XII International Seminar of the Russian Maritime Register of Shipping
Safety and Marine Environment Protection: Prospects We Face

Challenges that Flag States face with regard to Climate Change
and the activities that Cyprus carries out in this regard

Presented by Serghios S. Serghiou

Director Department of Merchant Shipping - Cyprus
Background

Shipping is probably the most international of all the world's industries, carrying almost 90 per cent of global trade by weight, in a cost and energy efficient way around the world. The IMO, as the UN’s specialized agency responsible for the global regulation of all facets pertaining to international shipping, plays a key role in ensuring that lives at sea are not put at risk and that the environment is not polluted by ships’ operations - as summed up in IMO's mission statement: Safe, Secure and Efficient Shipping on Clean Oceans.  
Historically, emissions of greenhouse gases from aviation and marine bunker fuels, not controlled by the Montreal Protocol, were not included in the Kyoto Protocol and their control was left to the National policies of States.  Article 2 par. 2 though of the Kyoto protocol requires the Parties of Kyoto to pursue limitation or reduction of emissions of green house gases from aviation and marine bunker fuels not controlled by the Montreal Protocol, working through the International Civil Aviation Organization and the International Maritime Organization.
The issue of GHG emissions from ships has been considered by IMO’s Marine Environment Protection Committee (MEPC) since 1997.
One however may wonder why shipping must reduce its GHG emissions since it is widely acknowledged that it is  the most efficient mode of transport, accounting for only 2.7% of the total GHG emissions globally.  The answer is simple:  As long as there is a possibility to carry a ton of goods with less fuel, then we have to improve efficiency and squeeze as much energy as possible from every molecule of fuel.
The IMO has been working on and managed to agree on a preliminary basis on an “Energy Efficiency Design Index”; and an “Energy Efficiency Operational Index” which without doubt, when they are introduced on a mandatory basis, a new generation of ships will be built which will be more efficient and operate in a manner that GHG are minimized.
Until the time comes that any efficiency measures are in place globally we, as Maritime Authorities, should strive to introduce incentives for owners and operators to adopt them on a voluntary basis.

These incentives, especially in a period of economic recession, must be tangible and as such must be expressed in monetary values, so they will have a meaning for owners and operators.

Ships of this kind can be considered as environmentally friendly and must be given preferential status by charterers and ports.  States can provide lower tax burdens on these ships taking into account the high cost incurred in order to achieve higher efficiency. Ports can also reduce their dues to them as they do in the case of the “Green award”.  With such measures in place, ships achieving higher efficiency would be competitive and eventually drive out of the market ships that do not favour the environment.
Further, States like Cyprus that have large merchant fleets but also a large ship management presence in their territories, should be thinking  broadly  and capture the wider picture of climate change.  The ship, the owner, the operator and the manager could also be viewed as one entity and this entity could be examined from the carbon footprint point of view and be given incentives accordingly, rather than concentrate on incentives addressed only to ships.

Owners, operators and managers who can prove that they have improved their carbon footprint within a specified period under examination, could have their tax burden reduced or could  be given a privileged status vis-à-vis other entities according to a State´s shipping policy.
States could further develop policies assisting owners to modernise or replace their fleets with new and more efficient ships, through subsidies or state aid.  One could also argue that market distortion is 
not  an issue in this context, since it is done for the benefit of the future generations that have the same rights as us to enjoy a healthy and prosperous planet. 
Flag States should also consider how to offset the carbon footprint of their fleets by actions directly related to them.  Planting a tree every year for each vessel registered under their flag is not an approved Clean Development Mechanism (CDM) but definitely in a simple manner assist the efforts of humanity to combat Climate Change.  But in a more serious tone, Flag States can take a concerted action to  create a fund that can support approved CDM projects in developing countries and their fleets to be credited accordingly. 
Cyprus came to the conclusion that ships behaving in an environmentally friendly manner without compromising safety and security, should be given a competitive advantage by lowering their tonnage tax. Ships of this kind have a higher initial cost to be built and therefore, in order to compensate for the depreciation of this higher cost, need to have higher freight rates.  In order to be competitive within the global market, their running costs should thus be reduced and their flag States should assist them by  lowering their tax burden.  

Management companies that show a corporate environmental consciousness as individual entities should also be rewarded.  These rewards may be in the form of tax reductions, abolition of bureaucratic procedures hampering their operations and   closer links with  their local Administration that in many cases may not be the Flag State of their ships.

Cyprus came to the conclusion that the issue of Climate Change has a greater social dimension and that it is the obligation of the Maritime Administration to provide information and education to the general public what's the impact of shipping in this global problem.  Cyprus believes that the public should be given a total and holistic overview of   shipping’s contribution and how it achieves its goal, being at the same time the most efficient mode of transport.  In this context, Cyprus organizes a number of seminars not only for the shipping community but for the Cypriot community at large, explaining the need for shipping to remain the main carrier of the world’s products, commodities and goods, because if shifting happens to other modes of transport the impact on the environment will be highly detrimental.
In an effort to reach each and every corner of the public opinion, Flag States especially those with large fleets like Cyprus have the obligation to participate in public debates both nationally and internationally and to have a serious and constructive presence in fora such as the IMO and the UNFCCC (United Nations Framework Convention for Climate Change)  and be ready to tackle global  problems affecting the well being of the people living on our planet.
In a long term strategy the same Administrations should forcefully and actively promote the seafarer’s profession and provide incentives for young people to enter the profession.  Training institutions that cultivate environmental consciousness must be at all times preferred and be given  public recognition for their contribution to the preservation of the environment.

Cyprus has approached the issue of Climate Change in relation to shipping in a holistic manner and tries to put together a new philosophy on fleet management and administration that encompasses the public at large, the benefits to the Cypriot community and by induction the global community as well, as the social dimension of the problem that has just started to show signs of its existence,    will be more evident and more fearsome in the future. 
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