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Carbonflow would like to present these suggestions in response to the Board’s call for inputs on efficiency in the operation of the CDM and opportunities for improvement.

The Clean Development Mechanism is not broken.

There are two perspectives to be considered in the context of improvement to the CDM – firstly, the institutional process and secondly, its implementation. From the perspective of Carbonflow, we will leave comment on institutional issues to those more closely aligned to the institutions.

However, implementation of the institutional arrangements is an area where we have, in our view, a number of relevant suggestions to make.

1. The first is that implementation issues are to an extent agnostic of the institutional arrangements. That is, impairments in the efficiency of implementation are often substantially driven by issues related to operational matters rather than the structure of the program (assuming that the institutional arrangements are reasonable, which is the case with the CDM). The operational challenges that organizations are finding are not unique to CDM; similar issues arise in implementing other process requirements.  

2. Secondly, while individual organizations can act to improve their internal effectiveness, those improvements may have little impact on the overall process when multiple organizations are involved. While the CDM process could be considered as a normal supply chain (involving multiple organizations), the analogy quickly collapses. Whilst the methodologies represent a standard, each project is a unique implementation of the standard, and each organization applies the standard in its own unique way (often changing over time).

3. Thirdly, improvement in the CDM requires improved information and improved communication (including information about communication, and communication about information). The market has started to meet this need – Carbonflow is a technology designed to provide CDM market/process participants with greatly enhanced information about the CDM and to greatly enhance communication processes between participants.

4. Fourthly, to the extent that institutional improvements can enhance the ability of the market to improve the CDM, it is that there is a willingness for key institutions to share non-confidential information about the process and the progress of projects within the process with other organizations striving to provide market information and services. This will include simple automation of processes for the upload of information to the CDM website and the download of information about the progress of projects from that website.

5. Fifthly, the key institutions act as gatekeepers by applying the current interpretation of the CDM rules to projects seeking registration. For the CDM to improve it is essential that the rules and, most importantly, the basis of interpretation of the rules, are widely known to all participants in the CDM process. Any changes need to be published sufficiently in advance to act as the basis for material decisions about projects and their documentation. The market is able to distribute this information if it is made available. The Carbonflow technology is readily able to provide information about implementation of the CDM process to, for example, the level of country and methodology linked to an individual project to CDM participants. 

In conclusion, the CDM is not broken. There are significant implementation problems related to information and communication which result in greatly extended project registration timelines (with a material cost to all participants), but the market is already acting to provide solutions to these issues. Carbonflow is the prime example of the market acting to remedy identified shortcomings.
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