the hour. For
this to happen, the palitical parties would do well to increase the economic contents in their programme. May be the economists and planners also take into

view the pelitical, psychological and sociological factors in their exercises.

creating physical infrastructure and in adding to
the electricity generation by 900 MW,

Dovs the description above suggest that there
are no problems fucing Bangladesh in wrms ol
socio-economic development. No. There are
problems some ol them quite serious. Bul
achicvements so far are by no means small; the
progress has shown that appropriate macro
policles and willingness 1o work hard would
create conditions for successfully tackling the
botlenecks and challenges for taking ol towards
a sustainable human development for peace and
prosperite The institutionalization of the demo-
cratic process as has been ongoing would be a
great asset in this journey o economic develop-
ment. ;

Fwould then like 1o list some of the challenges
with briel description as tohow tu go aboutlacing
and dealing with them. Needless o say, what |
would be statng as recommendations are my
personal views and should not be seen as those of
the Central Bank or ol the Government.

First. povertv is stll @ big problem. Despite
recent progress, due (o significait agricaltural
development, laudable NGO eflorts and con-
sciously pursued government efforts, according
(o one estimalte, as manyas 44 per cent people are

~ still under the poverty hne. In faet, bottom 10 per

cent ar so ol the population are in a stale of severe
deprivation and require signilicant social trans-
ferstoramere hiving and tor comingio alevel tobe
cven micro credit worthy, Recent government

practical training in the respective sec-
tor/subsector industries und potential vocations,
In this connection, the potential users/employers
of the skilled persons must be associated at all
stuges ol the education starting frony lortaulation
of the curricula through to the practical traming

“and perhaps sponsorship. Various training

programmes undertaken by the NGOs and others
implemented by the government through Youth,
Women and Social Wellare Directorates as well s
through the polytechnic institutes oughr (o be
more practical oriented with the skilled knowil-
edge more marketable in the sense of suiting the
specilie skillneeds of an expanding economy.

Third, huilding of infrastructure  ports, roads,
electricity, telecommunications ete should be
done at a pace faster than at present. We would
not well 1o remember that the strength of a chain
is determuned by its weakest ink. And provisions
of the physical infrusoructure should move in
harmony with cconomic expansion [or not ornily
improving the productivity ol the cconomy but
also enhancing its size and structure. Public
sector domimanon ol the physical inlrastructure
sectoris now oul Hashion and we would do beter
to change our orientation in lavour of the global
pracices of associating the private sector more
and myorem intrastracture building,

FFoarth, tnancial intermedianon lor capital
formation for imvestment in Bangladesh need 1o
mprove and enlarge vastly through relorms
programmes. Although the vear 2000 has been

sponsive o market stumulus. More vigorous
ellorts are also necessary 1o invigorate the capital
market as well as bringing the inswrance fund,
pension deposits, venture capital, bond market
etc into e for enhancing generation ol greater
guantumol mvestible resources,

Fifth, th¢ exports base of the country is 100
narrow with only live items contributing to ninery
percent of the exports proceeds and one item,
MG accounting lor almost three-lTourths ol the
exports revenue. Through carclully designed
policies it would help transformation ol agricul-
tural products (¢.g potato, fish, vegetables, Now:
ers, pme-apples, mango, tomato) into processed
products [or home and export markets; for this
nol anly promotonal but also some mild protec-
tive measures would be essential, Rather than
massive liberalization ofunilateral nature as done
In the early Y0s causing grievous injurv 1o many
local industrial units, enlightened sell interest
should guide policies of éxchange rate, tarill
structure, mvestment and subsidy. Unless we
have policies that would discourage (0o much
proht in trading and encourage more and more
production based on indigenous raw materials,
the so-called mmport dependence syndrome
would never reduce et alone end. 1 am cerainly
nol pleading lor a protectionist policy, neither is
there any mernit in pursuing a palice ol autarky.
What would be benehcial for our tconomic devel-
opment IS a revisit (o macroeconomic policy
arcds lully bearing in mind the liberalization and

S0 10 at least 50 per cent is not only possible but

- would also help actually steer the economy clear

of the forthcoming globalization challenges, Also
the RMG industry would do well 10 recognize the
medium and long-term welfare and salery mea-
sures forits workers.

Seventh, as a relatively resources scarce coun-
try, we can il alford 1o allow wastage and flight of
capital through Iraudulent practices. There are
severe and widespread allegation of hundi that
stops inward remittances of forcign exchange,
over invoicing of imports, fraud in imports, [ake
exports and non-repatriation of exports pro-
ceeds, Public awareness against these and deter-
mined etlorts by the law enforcing agencies and
the banking system should develop handles to
deal with such anti-state activities with an iron
hand. The Money Launching Law that is being
lormulated could be expeditiously enacted and
cHlectvely implemented. Recent successes in
increasing the official remittances by making
hundi more diflicult should be vigorously fol-

lowed up in improving the quality and speed of

reaching the official remitted amounts 1o their
heneliciaries.

Eighth, hartals, terrorism, tralfic congestion,
political strife and corruption are concerns which
deal fatal blow 10 any economy; the nation as a
while and the civil society in particular, must have
the determination to raise its sStrong voice against
such selfimBlicting injuriesto the cconomy.

Ninth, we have not dong justice 1o our envi-
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ronment where healthy regeneration and preser- -

valion can guaraniee a sustainable development
path. There is no reason why we would not be able
1o banish the two-stroke engine vehicles aswell as
the polythene bags.

Tenth, in order for us 1o be able to get a rightful
shareinthe big IT market, investors would do well

~ininvesting in this sector 1aking advaniage of the

significantly conducive conditions already cre-
aled and as more improvements are on the cards.
A general awareness about technology and a
specificinclusion of it in the curricula would help
maximize gains from the recent steps in favour of
IT sector,

The growth path described above with signifi-
cant acceleration in the recent years wold thus
point 1o strong possibility that we should be able
10 celebrate the golden jubilee of our independ-
ence in the year 2021 as an environment-friendly
middle income country where democracy, peace,
prosperity and an exploitation-free Sonar
Bangla’s fumament would smile. For this 10
happen, Bangladesh would need 1o double its per
capitalincome thrice in two decades thisis by no
means beyond reach.

In the journey lowards socio-economic
growth in the last (three decades, valuable experi-
ence and expertize have been acquired and tangi-
ble assels created (o encourage an optimist like
me to predict the blossoming of the remaining
ingredients effective governance, superior man-
agement and corporate culture. For this (o hap-
pen, there is an urgent need 1o most effectively
deal with the issues of terrorism, political conflict,
hartal and corrupiion so that the young edu-
cated, conlident, innovative entrepreneurs of the
country leel encouraged 1o 1ake the risk of invest-
ment in the potentially promising in industrial
and agro-industrial sectors. A time has apme

where despite political dilferences, a national .

consensus on major economic policies would
emerge; thisis the crying necd ol the hour. For this
10 happen, the political parties would do well 1o
increase the economic contents in their
programme. May be the economists and planners
also take into view the political, psychological and
sociological factors in their exercises, With the
advent of the forthcoming election, each political
party may consider spelling out i1s economic and
environmental policies in the election manifesto.
Each should also be prepared for open and media
debates on their position on major economic
ISSLPeS,
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Climate change talks to take new turn after US softens its position
but the ice-berg is yet to melt

QUAMRUL ISLAM CH(MDHUM

"HE indomitable Dutch
Environment Minister and
Chairman of the interna-
tional negotiations on climate
change Jan Pronk has been quite
successful by. inviting some 40
ministers and senior officials 1o

- informal talks in New York on April

21, 200] 1o take stock of the political
situation since the suspension of
negotiations in The Hague last
November and the USA appeared 10
soften its hard-line stance amid
world-wide criticism for its anti-

Kyolo Protocol move. Pronk has -

been successful in bringing back
USA in the climate negotiation table
after US President George W Bush's
public declaration against Kyolo
treaty hurting the rest of the world.

Pronk who chairs the resumed
sixth session of the Conlerence of
the Parties in Bonn from July 16-27,
2001, informs newsmen that USA

will l)lt:-in the next round of talks on
battling globhal warming even as it

- reaffirmed its oppesition (o the

Kyvoto treaty. " The US decision 1o
attend talks meant thar Kyoto was
still alive despite Washingion’s
surprise announcement last month
that it was bowing out of the treary. i
isalive. It is not complaely healthy, |
would say it is recovering,” Pronk
briefs newsmen alier a day-long
closed-door hectic informal strate-
gic talks on global warming with
representatives of some 50 coun-
tries including 15 environment
ministers, State Department's
Kenneth Brill representing the USA
on Saturday in place of US
Environmenial Protection Agency
chief Christine Todd Whitman, also
nodded that the USA would be
represented at Bonn. Pronk says all
countries including USA agreed that
nations should curb greenhouse
gases 10 counter global warming
durningthe closed-door talks.

At the informal ralks, all nations
urged USA 1o retumn to the negona-
tion 1able of the Kyofo process but
vowed 1o press on with jt regardless
ot USparticipalion,

“The position was not “Let's sif
on our hands and wait for the USA.
The position was ‘Let’s go ahead.”
savs UNFCCC Executive Secretary
Michael Zammit Cutajar who is h!li?]
aptimistic about the prospect of its
resolution. Prohk has alrcady circu-
lated his “New Proposals by the
President ol COP 6" among all envi-
ronment ministers. And that pro-
posal will also be ar the centre of
another round of informal walks in
Stockholm in next. month providing
additonal preparations for the
Bonn talks. Develuping countries
will also hold another informal
meeting ol their own 1o chalk-out

their sirategy. Regrettably,
Bangladesh an imporiant player of
this negotiation and one of the waorst
victim of global warming and sca-

level rises, could not been repre-, -

sented by the Environment Minisier
or her Secretary though bath of
them were invited by Pronk. What is
the Bangladesh position about
Pronk proposal? What s in (hat

package? Is that package biased
I(Mm'g!l 1S position? Is that plaved
the whole trick 10 bring back the

USA in the Kyolo negotiation pro-
cess? Will Pronk packoge safeguard

theinteresis of developing countries
indm!infﬂangladush? Certainly, we
have 1o look at the negotiating rest
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circulated by Pronk.

The aim of resuming COP 6 in
July 2001 isto complete work on a set
of negotiating texts that address all
issues covered by the Buenos Aires
Plan of Action and 1o adgpt a com-
prehensive and balanced package of
decisions on these issues.

Al the suspension of COP 6 last
November, substantial advances
had been made on all these negoti-
ating texts, on the basis of the work
of the subsidiary bodies and under
the responsibility of their Chairmen.
However, the consideration of the
total package of political "crunch”
Issues contained in those texis was
insufficient to permit agreement on
the texts at that time,

"It is my judgement as the
President of COP 6, taking account
of advice received, that the initial
focus of resumed negotiations
should continue 1o be on the pack-
age of political issues. Consensus on
its components will open the way (o
the further consideration and adop-
tion of the separate dralt decisions
onthetable,” Pronk says.

The purpose of his new propos-
als, according (o Pronk, is 1o main-
tain the required political focus and
lo propose a balanced set of solu-
tions to the selected “crunch™ issues
that can provide the basis for the
development of revised negotiating
text. These new proposals have been
developed following in-depth con-
sideration. of the comments
received from Parties on his infor-
mal note of November 23, 2000 and
extensive bilateral consullations.

In preparation for the resump-
tion of COP 6. Pronk seeks advice on
the package of proposals, which
should be evaluaied as a whole.
Some of the critics have already
described Pronk’s proposal biused
towards US and lirtle bit hard on the
devcloping countries. i

The COP President in his package
proposes same [0-member compo-
siton for all new bodies (o be estab-
lished by COP or COP/MOP (CDM
Fxecutive Board, Adaptation Fund
counal,. Compliance Commitice
facilitative branch, Compliance
Committee enforcement branch,
Intergovernmental consultative
graup of scientific and technical
experis on technology (runsier).
Composition (0. be based on equal
representation of the five UUN
regional groups. taking into account
interest groups as rellecied by the
current pracuce of the UNFCCC
bureau; and common but different|-
ared responsibilities and respective
capabilities.

*According 1o the Pronk packige,
the COP o strengthen its continuing
guidanceo GELL

and GEF (o2 ensure thar projects
are responsive to national necds and

rlorities. (‘country driven’) and
mnegrated in national programmes
Cownership’), streamline proce-
dures and policies, project cyele and
delivery system,

"On the basis of article 11 of (he
Convention, the GEF functions
under the guidance of the COP | he

COP decides on policics,
programme priorities and cligibifiv
criveria relared o the Convention,
Pronk poinis oul,

OnAdapration Fund, he suggosts
o fnance demonstration/ pilo
adaptation projecis and
programmes and concrete adapta-
HON projects and programimes in
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developing country Parties.
Adaptation projects and
programmes, inter alia in the areas
of water resources management,
agriculture, health, infrastructure
development, [ragile ecosystems
and integrated coastal manage-
ment, o be eligible for the
Adaptation Fund. Capacily-
building for adaptation and mea-
sures regarding forest conservation,
rehabilitation of degraded land and
combating desertification, particu-
larly in AiTica, also 10 be eligible for
adaptation funding Centres and

_information networks for rapid

response to extreme weather evenis
1o be strengthened or established,
utilising information technology as
much as possible. Funded from
share of proceeds of CDM (two per
cent.of CERs generated) and contri-
butions from Annex 1 Parties (the

latter in particular during the start-

up period).

Pronk preposes new (rust fund
within GEF managed by a separate
council under the guidance of the
COP/MOP.

Projects on [orest conservation,
rehabilitation of degraded land and
combaung desertification are not
eligible as CDM projects. Such
projects will be eligible under the
Adapration Fund, he spells out.

On Special Climate Change
Fund, the Pronk package suggesis to
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linance activities, programmes and
measures related to climate change,
in the ficlds technology transfer,
capacity building, economic diver-
silication, energy, transport, indus-
try. agriculiure, [loresiry and waste
These activiries, he says,
programmes and nmicasures w be
additional and complementary 1o
those funded by the resources allo-
cated 1o the GEF climate change
local area and by mulnlateral and
bilateral funding, Funded by coniri-
butions by Annex units of Assigned
Amount, Parties in the [ormm of
linancial conmibutions and/or New
trust fund within GLF manuged by

the GEF Coungil under gadunce of

theCOP .

In the Pronk package, there is a
provision ol separate work
programme lor LDCs 1o be estab-
fished by the COR The work
programme 1o include patonal
adaptation programmes of action
and the establishment of an 1DC
group of experts 10 assist in (hese
progranimes, Activities in the work
programime (o be hinanced by GLE
Inaccordance with the eriteria 1o be
developed. Exempt CDM projectsin
I DCs Trom share of procecds oy
adapration,

On Resouree [evels, he proposes,
Abnex 1 Pardties 1o contribute new
and additiona! resources lor non-
Annex 11 Parties, on a grant or
concessional basis. Total contribu-
tions 10 rise 1o a target of USS one
billion per year us soon as possible
and not later than 2006, As an indi-
cation, the amount 1o be used for
adnptation to rise (6 approximutely
halfthe resources level, over a num-

‘ i

ber of years, he clarifies adding the

contnbutions larr;rl (o be based on .

Annex | Parties relahive share of CO2
emissions inl Y40,

Financial llows entering into the
calculation of this target to com-
prise: Contributions to GEF that are
allocated (o the climate change focal
area, Contributions to the Special
Climate Change Fund,
Contributions to the Adaptation
Fund, Bilateral and mululateral
funding for climate change activities
that is additional to current funding
levels.

Public lunding for CDM projects
and the CDM share of proceeds not
(o enter into the calculation of the
target. Annex 1 Partes 1o report 1o
the COP 1n their national communi-
catonson these financial lows. GEF
toassistinidentifying the share of its
replenishments allocated to climate
change activities. Based on advice
from the Climate Resources
Committee, COP 10 review the
percentage allocated 1o the
Adaptanion Fund and total funding
levels, taking into account resources
generated by the CDM share of
proceeds. COP to provide guidance
on the allocation ol funds to individ-
val subject areas addressed by the
Special Climate Change Fund and
the GEE Parties that il 1o pay their
share ol the contributions target 10
be ineligible for seats in the new
bodies.
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to be limited, and to include the
President of the COP; ministers or
senior officials dealing with finance,
development co-operation and

environment; and top level
representatives of multilareral
banks and the private sector.

Torestablish an intergovernmen-
tal consultative group of scientific
and technical experts on technology
transler under SBSTA 1o address
barriers 1o technology transfer,
information needs and progress on
lechnology transfer and to enhance
the implementation of Article 4.5 of
the Convention. Activilies,
programmes and measures 1o be
funded by the Special Climate
Change Fund and the GEF climate
changefocal area.

He says, it is his impression that
the proposals above, together with
the proposals on finance and
response measures allows us 1o take
decisions on all outstanding issues
with regard to the transfer of tech-
nology.

According (o Pronk, response
measures might have adverse,
social, environmental and eco-
nomic impacts on developing coun-
Iries parues. Therelore Annex |
‘arties should report on their eflorts
fo minimise these clfects. It may be
noted that questions of implemen-
tation with respect 10 Article 3.14 of
the Protocol fall within the mandate
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We are not sure of the participation of Bangladesh delegation at the forthcoming Stockholm informal talks or
developing countries’ meeting next month but those will be very vital round of negotiations for Bangladesh. This
negotiation is so important for the survival of the people of Bangladesh as they will be the worstvictims of any

probable degrees of climate thanges or sea-level rises or global warming.
m

New and additional tunds are
necessary [or inancimg activities in
non-Annex H Parties. Both the total
resource level and the level of mdi-
vidual contributions should be
determined, he points out. The
proposal tolink contributions to the
share of emissions is designed o
omote equity among Annex |
artes i the shares they caontribute
1o the Axed sum. Some ol the Ansnex |
Partics both comiribule and are
cligible Tor activities 1o be funded,
Because ol the specilic nature of the
CDM, public tunding for CDM
rojects and the shire ol procecds
evied on the CDOM cannot be
entered into the calewlation ol the
resoutce levels, In order 10 avoid
leakage of bilateral and multilareral
tunding, the USS one billlon should
be addinonal (o current bilateral
and multilareral Bnancial Mows,

Pronk proposes lormation of a
Clirmate Resources Committee and
COP o recommend to the Secretary
Ceneral ol the United Nations inthe
context ol the preparations tor the
Warld Summiit on Sustainable
Development, the establishimient ol
d high-level Climare Resources
Caommiee which tasks mclude: 1o

develop eriteria tor the review ol

climime change contributlons, 1o
monitor funding needs and avail-
ability, to advise on the allocation ol
resources. to determine whether the
agreed targers for lunding have been
achieved, 1o mobilise - additional
resources, as needed and to develop
paticy conclusions lor consider-
ation by existing financial chunnels
andinsitutions.

Membership of the Commitiee

LY

of the facilitative branch of the
Compliance Comminee,

He suggests Develophg country
Parties have to report on their necds
and concemns in order (o assess the
need for further action. Assistance
and concrete action by Annex |
Parties should be based on method-
vlogical work as rej7ected in
1Z1CES, Eeonomic diversification
actvities are chigible for funding
under the Special Climate Change
'und.

The puiding principles for treat-
ment ol Land Use and lLand LUse
Change and Forestry (LOTUCEK)
acuvities under the Kyvoto Protocol,

“Decisions based onsound science.

Reliable national system lor
LULUCE in places (the capacity o
relably estimate;, repont and verily
cmissions and removals fron
LITIHUCT).

ISsuance ol credits tor LUTLUCH
activities only alter review ol inven-
tory by Expert Review [eams, puisi-
ant Article 8 has been completed. |
analysis ol the Expery Review Team
micates a question of comphance
the matter 18 passed on 1o
Compliance Comnmitiee.

Fhgible acnvities are those tha
have been widely discussed
amongst Purties and which were
included in the' lust negotiating
text(FCCCISBS TAT20001CPRP ).
Some Parties requested the addition
of “"degradation” und
“devegetation” in order to account
symmetrically for both sinks (e,
revegetaton) and sources (.,
devegetation), However,
operationaising "degradation” and

"devegetation” would create prob-
lems, such as initial stock-taking
and monitoring. Therefore, further
methodological work through a
SBSTA process, supported by the
IPCC, 1s-necded 1o address these
ISSUues.

The architecture of the account-
INng section on Article 3.4, including
the boundary condition for LULUCF
accounting in the first commitment
period, aims to address the follow-
Ing live [eatures:

a) Quality of sinks:
L.e.meetingtherequirementsofArticl
e3.4ofthePotocolsuchas"since

1 99 0 a na s Shatm.an
induced”(referring to the ninth
guiding principle). This, in part, is
the rationale for applying adiscount
factor in the second tier and apply-
Ing "net-net " accounting in the
third tier.

b) Scientfic basis: Implementing
the requirements under a) is very
challengingin the first commitment
penod, especially for forest manage-
ment. More scientific and method-
ological work is needed. Therelore it
is proposed (o deal with these prin-
ciples pragmatically during the first
commitment period (through
discounts), while at the same time
establishing a process in order 1o
claborate on modalities for
accounting in future commitment
periods. The level of the discount-
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lactor (85910) rellects a compro-
mise berween values brought for-
ward by Parties, which range from 67
percent 1o 97 percent. Thescientilic
uncertainties surrounding this issue
lead 1o the choice of a discount value
which inclines towards the higher
end ol this range,

¢) Quanuty of sinks: Some Parties
counted on a nunimum ol sink
credit under Article 3.4, Other
Partes preler to limir the credits ol
article 3.4 sinks i arder 1o limit
distortion of the Annex B burden
sharing and (o maintain focus on
emissrons reduction (achieve
decoupling ol economic growth and
CGHG emissions). This is the ratio-
nale tor, proposing a limitation on
credits resulting from the second
and third tier under Article 3.4
(boundary condition for account-
g, Given theuncertainiy and non-
comparability ol available data on
FULUCE acnyvities, this imitation is
expressed as a percentage of the
arly s base vear emissions, The
value ol the cap reflects a compro-
mise between the cap proposals

- brought torward by Parties, which

range lrom 0.5%1or the sum total ol
all activities to 4% lorlorest manage-
mentonly,

d) Anomaly ol article 3.3: 1t is
acknowledged that a decision 1o use
the 1PCC delinitions under Arnicle
33 will create a debit for some
Annex | Parties, even though they
have an overall increase in their
forest carbon stock. This is the
rationale for the first ter, which is
exemptiram the cap.

¢f Incentive Structure: e is
important that the aecounting

system provides appropriate incen-
uves for land managers. Full credit
should be granted to activities in the
commitment period which are
additional, compared (o their base
year level. Therefore "net-net
accounting” for the agricultural
sinks is proposed, without discount-
Ing.

The “three-tiered” proposal for
accounting of article 3.4 LULUCF
activities in the first commitment
period sceks to sirike a balance
between the five considerations
mentioned above (quality, scientific
basis, quantity, Article 3.3 anomaly
incentive structure).

Views dilfer widely with regard to
the possible inclusion of LULUCF
activities in the CDM. It is not possi-
ble to decide on modalities for their
inclusion without a thorough
assessment in SBSTA of the related
technical and methodological
iIssues. At the same time, postpone-
ment of a decision on eligibility of
LULUCE acuwvities 1s regarded, by
many, as a threat (o early ratifica-
(ilon. Therelore eligibility of only a
limited set of project activities for
the lirst commitment period (sub-
ject to the boundary condition {or
LULUCFE accounting) is proposed,
while at the same time establishinga
clear agenda and deadline for con-
sideration by SBSTA and decision-
making by the COP an modalities for
their inclusion. Projects aimed at
“preventing deforestation” are nol
cligible as LULUCE project activities
under the CDM. Howgever, projects
on lorest conservation, rehabilita-
tion ol degraded land and combat-
ing desertfication, although not
cligible under the CDM in the first
commitment period, are eligible lor
funding under the Adaptation Fund
(seesecnon 2 on Finance).

Under Article 6, conformity with
the modalities under Articles 3.3
and 3.4 1s necessary because
Article6sinksprojecisshouldbeparto
linventoriesolPartnieshostingArticle
Gprojects. This also prevents “credit
laundering™ ol non-eligible
LULUCE activities through Article 6.

'he data have limitations.
However thev indicate that the
ouicome ol the “three tiered” pro-
posal would allow nearly all Parties,
that have shown an interest in using
Article 3.4 sinks in the hirst commil-
ment period, to meet approximately
hall ol their emission reduction
commitment in this way. Pronk
proposes this boundary condiion
in order to make the architecture
outhined above elfective without
losing environmental credibiliny

The "three ticred approach”™ does

not respond (o the demand tor this

opton lrom interested Parties with
very specilic characteristicos in their
LLHUICE sector in particular when
their foresis already cover a high
woportion of the total fand arca. A
inited and parial deviation from
the proposed methodology could be
lormulated 1o address these specific
CIFCUMsLanees. :

Fhe inclusion ol some LUTUCE
activities under the COM may also
help o accommodate thisissue.

In their use of the mechanisms,
Parties to be guided by Articles 2 and
JoltheConvention

Policies and measures to be
implemented and/or further elabo-
rated in accordance with nanonal
circumstances and wath a view 1o
reducing mequalitios in per capita

emissions between developed and
developing country Parties.

Annex 1 Parties (o meet their
emission commitments chiefly
through domesticactionsince 1990.

Relevant information (qualita-
tive and quantitative) to be provided
under Article 7 of the Protocol, for
review underArticle 8.

In addition, environmental
integrity i1s achieved through sound
modalities, rules and guidelines for
the mechanisms, strict principles
and rules governing sinks activities
and astrong compliance regime.

Questions of implemeniation
with respect to supplementarity fall
within the mandate of the
facilitative branch of the
Compliance Committee.

Pronk proposes adoption of a
formal agreement supplementing
the Kyoto Protocol. Important
considerations for the choice aof the
basis of adoption are (aj the umely
entry into force of the compliance
system and (b) the desire that all
Annex | Parties that become a party
(0 the Kyoto Protocol also become a
party to.ahe compliance system. In
order to enable States to [fullil
domestic requirements [or early
ratthication ol the supplementary
agreement on comphance, the
compliance system should be
adopted atCOP6.

i order to secure that all Annex |
Parties that become a Party (o the
Kyoto Protocol also become party to
the compliance system, the amend-
ment 1o the Kvoto Protocol estab-
lishing the second commitment
hrrim? could be used. This amend-
ment could provide that these
arties can only participate in the
second commitment period if they
are a party (o the supplementary
agreement on compliance. It should
be noted that this legal safeguard
will not work in the hirst commit-
ment perniod, butonly insubsequent
commitment peniods. In the first
commitment period, all Partes
should be encouraged by polincal
means to become a party (0 the
supplementary agreement on
comphance, according 10 Pronk's
proposal.

What is position of Bangladesh?
Doves Bangladesh endorses Pronk's
proposal? OQur Environment
Minister and Environment
Sceretary have already missed the
strategic New York talks where they
could highlight the concerns of the
developing South or G-772 We are
not sure ol the parucipaton ol
Bangladesh delegation at the lorth-
canung Stockholm infarmal talks or
developing countries meeting next
month but those will be very vital
round of negotiations for
Bangladesh. This negotiation is so
important for the sorvival of the

people of Bangladesh as they will be
the wuorst victims of any praobable
degrees of climate changes or sea-
level rises or global warnming.
Scientists are now predy sure about
more frequent cvclones, tdal
surges, storms, hit-waves. cuold-
spells and other abrupt chimatic
hebhaviors. Are our policy makers
faking any mitigation measures * Do
they care for the nation?

Quamryl Islam Chowdhury s Chasman of
Commonwealth Environmenial Joumaksls of
Bangladesh (CEJA) and Forum of Environmental
Joumalists of Bangladesh (FEJB) Secrelary
General of Asis-Pacihe Forum of Environmental
Joumnalists (AFEJ) and Worla Water Forum of
Jourmnaists (WWFJ)
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