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FCO CONTRIBUTION:

INTERNATIONAL HANDLING OF CLIMATE CHANGE

15 At her meeting on 12 January to discuss global climate
change, the Prime Minister invited the Foreign Secretary to
commission a paper on the international handlinc of this

problem in the medium term, covering:

a. the implications of the development plans of

countries like China and India;

b the options for arresting and if possible reversing

the trend to deforestation globally;

ssible link with the problem of third world

debt;

d. whether there was a case for a new United Kingdom
initiative on the global climate, perhaps related to
the need for reafforestation, and if so what the timing

should be.

i A contribution on (a) is attached, at Annex A. It is
clear that India and China will make a major and increasing
contribution to greenhouse gases in the medium term. The problem
of greenhouse gas cannot therefore be solved by actions within
the developed countries alone. The pattern of development in
the industrialising countries of the Third World needs to be so
designed that it avoids the mistakes which have been made in the
past by the developed world. But the priorities of Third World
countries in allocating their scarce development resources

will almost certainly not coincide with those now perceived by
the developed world as crucial for the planet as a whole. So
there will be a need for sustained action at the multilateral
level to get agreement on objectives and priorities. That
effort will almost certainly need to be reinforced by the

provision of resources on an adequate scale to developing

nations. The potential implications for the size, shape and

geographical distribution of aid programmes are considerable
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at a time when donor countries and institutions will already have
onerous commitments to the important priorities of poverty
reduction and the fostering of sound economic policies (both

of which are components of any strategy of environmental care).
The FCO will prepare a paper, designed for the UK Delegation

to the Montreal Protocol Review meeting in Helsinki from 2-5 May,
on assisting the developing countries over substances that
deplete the ozone layer, which will be an important step towards

dealing with this particular problem.

3. The UK domestic and ODA forestry initiatives are described

in an ODA/Forestry Commission paper at Annex B. Current plans

have been drawn up within the constraints of current policies

and priorities for the UK Aid Programme. They are arguably no

more than a token contribution to the issues which need to be
addressed. Other OECD nations may well consider that a much
greater effort is needed and may well be ready not only to commit
more resources to the task but also to press the UK to share
substantially in that process. The UK stands fourteenth out of
eighteen in the OECD league table of donors (which is based on
official development assistance as a percentage of GNP, not by

any means a perfect yardstick but the one deemed by the
international community to measure burden-sharing). Moreover it is
clear that action on forestry alone, important as it is, will not
make an adequate impact on global warming without parallel action
on energy efficiency, population and poverty reduction. It is

also clear that the countries of crucial importance in the forestry
context are not necessarily those to which we have hitherto

been willing and able to give priority in our Aid Programme.

We will need to consider whether the ODA's current forestry

initiative is of a scale sufficient to give us international
credibility as a leading advocate of positive action in these
areas of fundamental importance for the global environment (see

paragraph 24 of Annex B).

4. On (c): a separate paper by the Treasury and FCO Economic
Advisers deals with the role of debt management (Annex C). This

does not suggest there is the basis for a new British initiative.

15
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a good deal happening in this

Review meeting mentioned above:-

The Inter-governmental Panel on Climate Change which is due to

report in the spring of 1990.

- The World Climate Conference (autumn 1990) which will consider

the IGPCC report.

Report.

ited Nations Environment Programme is endeav
these activities; | it is not a strong
organi i Meanwhile, 24 countries meeting in The Hague on
t the initiative of the French Prime Minister issued
a Declarati calling for a new institutional authority either
by creatin new body or by strencthening existing institutions.
This will be pursued at a meeting of officials in Paris on

9-10 May.

ri Against this background, there are strong arguments for

Britain to take the initiative in two areas:
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(a) A mpaign the strengtheninc of existing UN environmental

instituti

We have clearly indicated our opposition to a completely new
body as called for in The Hague Declaration. But it is
already clear that UNEP needs considerable strengthening if it
is to play a central role in dealing with the environmental
issues currently

above. The Prime Minister's speech at the end of the recent

under discussion, particularly those listed

London Conference on the Ozone Layer referred to the need
to strengthen existing international organisations, as did
Mrs Chalker in her speech to the Lord Mayor's Easter Banguet

on .5 Apral,

studying, with the DOE, what specific proposals
in discussion with Dr Tolba, the Executive

Director Ul the Governing Council meeting in Nairobi
starting on 14 May. Apart from being increasingly clearly
necessary, such an initiative might also be the best way of
absorbing or re-channelling the Rocard initiative. 1In her
speech Mrs Chalker referred to some of the possibilities, which
range from increasing UNEP's resources to a change in its status.
If broad acgreement can be reached with Dr Tolba on the right
approach, we would then need to attract as much support as
possible from other countries. These might include the Russians
(who were not invited to The Hague and have recently been
floating a number of suggestions for dealing with environmental
issues in the UN); and the reluctant attendees at The Hague
(Canada, Japan, Australia and New Zealand). We could then spell

out our ideas in a further speech say in early June.

(b) A campaign for an international Convention on Climate

Change.

This idea is already in the air: it has been encouraged by the

Canadians (who want to go as far as an International Law of

the Atmosphere) and has for example been referred to both by

the German Environment Minister at the London Conference and

/by
4
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by Mrs Chalker on 5 April. It would, ically and
logically, be best tc await the Repor he Inter-governmental
Panel on Climate Change in 1990, but 1 ] mmlikely that the
Canadians and others will do so: there will ! ressure at

the UN General Assembly and that pressure micht take forms

difficult for us te acc - for example calls for specific

ev*
targets for the reduction of greenhouse gases.

For us to espouse the idea publicly and in a high profile way
would not only gain us credit both domestically and
internationally: it would greatly increase the chances of
guiding the initiative in directions which would suit us (and
many other industrialised countries) best - in other words

by pressing for a simple umbrella or framework Convention
(rather than an all-embracing one) which would be easier

and guicker to negotiate and agree, and reserve action

on different cases and substances which contribute to

climate change and global warming to separate protocols.
These would lay down international standards and targets

for action. These could be either national, regional or
global. The protocols would be negotiated subsequently and
separately according to the state of scientific knowledge

and the emergence of international consensus. The precedent
of the Vienna Convention on the Ozone Layer and the Montreal
Protocol on CFCs is probably the most advantageous and

attractive to the UK.

Such an approach would limit initial undertakings to principles
and would not oblige us to take decisions, in the context

of proposing and negotiating an umbrella Convention, on

what we could accept or offer e.g. on carbon dioxide

emissions. But we shall in any event be required to consider
at some stage ideas such as the promotion of energy efficiency
e.g. by formulating targets of CO2 emissions relating to GNP,
the fixing for each country of a proportion of energy which
would depend on fossil fuels, assistance to developing

countries to reduce emissions, and fiscal measures. Our

/approach
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approach would increase

nsidered in the contex

co
de

laying the Convention

We are urgently considering wh line of such a Convention
might be, prior to an i iscussion with the Canadians to

see how far the attractio f a major political push from the

UK might make them wi ing to consider our approach rather than

the wider ideas they currently seem to espouse. We could then
consider, possibly in the same timescale as a speech on
strengthening UNEP, a clear public call for a Convention. Such
timing would enable us to move before the impact and interest
already aroused is lost, and before other countries (eg the French)

have crystallised their own ideas.

6
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he moment statistics do not
er

missions of greenhouse gases
uncertainty is heightened because there are sources of emission in
these countries, not common in the developed world, where little
research has been done. The main global warmers are carbon dioxide,
methane, nitrous oxide, CFCs and ozone. Other gases can contribute
through chemical reactions in the atmosphere which increase
concentrations of greenhouse gases but it is very difficult to

quantify their effect.

Z , Because of its smaller GNP and population, India is a
significantly smaller global warmer than China (e.g. in terms of CO2
of the order of one-third the impact) but both are already
substantial contributors to net increases in COz emissions,
responsible for substantial proportions of methane and NOx
emissions, and potentially major causes of future CFC emissions. In
the future India and China's growth plans will have major
implications for global warming, increasingly so 1f the current
improvement in their long term rates of economic growth is
maintained or enhanced. But India's impact will only be one-third

to one-quarter that of China.

Carbon Dioxide

35 Table I shows fossil fuel consumption in coal equivalent
terms for 1986. 1India and China together account for over 10% of
consumption (and CO2 emissions) from fossil fuel consumption. India
is clearly a much less serious contributor than China. The
developed countries (including the Eastern Bloc) account for about
80% of fossil fuel consumption. These figures do not include an
important source of COy emissions in developing countries which is
fuel wood. It is estimated that fuel wood burning in India is
equivalent to the burning of a further 90 million tons of coal per
annum (in terms of COy emissions) which would raise India's CO2
emissions to about the level prevailing in the UK. Similarly
China's emissions are probably increased by about 65 million tons of

coal equivalent from fuel wood, raising its proportionate
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contribution to about 9% of world emissions. Probably the
most fruitful way of tackling this problem is to assist
both China and India to improve their energy efficiency.
throughout the developing world shows that power
generation and transmission systems are run much less

efficiently than in the industrialised world.

4. Against this has to be set the very substantial efforts
that are now being made to increase forested area in both

India and China which has the effect of fixing carbon. Better
data are needed to estimate the extent to which new tree planting
is offsetting the effects of fuel burning, with respect to net

emissions of CO2.

S5 Methane emissions arise from a number of sources:
Paddy cultivation and natural emissions from wetlands are a
major source but there are no reliable data. 1India and
China accounted for about 28% and about 23% respectively of
total world paddy area in about 1986: this suggests that

the total emissions in India and China from this source

are 25-115 million tons per annum.

6. It is difficult to estimate the effect of other
sources of methane emission (e.g. biomass burning, domestic
animals, coal mining), but, in total, India and China

may account for 35-42% of world methane emissions, but

not rising at a rapid rate.

/Nitrous Oxide
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Nitrous Oxide

78 Making assumptions about likely emissions, it is estimated
that India and China may contribute about one guarter of world
nitrous oxide emissions, principally from natural soils,
fertilisers, biomass burning and fossil fuel combustion, but the

rate of growth is, again, probably low.
CECs

8. It is unlikely that either of the two countries is currently a
significant contributor to CFC emissions world-wide, but their
potential for expansion is enormous, and if they do not adhere to
the Montreal Protocol will be the major cause of future CFC

emissions.

9. Ozone concentrations are increased through the release of
volatile organic species and nitrogen oxides into the atmosphere
promoted by sunlight. Although India and China may account for only
a small proportion of total emissions based on their relatively low
shares in fossil fuel consumption, the climate may significantly
enhance the ozone-creating impact along with the fact that vehicle
exhaust emissions are likely to be more noxious than in the

developed world.

180, Carbon dioxide is thought to be the main global warmer by a
long way, followed by CFCs, methane, nitrous oxide and ozone. 1If
the percentages in preceding paragraphs are weighted by global
warming and effect then India and China's overall conttibﬁtion to
global warming is likely to be less than 15% largely because it is
assumed that their contribution to CFC emissions are very small and
the gases where their relative contribution is quite large account
for perhaps only one-fifth of the global warming effect (and less
than CFCs).

1=, On that basis, and assuming India and China sign up for the

CFC Protocol, carbon dioxide emissions from ‘‘ossil and other fuels,

3
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methane and nitrous oxide will be the main sour in
greenhouse gases. In respect of methane, it ns dnlikely that .the
ma jor sources (rice/wetlands, biomass burning, ané animals) will
increase at a substantial rate in the future because future
increases in rice output will come from yield increases rather than
area expansion, biomass burning is likely to be increasing at about
the same rate as population growta, and animal numbers are also
increasing relatively slowly. The only substantial increases are
likely to come from the expansion of coal mining, but since this
appears to contribute only 4-10% of total methane emissions from
India and China, even a fast rate of growth will not have a

substantial effect.

12, Again, only two nitrous oxide sources are likely to increase
at a rate faster than population, that is fertilisers and fossil
fuel consumption, accounting for 16-25% of India and China's
emissions of N<0. Ozone concentrations can be assumed to rise in

line with fossil fuel consumption.

13. India's Eighth Plan (to run from 1990) is not yet in existence
but it is understood to be based on a growth rate of GNP of 6% pa
(as compared to 5% in the Seventh Plan). Given possible shortfalls
in performance, it would be reasonable to assume growth rates of
consumption of relevant commodities as in the Seventh Plan targets

as follows:

Coal 9% pa
Crude 0il 7% pa
Natural Gas 15% pa

Nitrogenous Fertilisers 11l% pa

Based on current consumption patterns, this suggests a growth in
Indian CO: emissions from all fossil fuel burning of about 9% per
annum. This needs to be compared with the projected UK central
scenario of increases of just over 2% per annum from 1990-95. 1In
respect of methane, the expansion of coal mining at about the rate
of consumption, will have a small effect on India's total methane
emissions most of which are from relatively static sources.

Overall, India's methane emissions might be expected :0 grow at 2%

B
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pa. There are no comparable worl ] ] - r. respect of

nitrous oxide, India's growth 17 ' £ ssurption and

fertilisers might serve to contrib: 17 in emissions

of about 2% pa also.

China

14. In the medium term a reasonable forecast for China in real
growth of about 7.5% pa. It is likely that fossil fuel consumption
will grow at a somewhat slower rate. Chinese use of energy is very
inefficient and in the past supply constraints have significantly
hindered industrial output. Thus growth must be based on increasing
the efficiency as well as the total quantity of energy consumption.
This is the explicit policy of the Chinese Government. The plan has
been for oil and natural gas to assume greater importance. This may
be optimistic however. Thus a 5% pa growth for all fossil fuel
consumption, and hence for fossil fuel COz2 emissions, might be
appropriate. Regarding methane and nitrous oxides similar estimates

to India apply.

15. The above evidence suggest that both India and China will
contribute increasingly to global warming in the future largely
because their rates of growth of GNP and associated use of fossil
fuels will exceed world averages. In the case of India, a 9% growth
rate of CQy emissions would mean that it would contribute 10% of the
world's annual increase of 2% pa (if it is 2%). (In the case of
China a 9% increase would correspondingly contribute 37% of an
average 2% increase worldwide.) Thus it is not inconceivable that
India and China together might account for nearly 50% of increases
in COy emissions from fossil fuels. This conclusion, however, is
very much dependent on the overall rate of growth of COy emissions.
In 1983/86 world consumption of energy in coal equivalents rose at
over 2.5% pa and India's contribution to this increase was 5% and
China's 20%.
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UK FORESTRY INITIATI

SUMMARY

Trees are the most effective terrestrial means of locking
UK domestic forest policy serves to

provide a net gain in carbon through replantinjy as well as

afforestation. Though these actions, combined with industrial

utilisation practices, support the aim of stimulating
international action to mitigate carbon dioxide additions to
the atmosphere and are significant, they are small in relation
to the world CO2 problem. Deforestation in tropical countries
releases about 2 GT of carbon a year compared with 5 GT from
Current initiatives supported by the UK,
and in association with FAO, World Bank,
ment banks and NGOs, will help to mitigate the COZ2
Reinforcement of home and overseas aid policies
forestry is desirable in order to stimulate further

national action. This paper considers how.

BACKGROUND

2 Tree growth and timber production are by far the most
effective terrestrial biological mechanisms for absorbing
carbon dioxide and locking it up for very long periods of
time. Sustained forest management ensures the continuous
storage of carbon. This function is enhanced by the conversion
of harvested material into relatively long lived products
such as chipboard and building timber. Such uses can lock
carbon up for several hundred years beyond the time when the
wood was cut, though in other uses, such as wood pulped for
newsprint, carbon may be stored only an extra year from the
date of harvesting. By contrast, in unmanaged natural
forests which are in a state of equilibrium in which old

trees die and decay, the fixation

/of CO2
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of CO2 is offset by the release of carbon through the process of
decay. However exploitation of natural Zforests for timber can
result in a partial fixation of CO2 through conversion o= the
wood to long lived uses. Destruction of natural or plantation
forests can result in a rapid release of CO02 which can only be
offset in the longer term if the forest is regenerated and

protected.

352 For purposes of fixing CO2, the most efficient system in
the short term is the form of forest which produces the greatest
mass of dry matter per unit area. However it is desirable

that the CO2 thus fixed should be retained in the crop for as
long a time as possible. Growth rates and final felling

ages vary considerably with latitude. The relevance of age

is that the growing stock and hence mass of carbon steadily
increases through the years. Typical rotations of plantation
grown conifers are about 40-70 years in temperate latitudes
compareé with 10-30 years in the tropics, while broadleaves
vary from 60-100 years in plantations in the temperate zone

to 10-50 years in the tropics; however natural tree

life-spans in both conifers and broadleaves are correspondingly

much longer.

THE UK FORESTRY SITUATION

4. The table below uses the rates of dry matter production
achieved in Britain by typical upland and lowland species to
calculate the average rates of carbon fixation (column 3)

on typical rotation lengths. For each combination of species,
growth rate and rotation, the average amount of carbon

stored over all years of the crop and its successors is
calculated by assuming typical timber products each with a
specific life and expressing these as an addition to the average

mass of carbon stored in the living trees (col 4).

2
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AND PERIODS OF CARBON FIXATIOXN
TRESS AND UTILISATION PRACTICE

Mean annual Average amount of carbor
rate of carbon stored, incl. allowance
fixation, tonnes for wood utilisation,
per hectare expressed in tonnes per
(rotation in hectare over all years
years) of crop's life

(1) (2) (3) (4)
Upland Sitka 28 355) 77
Scots n X (70) 63

bireh (50) 61

Lowland Scots pin ; (65) 89
Corsican pi (50) 133

oak R (199) 107

5id From this table it is clear that trees grown on lowland

sites are more efficient at absorbing and storing carbon than

those grown in the uplands. Secondly conifers are more efficient
than traditional broadleaved species such as oak. These generalisatic
are useful in assessing the likely contribution which different
forestry policies may make towards reducing the greenhouse effect.
The recent emphasis on afforestation of better land in the

lowlands to act as an alternative to surplus agricultural

production is obviously helpful in this respect.

CURRENT DOMESTIC FORESTRY POLICY

G Current policies encourage the active management of all woods
for timber production purposes. There is no great conflict
between this policy and other policies which exploit the
multipurpose role of woodlands such as landscape amenity,
recreation and nature conservation. Extreme conservation policies
such as the retention of woodlands beyond the natural life cycle
of the component trees can however result in a net release of CO2.
The country's current stock of 2.3 million hectares of woodland
contains 65 million tonnes and fixes annually some 2.9 million
tonnes of carbon net per year at present, which is small though
not negligible in relation to the 170 million tonnes of carbon

from fossil fuel burn in Britain.
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Ths Replanting of felled areas to restore , is normal
on and grant-ai I ‘ woodlands.
Replacement after cutting of other woodland is cov i by felling
licensing arrangements. Thus in Britain loss of w
is limited to the small land take of housing, indu v and roads.
Current policy is to achieve a total area of new planting, outside
the new Farm Woodland Scheme and on land set aside from cereal
growing, of 33,000 hectares per year. The Farm Woodland Scheme
envisages the planting of a further 12,000 ha per annum over the
three years 1988/91, which brings the total planting target up to
45,000 ha per year.

8. The additional contribution which these proposed rates of new
planting makes to the amount of carbon fixed annually is small but
increases annually so that by the year 2005 the total stock of

woodlands will be fixing 4.0 MT annually compared with 2.9 MT

if there were no new planting.

DOMESTIC POLICY INITIATIVES

oY On general grounds as well as that deriving from concern

over global climatic change, the current trough in new planting

in Britain makes it very desirable to revive confidence.
Encouragement of investors in planting at the present time may be
usefully deployed as a signal to the rest of the world in favour

of increased afforestation and reforestation. Possible initiatives

include: -

restatement by forestry Ministers of the government's policy

of support for continued planting by private investors,
reinforcement by agriculture Departments of policy favouring
forestry as an alternative to agricultural land use in light
of current CAP developments.

GLOBAL FORESTRY SITUATION

10. In the EC there is no common forest policy and it is not

the UK's intention to support any comprehensive policy in this

4
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area. Some Community support is currently provi o he
protection of forests, provision of access a fforestation
of land relinquished by agriculture. A new Forestry Action
Programme is currently under discussion. This would provide
additional support to investment rising to a Community
contribution of some £160m per annum by 1993. To the extent
that this is agreed and countries introduce or extend
arrangements such as the UK's Woodland Grant Scheme and Farm
Woodland Scheme, the resulting management and afforestation
would add to the net storage of carbon currently occurring

in Europe.

Ll The value of restocking after cutting and of afforesting
non-forest land in order to offset additions of CO2 to the
atmosphere applies to forests throughout the world. One
important factor in the world context which is not a problem
in Britain is the relative effectiveness of restocking
measures after forests have been felled or burnt. This factor
is especially important in less developed countries but is also
far from being a negligible concern in some major forest
countries such as Canada where the intervention of the

Federal Government has been necessary in order to help reduce
the large area of unstocked land resulting from past decades'

exploitation.

12 The most relevant measure for assessing the forestry
changes in carbon balance is the total volume of trees
standing, or growing stock. This may be maintained or
increased, even under exploitation, simply by reducing

losses from insects, fire and wasteful logging practices.

A useful measure of the success of policy aimed at

enhancing growing stock or controlling its depletion is

that of net change in forest area. The table below summarises
the world situation in terms of areas of existing forest and

estimated rates of change.

5
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(closed forest Annual rate
and cther woodland) of change
million in aresz,
hectares per cent

World 4321 =

All developed
countries 1964

All developing
countries

12 In the world as a whole, closed forest occupies 2900 million
hectares split equally between developed and less developed
countries. Cf the 1400 Mha of other woodland (savanna, etc),
two-thirds occurs in developing countries. Among developed

countries, in which the growing stock of wood is currently

increasing at é% per year, the general picture is that the more

densely populated countries show an increase in area, while the
less densely populated such as the USA and Canada show a small
decline. Despite the fact that the volume of growing stock
even in these countries is broadly constant, a failure to
reforest provides Ehe wrong signal to developing countries.
More careful planning of exploitation to ensure regeneration,
as well as firmer control of logging practice and subsequent
tending, could provide support for actions aimed at reducing

uncaring and wasteful deforestation in developing countries.
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Developing €ountries

14. In developing countries the picture overall is of a decline in area,
although the rat change vary markedly. ! to be remembered
however that many advanced countries have prospered as a result of their
transformation of forests and forest land to other uses: substantial
incentives will be required to persuade governments and people not to

follow the histcric example of developed countries.

scale clearance for agriculture began around 8000 BC the
deforestation has been to reduce forest cover from
the world's land 'hile the process had gone
on over milleni loss in tropicel ions h become much more
significant in th it past. Tropical accounts for about half
the remaining forest area and is potentially much more biologically
productive than temperate forest. However, while the area of temperate
forest has increased slightly over the last two decades, deforestation in
tropical regions has exceeded reforestation 10-20 times. It is estimated
that 25-40 per cent of the original area of tropical forests had been lost
by 1980 when the overall loss rate was 0.6% per year. These figures are
now eight years out of date. In some areas, the rate of tropical moist
forest destruction has accelerated greatly. While the global focus has
been or rates of deforestation there are areas where reafforestation is
significant. In Kenya, for example the Green Mcvement and Women's Groups
have been instrumental in reafforestation. The dynamics of this and the
possibility of replication elsewhere need to be more clearly understood

and applied.

Causes of Deforestation

16. During the 1270s the deforestation of tropical woodlands was bl amed

on unsustainable demand for fuelwood which is being cut faster than trees

can grow in 63 countries. Half the world's people depend on fuelwood to

7
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meet their daily energy needs

researchers have suggested that while

in specific areas, in most cases woodland is cle

grow crops. In some countries

commercially exploited to finance rapid economic growth. This has led to
rapid deforestation in virtually all cases without the hoped r economic

dzvelopment.

35700 Commercial logging contributes to deforestation in two ways. It
provides a financial incentive to open up the forests for tree felling and
access roads which encourage the invasion of forest land by landless
shifting cultivators, a combination which is often devasting. The
international tropical hardwoods trade however is a relatively small
component of tropical commercial logging. Worldwide, less than 10. per
cent of the timber extracted from tropical closed forests and woodlands is
put on the international market, but the proportions vary wide between

countries. In turn, hardwoods are a relatively small 1

o)
international timber trade, and international trade in pic hardwoods

is expected to decline sharply in the next century as deforestation and

domestic use reduce the supply of timber for export.

Requirements for Countering Deforestation

18. Since land clearance for agriculture is a major cause of
deforestation (probably accounting for 70% of permanent forest
destructio_n in Africa from 1950-1983) tackling the problem regquires an
integrated approach based on land use studies of the productive potential
of particular areas. Agricultural research and development are needed to
increase yields on existing land thereby reducing pressures for further
clearance. Work is also required on agroforestry to develop viable
systems which retain tree cover while allowing the land to be used
simultaneously for agriculture or livestock. The potential agriculture
returns from agroforestry are significant. Shelter belts of trees to
protect crops from soil erosion can increase crop yields by 15-20% while
an adequate cover of savannah woodland can increase grain and protein

production by 30 to 60% in arid rangelands.

8
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. Within the forestry sector experience suggests tha r._appropriate
required if reafforestation igs to-be
attach priority to tackling

permanent forest estate must be selected in a
way that respects political realities. The selection of the estate must
be based on adequate information about the environment and its ecological
potential. Once selected the estate's managers must be guaranteed
long-term security for their forests and a market for sustainably
harvested timber and products. The managers also require information and
planning models on which to base sustainable management regimes. Finally
resources and controls must be available to ensure that the revenues from
the estate are distributed between those involved (government, loggers,

local communities etc) in a way that ensures their continued co-operation.

The ODA is undertaking a forestry initiative to implement the Prime
Minister's pledge to "direct more of our aid to encourage the wise and
sustainable use of forest resources.'" (Hansard 24 October 1988 Vol. 139

column 4). Mr Patten's latest progress report is attached.

2, So far this initiative has particularly involved taking steps to
increase bilateral aid commitments. ODA's bilateral actions are part of
the Tropical Forestry Action Plan (TFAP) which is the acknowledged and
agreed mechanism for chanelling forestry aid The Plan provides a
framework for coordinated action by bringing all interested donors
together to review the forestry sector in individual recipient countries
and draw up a national plan of action to be financed with the help of
those donors. The TFAP is serviced by a small secretariat in the Food and
Agriculture Organisation and after 4 years is active in more than 60

countries . ODA is supporting action in 20 of them at a current cost of

about $10 million. The TFAP calls for expenditure of some $1 billion per

year by all donors at 1985 prices. This represents a doubling of the

overall level of donor support.
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225, We are encouraging other bilazer
more effort into and impetus behingd t
Tropical Timber Organisation (ITTC)

agreement between tropical timber producers and consumers in 1983 and has
41 members representing 90% of current trade. ITTO's objectives are to

promote trade expansion end diversification and encourags an ecologically

sustainable approach to forest management.
23. If the forestry initiative is to be fully effective there is a need
to reinforce the political will within appropriate fora. At the political
level, we need to ensure that the issues figure, inter alia, in:
Intergovernmental Panel on Climate Change (IRGE) 3
UNEP Governing Council May 1988;
Paris Economic Summit;
UNGA and FAO
IBRD 1989 Autumn meeting;

CHOGM;

1990 Bergen Conference (European regional follow up to

Brundtland) ;

viii. 1992 "Stockholm Anniversary" Conference

Papers prepared for the Economic Summit by the FRG (who claim to finance
15% of forestry assistance) show they share our view and stress the role

of the TFAP and ITTO.

24. At present commitments to forestry projects currently underway total
approximately £80 million of which about £30 million relates to plantation

projects financed by the Commonwealth Development Corporation.

10
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Commi tments i down over several years:much of this money has
already been | From the existing of £50 million ODA's
own expencitu 'as an estimated £7 million in 1388/89 (expenditure varies
considerably from year to year but the trend has been upward). Expenditure
has been constrained by budgetary considerations, and does not reflect the
UKs undoutted technical capability ror curjggs;scry role in th2 TFAP
process and in ITTO Council meetings. If as a result of bilateral
discussions and international political initiatives focussing on the
existing TFAP and ITTO mechanisms, developing countries can be persuaded
to share cur emphasis on forestry, ODA could usefully spend in the order
of £70 million a year in bilateral aid by the end of 5 year from a much
higher level of commitments. This figure takes account of the absorptive
capacity the 1tri identified in Mr Patten's report. It would
represent me 10 f the global donor requirement identified in the TFAP.
Increasirz I 1 tus this level would have implications for ODA's

running nd 1 of in-house forestry expertise.

25, It is impossible to quantify the impact of enhanced and effective
action by the UK and other donors on total forest area nor to predict the
implications for climate change. If deforestation can be slowed in

Amazonia, West Africa and South East Asia there should be a positive
impact on carbon dioxide levels. However progress has to be country
specific and the benefits are likely to be hard won and gradual. This
means that while the forestry initiative should be pursued vigorously
other avenues for helping developing countries, for example encouraging
energy e‘ficiency, population policies and appropriate agricultural and

industrial development need to be taken forward simultaneously.

Conditionality

26. Success in increasing bilateral commitments is crucially dependent
on the priority given to forestry by recipient countries. There is an
argument that the need for reforestation is so urgent that we should use
all available measures to change developing countries' priorities, and
that the provision of aid should be made conditional on countries'

environmental policies and that we should cut off all aid to countries

T
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which cut

would run

letter iof

conditionality while fully endorsing the need

environmental conditions in specific projects. I i = suggests that
aid is only efficier 7 and cost effectively ° i when it meets needs trat
are seen as priorities by the recipient governmer tting other
countries to share the importance we attach to f will almost
certainly mean that developed countries will have either to shoulder much
of the burden themselves or shoulder some of the burden of other aspects
of development to which third world countri attach higher priority in
the light of their circumstances. In any case threatening to cut
off aid assums ountries have the basic data, monitoring capacity
and resou know what is happening to their forests and to affect the
outcome. I nal support for projects

strengthening may t ucial to a country's al

internationally acknowledged expertise in tr

well placed to help with training and institution strengthening, and both
are expected to be an integral part of several of the country proposals in

the forestry initiative.

12
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2 We have iden<ified the following countries where we aim to seek new

forestry commitments over the next 2-3 yesars:-

Cameroon
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Nigeria
Somali
Sudan
Tanzania

Zimbabw

34
Honduras
Jamaica
Solomon Islands

Vanuaztu

An outline of the proposed action for each country is appended. Actual
commitments will be subject to the agreement of the country concerned,
taking account of the priorities they themselves set for the forestiry sector
for the aid funds available from Britain and of the activities of other

donors in this sector. For certain countries, eg. Burma, progress will to a

greater or lesser extent depend on the political and/or security situation.

For some others, such as Sudan and Somalia, our willingness to take on new
commitments in the near term will depend on wider aid policy considerations
determining the stance we take .on the future of the development aid
programme. The list of countries is not exclusive but to be effective we
will need *to focus our own bilateral efforts. If opportunities arise
elsewhere which seem to offer the scope for particularly effective help, and

if country resources permit, we will pursue them. But the list represents

/our current
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our curren: assessment of where the

favourable. It is expected tha

country activities will be addi

<58 Commitments to centrally-funded, ic fores*ry research in 1989
already exceed £1 million compared to £84C,000 in 1988. Our increased
support for 1 i fores*try re zh (an additional £0.5 million a
year from 1 April) has ni i the + the World
Conservaticn Monitoring Cent mbrid +o provide data on the existence,
status of prot c of tropical forests and woodlands
Forest Resources Assessment
suppor=
association with FAC anc¢ the Interna*ional Council for
Research inzc Agro Forestry (ICRAF) and through our central involvement 1in
planning the future programme of the In national Tropical Timber
Fores+ry Action Plan (TFAP). We are
participa%ing in the Consultative Group cn International Agricultural
forward las* December's Wilton Park

conference on strengthening developing country national research capacity.

Commonweal.*r Development Corporation

4, CDC is already a significant inves*or in the forestry sector in

Swaziland and Jamaica and is paying increased attention to expanding

forestry portfolio. 1In 1988 it launched a further venture alongside
Government in the Solomon Islands and has a number of investments in

countries under active consideration.

/British Charities
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B We are encouraging British charities to put forward more forestr
E y
projects und i undi heme. eIty 1 i a2 block grant
2Ty

to the Worlc Wid ] u million in W= have agreed

with WWF th } n forestry conservation.

6. We are ‘ ] agencies to adopt appropriate
policies and provide funding for forestry (for instance, the Inter American
Development Bank). We are encouraging FAO BY 1 ] support to the
TFAP. We are paying for a forestry advi work in t EC Commission.

We also aim o ensure in the programming of Loms

given to tropica:l r y We intend to

994

to devote mcre resources to forestry and we

collaboration with other donors.

ccess tO experctise

iy In order +o ensure we have the expertise to deliver the initiative, we
have taken steps to increase our Corps of Specialists in forestry from 4 to
10 pos*s and %c create an additional forestry post in the Overseas
Development Natural Resources Institute (ODNRI). We plan to appoint a TCO
Regional Forester later this year to assist our SE Asia Development Division
(SEADD). We already have strong links, including a Manpower Centre Scheme,
with the Oxford Forestry Institute but we have advised them to widen their

access to expertise to help meet the expanding programme.

International Political Agenda

8. In order to take forward international action on reversing
deforestation and encouraging afforestation, we need to encourage further

support for the Tropical Forestry Action Plan and the International Tropical

/Timber Organisation
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Timber Organisation convince
hould do

989 Autumn meetings

Intergovernmental Panel on Change

, .
'

UNEP Governing Council May

C' P
(Approved by Mr Patten
and signed in his absence)

Overseas Development Administration

3 April 1989
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TARGET COUNTRIES FOR ADDITIONAL BILATERAL FORESTRY COMMITMENTS

Cameroon: Tropical moist forest regeneration and management
under consideration based on R work undertax

Mbalmayo.

New forest manage and inventory project, par
World Bank projec:, to start once Ghanalans raise

rates on timber <

Project

genetic

Lesotho: Further suppor: to existing project to strengthen newly

fores*ry division under consideration.

Malawi: Support for the Forest Research Institute of Malawi has been
of fered, working closely with the World Bank wood energy
project. Support for construction of women's dormitory at
Malawi College of Forestry so that women can be trained

particularly for extension forestry, is under consideration.

Nigeria: Continuing suppor* for conservation and management of the Oban

Hills forest reserve in association with WWF.

Somalia: New project involving local people in conservation and
management of natural woodland in the Bay Region under

preparation.

Plans to fund a link between Khartoum and Edinburgh Forestr
Departments well advanced. Strenthening forest research at
the Forest Research Centre Soba under consideration. A
forestry component will be part of a new phase of the Northern

Region Irrigation Rehabilitation Project.




ODA Forestry Adviser n n early visit to examine the

for involvement in the




Action frozen due to politi
potential assistance with f

in medium term.

Potential link in medium term between Oxford Fores<ry
Institution (OFI) and suitable Chinese institution eg. on tree

breeding/genetics.

urther phase of Karnataka Soci r Project under
consideration; possible major proj in Western Ghats;

research on fast growing speci

Indonesia: Exploratory mission planned for May 1983. A proposal (ATP)

for assistance with radio communications to assure forest

protection is under consideration.

Continuation and strengthening of current programme of

research and community forestry/agroforestry (Kosi Hills) in

context of 25-year Master Plan for Forestry Sector.

Sri Lanka: Mission to finalise proposals for a substantial ODA forestry

programme planned for April/May.




Brazil:

Continuation

of assistance in forest managemer and research

of proposals under

anéd CDC involvement;

in preparation;

ry, envisaged.




: ANNEX C
& CONFIDENTIAL

THE ENVIRONMENT, FORESTRY AND DERT

l. This note considers the possible role of debt management in
promoting our environmental objectives internationally. It
considers linkages between debt policies and the environment, how
they might be exploited to promote environmental objectives, and
discusses a particular proposal (by Sir J Goldsmith) of this type,

to arrest deforestation.

2. Many of the problem debtor countries of Africa and Latin America
are also those from which the international community seek more
resposible environmental policies - sometimes in conflict with the
debtor's short term economic interests. This has led to suggestions
that one way of providing incentives for improved environmental
policies in these countries might be to include some environmental

linkage in the design of measures to alleviate their debt

ar Bl collisiicss,

3. Within the current deb: strategy the scope for this is limited.
Generally speaking, the middle-income debtors owe most of their debt
to commercial banks. We have argued strongly that governments
should not intervene in arrangements made between debtors and their
commercial bank creditors. Debt reduction negotiated voluntarily
between debtors and banks is however welcome. This has generally

taken one of two forms:

a) debt/equity swaps, in which hard currency debt is exchanged
for domestic currency - in effect at an advantageous exchange

rate - which can be used for new investment in the debtor

country;

b) debt buy-backs, whereby debts are either paid off
immediately in cash, at a fraction of their face value; or
exchanged for new debt which offers greater certainty of
ultimate repayment (eg by guarantee or securitisation) again at

a discount.
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In some instances, conservation organisations have been able to
purchase debt at a discount and arrange for the debtor to buy it
back with local currency to be directed to environmental projects.
But such transactions have been few and relatively small, and funds
for this sort of scheme are necessarily limited. It might be
pPossible for governments to do more to encourage potential investors
to undertake debt/equity swaps specifically for environmentally
related investments. But governments in fact have little leverage
to persuade commercial banks to take the losses which are involved

in such debt reduction schemes.

4. The part played by governments under the current debt strategy
is rescheduling of debts owed to them in the Paris Club, and
provision of new finance through the IMF, World Bank, multilateral
development banks or bilateral aid and export credits. Such
assistance is conditional on debtors pursuing approved programmes of
economic reform. Additional finance provided by the World Bank and
bilateral donors is usually subject to careful environmental
assessment. It might be possible to make more use of loans
specifically directed to economically beneficial improvements in
environmental policy as part of the range of sectoral adjustment
loans used by the World Bank in financing packaging for debtors.
Environmental views are beginning to permeate the Bank's thinking in
structural and sectoral adjustments, and their capacity for
environmental assessment has increased substantially in recent

years.

5. Most other suggested linkages between debt policy and the
environment would arguably erode important principles of the debt
strategy - such as that creditor governments should not take over
the risks incurred by banks, that governments should avoid
encouraging debtors to believe relief will be available to bail them
out of avoidable economic difficulties, and that debt owed to
official creditors should not be reduced. It may be that a

convincing quid pro quo, for example relating to forest

preservation, would allow creditor governments to move some way

beyond the current debt strategy without setting undesirable wider

precedents. Two Possibilities are discussed below - although

governments would need to consider very carefully whether the
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environmental benefits outweighed the disadvantages in terms of the

debt

strategy:

i) creditor governments could themselves write down the debt
owed to them; enable it to be bought back at a discount:; or
provid2 money (bilaterally or through an IFI) for buying back
discounted commercial debts in return for environmental action.
But (as in the case of voluntary debt-for-nature swaps), the
debtor faces immediate costs (both the opportunity cost to the
potential beneficiaries of deforestation and the local currency
Cost to the government in financing protection measures) in
return for reduction of debt obligations payable in the future.
This may prove an obstacle to exploiting a debt-conservation
link on any significant scale. (The easiest way to make a
small contribution, and one that avoids governments directly
purchasing debt, would be to offer cofinancing to NGOs who plan
such swaps.) In any case, it really amounts to the provision of
additional aid, and needs to be considered against alternative
uses for aid resources - such as direct support for

environmental projects;

ii) governments could extend the economic conditionality
applied to IFI resources and Paris Club reschedulings to
include specific environmental conditions. There may be scope
at the margin to take a longer term view of the role of the
environment in economic recovery - particularly in the
negotiation of medium term IMF programmes (ESAF and EFF) and in
World Bank structural and sectoral adjustment loans. Some
Woeld Bank sectoral loans already include environmental
conditionality. But to extend conditionality beyond policies
directly related to economic recovery or the immediate purposes
of the loans in question would not be within the Articles of
the IMF or World Bank, and might increase worries over national
sovereignty. 1In any case, many debtor countries lack the
institutional capacity to ensure compliance with environmental

conditions, and policing would be very costly.

It would be easier to Justify exploring these routes if the

environmental policies involved could be shown to assist with
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debtors' economic recovery and put them in a better position to
overcome their debt difficulties. But in practice there is likely
to be a conilict between the two Objectives, at least in the

short-term.

Deforestatiqg

6. Arresting deforestation has been suggested as one of the more
promising applications of a debt/environment linkage. Deforestation
can bring benefits to the country concerned both through sales of
timber and because it provides additional agricultural land and
fuel. But there are longer term costs, both locally and globally.
The former include soil erosion and depletion of resources, while
the latter causes a reduction in carbon fixation by the forests
(releasing CO2 into the atmosphere) and in genetic diversity
(notably in Brazil, Madagascar and Central America). There may also
be other, as Yyet unresearched, climatic effects. Some 46% of the
world's tropical forests are in Latin America, almost all countries
with commercial bank debt pProblems. Another 37% are in Africa,
where debt problems are even more acute, but largely owed to

government creditors.

The Goldsmith Proposal

7. 8ir J Goldsmith has proposed a scheme which attempts to use the
approach discussed above to persuade countries with tropical rain
forests at risk to manage them in a sustainable manner, consistent
with broader international interests. Essentially, he pProposes that
such "host governments" should annually be forgiven the interest on
some or all of their Outstanding debt in exchange for undertaking to
protect their forests for the good of all. This would be achieved
by an international agency ("Forestco") entering into a contract
with the host government to Pay annual rent in the form of
retirement of the host nation's international debt at face value.
Using aid resources in the hands of existing international

organisations, Forestco would acquire such debt through the market

(where it typically stands at a discount on face value) or by

bilateral transactions with banks and creditors. To reduce costs

and to maximise the immediate impact on host nations' cash flow,
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payments might be confined to forgiveness of the stream of interest
due, with Forestco selling on rights to capital repayments in a

market to be created. To avoid escalation of the price of the debt
purchased in the market, Forestco would buy forward (for payment on
delivery) or buy future call options on the debt - again in markets

not at present existing, but which might be created.

8. The main attractions in adopting this approach towards securing
improved environmental performance by host nations would be that it
could be presented as a commercial transaction devoid of the
overtones of exploitation associated with proposals to transfer
ownership; that it recognises that the developed world may have a
stronger interest in such policies than the host nation; that,
moreover, it uses politically neutral markets to achieve this; and
that the inclusion of debt relief to which host nations attach high

priority provides a strong incentive for them to cooperate.

9. Several major problems would, though, have to be overcome to

make such a scheme viable:

a) the aid resources required would be very substantial: the
Latin American debtors alone are due to make interest payments
of $40bn this year, while the total international flow of aid
(multilateral and bilateral), net of interest and repayments,
was only $42bn in 1987. Moreover, the aid provided would be a

grant, not a loan generating interest:

b) whilst the concept of a rent for good international

environmental behaviour might be intellectually appealing, it

comes close to accepting the premises underlying the New

International Economic Order (NIEO) which we spent such effort
refuting during the 1970s. It would be necessary to present
such a scheme as part of a Ccooperative international effort to
help host nations to undertake environmental policies
consistent both with their own long term interests and with
their international obligations. Too obvious a flavour of quid

Pro quo could undermine this;
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c) there would inevitably be doubts about the ability of host
nations to deliver their side of the bargain. Doubtless as
strong an incentive as debt forgiveness would be a power ful
reason for host governments to try. But the domestic,
political and economic forces ranged against them, not to

mention managerial inadequacies, are formidable obstacles;

d) the proposed solution to the problem of driving up the value
of discounted debt to be acquired by Forestco seems inadequate.
Forward and futures markets in discounted bank debt do not at
Present exist; indeed, the underlying markets are thin and, in
the main, limited to transactions among banks; if it was known
that Forestco had a continuing requirement to buy host country
debt, the price would be considerably enhanced, with the
benefit going to the bank concerned; the only way to avoid this
would be a "dawn raid" in which all of Forestco's future
requirements were negotiated (if not paid for) at once:; even if
Forestco declined to buy at prices above those available before
the process started, this might simply have the effect of
putting a floor to the market in which Forestco might be unable

to satisfy its own requirements:

e) non-debtor problen governments would be excluded from such a
system of environmental incentives, as would most low income
countries, whose debts are owed primarily to official
creditors. Morevoer, the benefits of debt relief would not go

to non-afforested debt problem countries;

f) on a less fundamental point, the likely price in the market
of the capital component of discounted bank debt would be only

@ very small proportion of the component interest.

10. More generally, this scheme goes far beyond anything which has
hitherto been contemplated in the context of the Brady Plan or even
of the Chancellor's African debt initiative. In these cases, the

main benefit sought as a guid pro quo for debt relief has been

better economic adjustment policies which would have the effect of

improving the performance of the creditworthiness of the country

concerned. Whilst environmental objectives are not inherently
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inconsistent with these obejctives, there would be a severe danger

of failing to hit either target if these two Objectives were

juxtaposed. 1If aid résources were available on the scale required

to support the scheme, they could almost certainly be effectively

targetted - either at environmental or economic Objectives.

1l1. Thus the Goldsmith scheme could have attractions in dramatising
the importance of the Objective and, perhaps, in drawing forth the
additional aid resources which might not otherwise have been
provided. But there would, at best, be very high costs for somewhat
uncertain benefits. Nevertheless, it may have to be recognised that
persuading host countries to adopt satisfactory environmental

policies will be expensive, even if alternative routes are few.
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