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Themes 

Definition 

Two approaches 

Market mechanisms and 
their policy environment 

Coverage 

Baselines 
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Market readiness 
 
 

 

 The necessary technical, policy and 
institutional frameworks that a country 
needs to access and employ, through 
market mechanisms, private and public 
financing for low-carbon development 
 

 



Climate Change Expert Group 
on the UNFCCC 

4 

Market Readiness 
 

 

 

 

 

 

 

 

 

 

 

 

 

Technical:  

The basic structure of a market mechanism  

(e.g. coverage, monitoring etc., registry ...) 

  

Policy:  

Environmental ambition and appropriate policy 

measures (e.g. identifying mitigation potential, 

adequacy of  market and other instruments) 

  

Legal/institutional:  

Institutions needed to operate the market mechanism 

(e.g. collection of inventory data, issuance of 

allowances/credits, compliance, etc.) 
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International carbon markets/finance 

Domestic market mechanisms 
 with (possible) link to 

international carbon market   
 

(e.g. emissions trading scheme)  

Crediting mechanism linked to 
international markets 

Domestic emission reduction 
policies  

with possible crediting link to 
international carbon markets 

 
(e.g. NAMA / broad-based 

crediting)  

Diverse approaches to markets for 
GHG mitigation 

LEDS / LCDS / NCCS / national planning… 



© OECD/IEA 2010  

Market mechanisms and their 
domestic policy environment 

 Policies and 
regulations that 
support the goal of the 
market mechanism 

 Existing regulations 
that could hamper the 
effectiveness of a 
market mechanism 

    Clarity on these situations early on to:  

 Facilitate selection of activities suited to a 
market approach/NAMA-based crediting 

 Help identify policy/regulatory changes needed 
to make the system effective 

Can a market-based CO2 price trigger effective change?  
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Policy coverage: the work ahead 

Nation-wide 
emissions 

Sector 

Eligible entities 

Policy scope 

 From critical GHG 
emitting sectors to 
manageable and 
accountable set of 
entities 

 Who is in, who is 
out? 
 Share of emissions 

 Cost 

 Leakage 

 Also interesting to 
hear why “obvious” 
sectors may not be 
considered at this 
stage? 
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Baselines 

 “what would have happened otherwise” … 

 … isn’t what it used to be? 

 Low-carbon development strategies, etc. 
indicate trends for key sectors 

 

 Domestic question of how much international 

carbon markets can support the achievement of 
domestic goals. 

 

PMR countries (both sides) as unique laboratory 
for a discussion and information on baselines / 
goal setting. 
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Review of existing and proposed emissions trading 
systems: (Christina Hood, IEA, 2010) 

http://www.iea.org/publications/ 
free_new_Desc.asp?PUBS_ID=2323   

 

Market readiness: building blocks for market 
approaches: (Aasrud, Baron, Karousakis, 2010) 

http://www.oecd.org/dataoecd/ 
30/14/46563135.pdf 

 

Domestic transferable permits for envrionmental 
management: Design and implementation (OECD, 
2001) 


