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Carbon sequestration and storage

Various NTFPôs                        Soil formation and fertility

Water quantity                                   Water Quality

Decomposition of wastes             Landscape  beauty

Species & habitat protection Plant pollination

Air quality                                     Pest & disease control

Spiritual and Cultural Values

Investing in ñNatural Infrastructureô

44

ñBloombergò for Emerging Markets in Ecosystem Services:

Carbon Markets , Water markets, Biodiversity Markets, 

Easements and Other Conservation Transactions

Consistent, accurate information is critical for building these 

ecosystem service markets

Daily news updates, feature articles, regular e-mail 

newsletters, and market watch

4

Ecosystem 

Marketplace
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International treaty to reduce global warming & cope with temperature increase

What?  Kyoto Protocol

Å Adopted 3rdConference of the parties in Dec ô97;  active in Feb ó05

Å Binding commitments by developed countries to reduce emissions by 5% 
from 1990 levels to be met in the 2008-2012 timeframe 

Who participates?

Å Annex I ï41 countries who ratified (Annex II: only OECD member states) 

Å Non-Annex I countries -150

Å Observer Parties (NGOs, business/industry, indigenous populations, local 
govts, research organizations, etc)

How? Three mechanisms 

Å Emissions Trading (buying and selling GHG óunitsô and ócreditsô);

Å Joint Implementation (emissions reductions units granted for financing 
projects in other developed countries)

Å Clean Development Mechanism (financing emissions reductions in 
developing countries) 

Regulatory Carbon Market:

United Nations Framework Convention on Climate Change

Regulatory Carbon Market:

United Nations Framework Convention on Climate Change

LULUCF: Land Use Change and Forestry Sector 

ÅMarrakesh Accords defined LULUCF activities
ïReforestation and Afforestation of areas that have not 
been ñforest landò at any time since January 1, 1990

ïSystem limiting use of LULUCF activities to meet 
emissions targets

ÅOperation of the Clean Development Mechanism
ïfuture small scale CDM methodologies

Bali Roadmap ïrecognized REDD impact on climate

What will be regulated? Who participates and how?

How finance will be managed?
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NSW GGAS
$225 million

20 Mt

$10-12/tCO2e

JI
$141 million

16Mt
$8.70/tCO2e

EU ETS
$24.4 billion

1,100 Mt
$10-35/tCO2e

CDM

$5.2 billion
475Mt

$10.90/tCO2

e

Kyoto
Non-

Kyoto

Volun-

tary

Develop-

ing

Multiple Carbon Markets

Source: New Forests, Ecosystem Marketplace, World Bank. 2007

OTC Voluntary

$54.9 million

13.4-30 Mt

$4-12/tCO2e

CCX 

$36.1 million

10.3 Mt

$4/tCO2e

Clean Development Mechanism

Conference 

of the 

Parties

Designated 

Operational 

Entities

Designated 

National 

Authorities

Executive Board of the CDM

Roles in the 

UNFCCC Kyoto 

Protocol

Supervision of CDM

Crediting of DOE

Methodologies

Registry of Projects

Emissions of CERs

Validation

Verification

Certification

Project 

Approval

by Host 

Country
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How it works: 

Clean Development Mechanism

Action Time 
(Theory)

Time 
(Practice)

1 Methodology Elaboration 8 weeks 8 weeks

2 Methodology Approval 4 months Executive 

Board decision 

(More than 1 

year)

3 Elaboration of Project 

Design Document

6 weeks 10 weeks

4 Stakeholder Comments 4 weeks 6 to 8 weeks

5 National Approval 2 months Dependent on 
DNA 

requirements 
Source: MGM International

Action Time (Theory) Time (Practice)

5 Project Validation 6 - 8 weeks 6- 8 weeks

6 Project 

Registration

8 weeks Executive Board 

decision (and 

revisions)

7 Project Monitoring Ongoing Ongoing

8 Verification and 

Certification

One or two times 

per year

One or two times 

per year

How it works: 

Clean Development Mechanism

Source: MGM International

~ $150K forest methodology
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Regulatory: Zoom into LULUCF

ÅOnly 1 forestry project 

registered (no CERs 

issued) ï534 days

Å17 projects in pipeline

Å11 methodologies 

approved for afforestation 

and reforestation + 10 

approved tools

ÅProduce tCERs & lCERs Reforestation, courtesy of Sierra Gorda Reserve, Mexico

Leakage, Additionality and Baselines

Emissions reduction certificates

Project Emissions

Start of Project End of Project

Year

Baseline

Real Emissions

Project

Baselines

Outside Project

Leakage

Additionality

"The project must be additional to a business-

as-usual scenario and there must be some 

assurance that the project would not occur 

without the funding provided by carbon 

credits." 

Source: Voluntary Carbon Markets ïAn International Business Guide to What 

They Are and How They Work (2007)

Photo courtesy of Caraiva Watershed Project
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1313

Voluntary: Size and Growth

13

Source: Ecosystem Marketplace and NCF, 2007

Land use OTC

14

Offset Project Types

OTC Project Types (Sales)

1414

Source: Ecosystem Marketplace and NCF, 2007

CCX Project Types 

(Registered)


