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Climate Change has gained widespread interest and awareness among the global
community. Though still academic arguments on the scale of its impacts continue, a common
conclusion is that benefits from greenhouse gas (GHG) mitigation are higher than adaptation
costs and the faster the process, the lower the cost. The government plays crucial role in
supporting both adaptation and mitigation processes through different policy initiatives. In parallel
to participating in multilateral negotiations on GHG mitigation, powerful states such as the USA
and the EU unilaterally attempt to develop mechanisms and tools to manage their domestic
GHG,

The USA which is the most prominent player as it is a key GHG emitter and influencer in
multilateral negotiating processes has drafted the American Clean Energy and Security Act
(ACES) or Markey-Waxman Draft Legislation. This draft law which is still in the process of
Congress’ consideration aims to reduce GHG emission and adjust energy structure of the country
towards cleaner energy consumption. The concept of this law is based on the Cap and Trade
system, in other words the government will set the overall goal of its domestic GHG emission
and allocate emission allowance to different production sectors. Any of them that bear higher
cost in mitigating or that is unable to mitigate the emission accordingly can purchase extra quota
from others or compensate by offsetting its credits from other sources both domestically and
through International Off-set Credit (IOC). Another measure to prevent the decrease of market
competitiveness of the American entrepreneurs is the Border Adjustment Mechanism which

indicates from 2020 onwards, that any imported products with high GHG emission level must



request for International Reserve Allowance. The cost for the application will increase the price

of the imported products in order to narrow the pricing gap with other domestic goods.

The European Union is another influential player in multilateral negotiating stage on GHG
emission. The important intra-regional measure is an initiative in GHG allowance trading in EU
which is based on Cap and Trade principle as in the USA. According to EU Emission Trading
System (EU ETS) under Directive 2003/87/EC, the EU’'s member countries must achieve GHG
emission mitigation with reasonable cost. The amendment was made in EU Directive
2008/101/EC to include aviation activities into EU ETS and Directive 2009/29/EC as well as in
Directive 2003/87/EC to extend, strengthen and improve the functions of ETS. Apart from that,
there are several policies directing the EU towards low-carbon economy, such as the determined
goal to increase renewable energy consumption by 20% from overall energy use within 2020, the
promotion of technological development and use for safe Carbon Capture and Storage (CCS),
Eco-label, and the promotion of Global Energy Efficiency and Renewable Energy Fund

(GEEREF), for instance.

These measures of the USA and the EU which may potentially create both positive and
negative impacts to Thailand are:

1) Border Carbon Adjustment (BCA) in which Thai exporters to the USA (or the EU) are

required to bear the cost in applying for International Reserve Allowance and hence increase the
products’ price while reducing its competitiveness. On the other hand, this measure will
encourage the Thai entrepreneurs to develop and improve the production technology towards
Low Carbon Economy.

2) Reducing Emissions from Deforestation and Forest Degradation in Developing Countries

(REDD): ACES mentions the case which rising demands on carbon credit from REDD should be
beneficial to developing countries as an incentive to concretely reduce forest degradation.
However, for Thailand in comparison with other countries, this has not been the case. One of
the important setbacks is unclear condition of the relevant projects such as sustainable forestry
management but no clarification as to the definition of sustainable management exists, resulting
in the difficulty whether Thailand will be participating in this scheme, etc.

3) Inclusion of aviation sector in EU ETS which may increase the price of final exports to be

transported via air, especially those with high proportion of transportation cost such as flowers,
etc. But this may also increase an opportunity on demands for Carbon Offset such as CDM.

4) Eco-label measures under the EU, though this is a voluntary measure driven by the

consumers, the cost of products from developing countries have to face with an increase from

the products’ examination and authorization process. The cost involves hiring or inviting experts



and measuring the carbon emission across the product’s life cycle or Life Cycle Assessment

(LCA) and Carbon Accounting for different sources of raw materials, for examples.

Recommendations for preparations in Thailand:

1)

Economics aspects

Develop the study on impacts of BCA in each economic sector with the focus on
sectors that have high exports to the USA and the EU, together with high GHG
emission rate

Promote the research on the effectiveness of energy consumption technology and on
Cost Effectiveness Analysis (CEA) in order to identify the lowest cost technology with
highest results

Develop the Cost Benefit Analysis (CBA), including the analysis of responsibility
sharing of cost and benefits between different stakeholders

Assist the entrepreneurs in assessing Life Cycle Analysis (LCA) or establish a
database on the amount of CO2 emission from the production process, as well as
study and criticize the issues of fairness in the use of BCA by the USA and the EU,
etc.

Analyze cost and benefits from the investment in reducing forest degradation

Assess and analyze constant economic benefits from REDD

Identify base year to assess changes in forest degradation

Policy and legal aspects

Clarify the forestry area and indigenous rights in REDD processes and determine
strategies on long-term land use, etc.

Create management systems for REDD implementation such as monitoring and
reporting with international standards, activities listing, expenses speculation, etc.
Amend certain laws to authorize central agencies such as Greenhouse Gas
Management Organization to implement carbon credit trading in forestry sector which

will lessen the redundancy and MRV cost

Organizational/institutional aspects and funds

Study and review the authority, responsibilities, roles and organizational structure of
key agencies on climate change so that they can provide timely response to
situations

Assess the needs for assistance and develop relevant database for seeking financial
support as well as establish the clear criteria for requesting assistance in order to
protect the national interest such as land ownership in REDD program, Offset Credit

rights for funders or grantees, etc.
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