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Potential of the CDM 

• Facing challenging times: due to domestic policy decisions and 

lacking ambition, supply exceeds demand in the carbon markets. 

• CER prices dropped 95% in past few years.  Current price ~0.10 

Euros/CER. Difficult for most projects to continue the project cycle. 

• But the CDM has much potential: 
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8 billion 

tons 



Demand 

1. CERs for compliance purposes 
 

 Existing demand 

 Emerging trading schemes 

 Emerging approaches (carbon tax, etc.) 

 
2. CDM for voluntary purposes 

 
 Increase voluntary mitigation action by countries 

 Private companies and organizations 

 Events 
 

3. CDM a s a key tool for monitoring, reporting and 
verifying (MRV) outcomes of mitigation finance  

 
 Results-based finance 
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The components 

CERs for compliance purposes 
 

 Existing demand 

 Emerging trading schemes 

 Emerging approaches (carbon tax, etc.) 
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China, Mexico, South Korea, South Africa? 

The CDM is an internationally‐endorsed mechanism that provides 

robust, ready‐made infrastructure and high‐quality fungible credits to 

support climate‐friendly development. 



Future demand 

COUNTRIES 

• Mexico, South Africa, Chile, China etc 

a) Using or proposing to use CERs as a potential offset for tax 

 

 

 

 

 

INDUSTRIAL SECTORS 

ICAO under pressure to act. Due to the  nature of their emissions they have little 

abatement potential and therefore will need to rely on offsets or allowances 

a) Demand placed at anywhere between 100m and 600 m tonnes per annum 

post 2020 

 
 

 



The components 

2. Enhance use of CDM for voluntary purposes 
 

 Increase voluntary mitigation action by countries 

 Private companies and organizations 

 Events 
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• Voluntary cancellation of CERs; 

 

• Sustainable Development Tool (SD Tool). 

 

The CDM offers a comprehensive selection of quality UN‐certified 

credits that improve lives in developing countries by incentivizing 

climate friendly development. 



Voluntary cancellation of CERs 

• However, the use of CERs is not limited to 

compliance markets 

Concept of “voluntary cancellation” = effective 

removal of a CER from further use or transfer. 
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• Voluntary cancellation can be done for a number of reasons: 

 By organizations or individuals wishing to show leadership by 

voluntarily offsetting 

 Increase de facto mitigation (in particular by governments) 

 Support developing countries (transfer of finance, technology, 

capacity building, etc.) 

 Contribute to closing the pre-2020 ambition gap 

 Preserve investors’ confidence in UNFCCC mandated 

mechanisms 

 Online platform being discussed. 

 

 

 



The components 

3. Further develop CDM key tool for monitoring, reporting 
and verifying (MRV) outcomes of mitigation finance  

 
 Results-based finance 
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CDM is a ready‐made, reliable, UN‐recognized tool that offers a 

transparent means to monitor, report and verify mitigation outcomes. 

 

 CDM is not only an offsetting mechanism, but also a fully developed system for 

MRV of mitigation action (and finance) 

 

 CDM is primarily a monitoring, reporting and verification (MRV) system for 

mitigation actions, excellent for results-based financing 
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Funding Opportunities 

EXAMPLE:  Rural electrification Uganda, Household level 
energy access Ethiopia 
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Funding Opportunities 

 

 CDM Loan Scheme 

To fill the gap for financing for the CDM-related cost of project development. 

• Development of PDD, Validation, First verification 
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EXAMPLE 1: PoAs as the basis of NAMAs? 

• What are NAMAs 
• Nationally Appropriate Mitigation Actions by developing country 

Parties in the context of sustainable development, supported and 

enabled by technology, financing and capacity building, in a 

measurable, reportable and verifiable manner aimed at achieving a 

deviation in emissions relative to business-as-usual emissions in 

2020.  
 

• Why?  
• Conceived in 2007 (Bali): under the Convention  

• Reflect the divergent views between developed and developing 

countries on the future  

• a)Is action is developing countries supported or unilateral  

• Reflect divergent views among developing countries on the means 

of action  
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Reflects:  

• Desire of developing countries to take nationally appropriate action 

to contribute to global efforts  

• Desire of developed country Parties to cooperate in implementation 

of real action  
 

 

PoAs to NAMA e.g  

• DelAgua – Cookstove PoA in Rwanda 

• Uganda – institutional cookstove PoA, Standardied baseline (PoAs) 

• Uganda – NEMA composting  
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EXAMPLE 1: PoAs as the basis of NAMAs? 



 

19 

EXAMPLE 2: CDMs role in INDCs? 
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EXAMPLE 2: CDMs role in INDCs? 
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CASE STUDY: ADDIS  
 
LIGHT RAILWAY 
 
 - ERC, ETHIOPIA? 
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