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The United States faces a challenging diplomatic situation following its decision to forego acceptance of the Kyoto Treaty, at a time when it is looking for allies in the promotion of justice and democracy, in cooperative efforts to reduce disease and poverty (including HIV/AIDS and malaria), and in the continuing war against terror.

It is now widely recognized that global climate change is occurring.  People in many countries are connecting the effect of global warming to the cause of greenhouse gas emissions.  Over the past decade, the United States has accounted for about one quarter of the total emissions.  It now is being blamed for a large share of the global warming-related (as well as unrelated) natural disasters.  Public tempers, along with global temperatures, have been heating up in North America and around the world following the appearance of two damaging hurricanes in recent weeks that have cost many hundred lives and well over $100 billion in damages.

Signatories of the Kyoto Treaty – now numbering 152 nations – also are showing fear and concern over the new climate pact sponsored by the United States.  Called the “Asia-Pacific Partnership on Clean Development and Climate,” this initiative aims to use technology to reduce emissions of greenhouse gases without accepting the caps specified in the Kyoto Treaty.  Many nations believe that this new agreement will undermine the Kyoto agreement, notwithstanding assertions by US officials that the aim is to complement rather than challenge the Kyoto treaty. Robert Zoellick, the US Deputy Secretary of State, has stated that “We are not detracting from Kyoto in any way at all -- we are complementing it."

Although the Bush administration has opposed a mandatory greenhouse gas emission cut, it has gone on record with clear statements of support for a technology- and incentive-based approach to meeting its goals. The administration has been consistent in its preference for voluntary industry efforts rather than mandatory carbon dioxide emissions limits, in the interests of minimizing further rises in consumer energy bills as well as of protecting US jobs, economic growth rates, and the global competitiveness of American firms. This position has been recently reaffirmed by James L. Connaughton, the president's top environmental adviser.

At state levels, however, moves have been growing to reduce greenhouse gas emissions. California has set clear and ambitious targets to reduce such emissions by 25% before the year 2020.  It has already adopted regulations to limit carbon dioxide emissions from automobiles, and several other states plan to follow suit with similar limits in coming years. (Leading car manufacturers are preparing expensive legal challenges to block such limits, and working to mobilize legislative allies to forestall the growth of mandated restrictions). Nine northeastern states have reached preliminary agreement to cut emissions from power plants by 10% before the year 2020.  Similar moves are afoot in California, Washington, and Oregon.

Awareness is growing of the need for an alternative to these unproductive legal and legislative battles.  America needs to trade its way out of the mess regarding global greenhouse gas emissions, and find new voluntary solutions that embrace carbon trading.  It was America that pioneered market-based emissions trading, with an incentive scheme that solved the country's acid rain problem at a fraction of the cost that had been originally forecast. And it was America that argued to include market-based mechanisms for emission reduction in the Kyoto accords.

At present, we are being left behind in following through on these innovations. The European Union's 25 members have embraced new carbon emission trading since January, 2005. The EU’s member countries are expected to trade some $37 billion annually in these markets, according to estimates from the Pew Center on Global Climate Change.  Carbon trading is now internationally recognized as the least costly, the least distorting, and most effective way to curb carbon emissions.

America has an opportunity to again take the lead in developing innovative solutions to what is both nationally and internationally our most serious environmental challenge: global climate trends that are being worsened by greenhouse gas emissions. Reclaiming leadership in this arena can pay dividends in our international standing with other countries, restoring confidence in world public opinion and improving diplomatic relationships with countries that we rely upon increasingly for trade, investment, and strategic cooperation.
Action of this kind will be welcomed as a manifestation of America's underlying goodwill policies, without compromising the national interest in economic growth and in the global competitiveness of US firms.

The key question is this:  Can we put in place a free trade-based mechanism that not only reduces harmful emissions, but alleviates poverty in developing countries on a basis that promotes peace and stability?
The answer is that now we can. An opportunity exists in Africa to set a replicable and profitable precedent for protecting forests on a basis that benefits companies, communities, and legitimate national government interests in Africa and the United States. That is what I would like to explore with you in the next few minutes.

First, some background information.  It is estimated that the quantity of carbon dioxide stored by the world forests is 10 times larger than all of the carbon emissions that have been released by burning fossil energy sources over the past 100 years of our industrial era.  One quarter of global carbon dioxide emissions in the world today is due to deforestation and land use changes.  In one medium-sized African country alone, the nation of Gabon, forests are estimated to store it at least 2.54 billion tons of carbon dioxide equivalent.  Deforestation poses a real challenge and is one of the worst contributing factors to global climate change. Because the atmosphere respects no national boundaries, the loss of carbon storage systems in even one country can have significant effects upon us all.

Recognizing this, a public-private initiative has emerged in Gabon to develop a new market-based approach that yields positive results for all, rather than keeps different parties at fundamental odds with one another.

The initiative is based upon the following aims:

1. Scaling back carbon dioxide emissions by reducing deforestation, on terms that maintain local incomes that presently are dependent on inefficient logging practices and other wasteful uses of forest resources.

2. Offering a better economic proposition to local communities in the form of environmentally-sensitive ways for private enterprise to meet global demand for goods and services.

3. Introduction of simplified, more transparent, means of attracting investment to the country for sustainable development of human and natural resources.

4. Intelligent reductions in carbon dioxide generation that can make a measurable improvement on a global scale, while demonstrating a new path for market leadership by American businesses as well as for policy innovations benefiting the US and African governments.
In planning this initiative, Gabon’s public and private sector leaders have taken the following considerations into account.

· Africa is at the forefront of US concerns over reduction of poverty and disease.

· The Gulf of Guinea is a strategic location for energy and natural resources valued in the world economy, including the Congo Basin forest, which is essential to the assurance of world ecosystems and sustainable climate trends.

· Notwithstanding great progress by Gabonese authorities and American NGOs, who have together partnered in recent years to set up a national park system of unprecedented scale, large-scale deforestation continues on approximately 80% of the country's remaining forests.

· The success or failure of initiatives to curb deforestation can have a critical effect upon the Africa’s – and the world’s – climate and future conservation efforts.

A new market-based Gabonese partnership for reducing greenhouse gas emissions is being guided by the following core values:

· A desire to conserve nature and promote human well-being, peace, and stability through sound long-term management of natural resources in ways that sustain healthy ecosystems and global climate stability.

· An interest in seeing US leadership again recognized globally as building a more open and secure world, with opportunities for all to prosper.

· An intent of seeing American businesses meet emission targets by voluntary means that neither compromise their global competitiveness, nor impair their prospects for continued economic growth.

· An abiding goal of establishing a new “win-win" basis for engaging local communities in Africa, by introducing replicable new models for private sector partnerships that build skills and promote new economic growth while substantially reducing carbon emissions and the costs of deforestation.

How can a market-based approach to reduce greenhouse gas emissions proceed?

The strategy

Several new forces are converging to make possible a deep change in logging practices and in forestry conservation in Gabon.

First, the problem of non-transparent past practices for granting concessions is taking a clear environmental toll.  Since 1997, the percentage of Gabonese forests covered by logging concessions has jumped from 40% to almost 80% today.  Critical ecosystems in areas such as Mont Crystal, Abailles, and Chaillu are under tremendous pressure as a result of logging practices by Southeast Asian companies seeking to meet China's growing demand for wood. Environmentally insensitive practices by these concessionaires have resulted in adverse effects upon the water reservoirs supplying the capital city, as well as upon Gabon’s fauna and flora. The hydroelectric supply for half of the Gabonese population, moreover, is also at risk now because of erosion problems caused by clearing of forests near the Kingele/Tchimbele dams.
In earlier times, the lack of transparency in granting logging concessions might never have surfaced.  Today, however, forces are growing across Africa to hold the public sector to a higher standard. The fact that influential authorities and political personalities hold interests in large numbers of the recently-granted, but not yet activated, private logging concessions is recognized as no longer acceptable as Africa enters a new and more accountable era. Foreign companies holding these illicitly obtained concessions themselves are facing a new financial as well as public opinion pressure: a surface tax on logging concessions has been imposed by the International Monetary Fund as a step in easing public sector fiscal strains. Steps are being taken to rigorously enforce this tax beginning in 2006, which already have led to a substantial drop in the commercial value of the concessions. Their average value in the market today is equivalent to $15 per hectare, rather than the earlier value of $20-25 per hectare.  Given that most of these idle or only partly-developed concessions have another 20 or more years to run, current private concessionaires in many cases are willing now to transfer their forest areas at prices of less than $1.5 million for an area of 1000 sq. kilometers (386 square miles).  This is a real bargain.

A third force that is leading the change is a growing recognition of the waste inherent in the established “round log" export business model, which exports cut trees without further local inputs of added value. Simple cutting and transport of round logs delivers only small economic gain relative to deforestation’s environmental impact and the resulting greenhouse gas emissions. The population of Gabonese communities near the logging areas accordingly receives only a very small economic benefit – local wages generated by the logging industry come to only a maximum of $50 per hectare – and the country’s population faces mounting socio-environmental challenges.
Now let us see where a new market opportunity appears, in a way that can set precedents for a reduction in greenhouse gas emissions, for competitive new concession-granting systems, and for financial gains by international companies as well as people in the communities of Gabon. The opportunity hinges upon the fact that current selective logging practices are destroying between 15% to 25% of the surface forest area that would otherwise store and convert carbon dioxide into oxygen. 
An opportunity exists for private companies to purchase concessions at this unique moment to conserve them for the benefit of the local people and for their own bottom line.  The present market value of purchasing carbon credits in the open markets of North America and Europe exceeds that of directly assuming responsibility for the forest concessions in Gabon. Companies that face consumer and political pressures to reduce their global greenhouse gas emissions can demonstrate higher  benefits for the world climate by safeguarding forests that otherwise face destruction.  In addition to saving money relative to the option of purchasing carbon credits, corporations can financially gain from the introduction of new environmentally sound opportunities that can include ecotourism, commercial logging done on an environmentally sensitive basis, introduction of value-added furniture and wood-working operations, and demonstration of information technology-based solutions for skills formation and for the public sector operations through eGovernment projects.  All of these can improve the overall attractiveness of the concession areas for environmentally responsible business and investment in ways that increase the value of the landholdings. 
This approach offers a sustainable and profitable alternative for all parties. It will enable participants to gain credit for reduced emissions of carbon dioxide and replenish financial and political capital at a time when much of the world is in doubt about America’s environmental aims.  We will welcome discussions and followthrough with you on the opportunity at hand.
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