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Inconvenient truth on CDM
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Problems of CDM
• Developing countries might 
rest on their CDM laurels
• Environmental integrity
partially doubtful
• Industrialized countries want
to limit CER imports

Discounting
• 1 t CO2 eq. reduction
generates 0.x CERs
• Differentiation according to 
per capita emissions and per 
capita income of host country
• Where is the starting point?
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Discounting: cases
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The numbers
• If discounting starts at world 
average emissions/income it 
covers OECD entrants, Gulf 
Cooperation Council and a few 
South-East Asian “Tigers”
• Insufficient incentive: 6% 
reduction 
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The numbers II
• Start at half world average 
emissions/income: coverage 
of Brazil and China, but not 
India and Indonesia
• Reduction of CER volume by 
~30%
• Sufficient

Advantages
• Improves environmental inte-
grity of CDM on a global level
• CDM contributes to global 
reductions (Bali Action Plan)
• Improves regional 
distribution
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Disadvantages
• Differences in marginal 
abatement costs persist
• Trust of project developers in 
CDM is weakened
• But: higher dynamic 
efficiency through survival of 
CDM!

Summary
• Discounting will increase 
political acceptability of CDM 
in industrialized countries
• Discounting fulfils the prin-
ciples of the Bali Action Plan
• Discounting contributes to 
competitiveness of LDCs


