Recommendations and the way forward

It is imperative that the African countries come
together as a group and develop a common and clear
negotiating position which reflects the vital interests
of all partners, and express their expectations from

the new regime. African submissions in the past have
voiced the need for capacity enhancement, robust
support structures, technology transfer and recognition
of their national contexts, but the group should submit
more nuanced ideas to incorporate these in the
discussions in Warsaw and beyond. Some suggestions
for consideration are outlined as follows:

e Conditional progress: Progress on NMM and FVAs
should be conditional upon enhanced ambition

e Specialized funds: The African Group could consider
the utility of suggesting establishment of specialized
funds to address issues of access. For instance, an
International Methodology Development Fund could
have a mandate to support development of new/
customization of existing methodologies suited to
African conditions.The Fund could be supported
in future through contributions from Annex | and
through contributions from NMMs and in the interim,
by re-routing the accumulated reserves from share of
proceeds for CDM projects. Similarly, an International
Seed Fund could provide the much-needed catalytic
initial investment (wholly/partially) to mitigation
projects, especially in the African LDCs.The fund
could be funded by public or private sources.

e Share of proceeds from market mechanisms under
FVA: African group should consider a strong position
on the possibility of drawing a share of proceeds fee
from market-based mechanisms under the FVA and
suggest an appropriate figure on the percentage
allocation.

e Standardization and customization: NMM must
incorporate simplification and standardization of

procedures. Further, African states must also be
mindful of exploring opportunities for customization
of the design of future markets. An example to
demonstrate the need for markets to be based on
customized methodologies/calculation tools is the
case of grid connected renewable energy projects in
East African countries. Extremely clean grids of the
region disqualifies (or renders unviable) the uptake
of grid connected renewable energy projects

under CDM.

Early start of the NMM:While an early piloting would
be useful to estimate the readiness of emerging
markets for a more complex setup of market-based
approaches and to establish appropriate institutional
structures, experience with Activities Implemented
Jointly (AlJ) should be kept in mind when planning
NMM pilots. Particularly, the inequitable distribution
of investments for minimizing transaction costs

and utilization of low hanging fruits in the targeted
mitigation sectors and prohibition of accrual of
credits during the pilot phase (Schwarze 2000; Larson
& Breustedt 2009).Targeted support and focus on

the continent in the NMM pilots could be flagged for
better readiness of the continent.

Administration of various approaches: A multiple
mechanism future presents the risk of creating
several carbon currencies, exhausting the readily
available mitigation options for developing
countries, jeopardizing environmental integrity of
reductions and the possibility of double counting
support.Hence, complementarity among the various
mechanisms under various approaches is important.
Party opinions range from FVA to be a set of broad
guiding principles to ensure transparency to strict set
of rules with regulatory control to COP, especially to
ensure fungibility of the different carbon currencies
generated.In COP 19, African states should argue for
FVA that is closely regulated by a centralized body
under COP.
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NEGOTIATING NEW MARKET
BASED MECHANISMS

MAKING A CASE FOR AFRICA’S PARTICIPATION

RitikaTewari and Nimisha Pandey

The specifics of new market based approaches are still under negotiation. However, COP decisions till

date categorize future market mechanisms into the following: (i) a New Market Mechanism (NMM) and

(ii) market-based approaches undertaken individually or jointly by the Parties guided by a common
framework, referred to as Framework for Various Approaches (FVA). This policy brief filters out key issues
and main proposals on new market-based approaches!' from the diversity of discussions and does an early

reconnaissance of their utility for Africa.

Africa’s Outlook
African reference for the FVA can be traced from the
submissions to the Ad Hoc Working Group on Long-
term Cooperative Action (AWG-LCA) on the elements
of Bali Action Plan (which includes various approaches
for enhanced mitigation) and the subsequent work
programme of AWG-LCA.The following concerns and
expectations are highlighted in African submissions:
1. Balancing adaptation and mitigation
2. Prioritizing sectors crucial for development such
as agriculture

3. Ambitious financial support and technology transfer

including prohibiting export of sub-standard and

environmental unfriendly technologies (Rwanda) and

measures to improve the diffusion and development
of technologies (Ghana)

4. Capacity enhancement particularly to promote

access to market-based mechanisms, building upon
lessons learnt from the CDM

5. Ambitious targets from eligible buying countries to

create sufficient demand and incentives for Parties to
participate in market-based schemes

. Differential response, according to their national

circumstances (Madagascar)

Overall, submissions from African states acknowledge
that the continent is at the receiving end of climate
change impacts and that mitigation actions need to
be aligned to the developmental priorities of their
countries.They voice the need for facilitating their

'For the purposes of this paper, we address NMIM and Various Approaches together under the term ‘New Market based Approaches’
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relationship of new approaches with CDM has been
an oft discussed question. Some Party submissions
mechanisms instead of replacing them (Japan). LDCs
express their clear interest in continuation of CDM

as a key market mechanism in future. Summarizing
submissions by stakeholders, Svenningsen (2012)

mention the need for new mechanisms to be
and propose that these should supplement existing

highlights the potential of utilizing/extending the
infrastructure of the existing mechanisms to future

complementary to CDM (Norway, LDC, and China)
institutional

Relationship with CDM: Functional and structural
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mechanisms. However, new market based mechanisms
also raise concerns regarding the potential of overlaps

between the mitigation activities undertaken within

lead to emission reductions that are real and verifiable
(Decision 1,CP 16), positions differ on key design

features.
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different mechanisms (double counting of reduction)
and further driving down the already depressed

Share of proceeds for adaptation: A new argument that
has emerged recently in discussions is that of ‘share

of proceeds’ from future market-based mechanisms
towards adaptation. Decision 1/CP 18 Para 51 (i)
mentions ‘a share of proceeds to cover administrative
expenses and assist developing country Parties that are
particularly vulnerable to the adverse effects of climate
change to meet the costs of adaptation’as one of the

markets by additional supply of credits.

agreement. For instance, till COP 18, the issue of double
counting incorporated only ‘double counting of effort
and units generated’ (Para 79/decision 2/CP 17 and

Para 45 (d)/ Decision 1,CP 18).Recent discussions?
however also highlight the need to account for‘double
counting support.This illustrates an important concern
of developing countries, including that of African states,
that Annex | countries must be held accountable for

have emerged in recent discussions on the specific
their obligations to support.

What should be accounted for: Differences in opinions
meaning of some terms which have broader

the technical design elements of FVA, and included the
question,’What could be the role of a share of proceeds

for the approaches under the FVA?’
differ in their degree of details. Commonalities emerge

varied definitions and interpretations of NMMs and

is a new addition to discussions, raised in AWG-LCA 15
SBSTA 38 has requested Parties to submit their views on

possible elements of NMM. However, a possible share
of proceeds from mechanisms designed under FVAs
informal session workshop.The recently concluded
The submissions put forth by different Parties give

ensure transparency in the approaches undertaken and ~ Opportunities and challenges for Africa

submissions indicate varying interpretations on the
governance of future market mechanisms, ranging
from strictly regulated (by COP) to broadly directed/
recognized as well as from centralized to party driven.
Especially with reference to FVA, some Parties suggest
that these mechanisms could function independently,
with the framework providing some basic guidance to
information shared (Japan 2012), while others advocate
a stricter relation where markets are closely regulated
by the COP.Discussions highlight that in the multiple
market mechanism scenario, the precise responsibility

Top—down versus bottom-up administration: Party

on the forms future market-based approaches could

take.In Table 1, we summarize the fundamental

framework of the mechanisms under COP would play a
key role in ensuring reliability of generated units.

opportunities and challenges which each form could

have, with respect to Africa.

summarizing submissions till AWG-LCA 15, informal session in Bangkok in August 2012, and conclusions adopted at the recently

This issue was highlighted in the discussions of members of the African Group of Negotiators at the Climate Change and
concluded SBSTA 38.

Development for Africa -Ill Conference in October 2013.
3The authors refer specifically to proceedings of workshops under AWG-LCA 15 in 2012, technical paper by secretariat



