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Here is a one-page summary of the CDM that may be useful
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       The Clean Development Mechanism: An Introduction

Origin: The Clean Development Mechanism (CDM) is a provision of the 1997 Kyoto

Protocol to the 1992 United Nations Framework Convention on Climate Change.  The

Protocol specifies legally binding commitments by most industrialized countries

to reduce their greenhouse gas (GHG) emissions by certain percentages below 1990

levels by the period 2008-2012. For example, the U.S. target is 7% (given

current growth patterns, this will require reductions of  

35-40% from levels otherwise expected in the 2010 timeframe).  Developing

countries do not have binding commitments.

Partnership Principle: In addition to requiring industrialized countries to

reduce emissions domestically, the CDM creates a option for partnerships between

industrialized and developing countries that reduce GHG emissions and address

high priority development needs.  Using the CDM, a company in an industrialized

country can make an investment in a developing country that assists that country

in pursuing a cleaner development path and take credit for slowing the growth in

GHG emissions that would otherwise occur.  The benefit to the developing country

could be in the form of increased investment, improved infrastructure,

technology transfer, and/or reduced local pollution.  The benefit to the

investing company is credit for reduced GHG emissions at a lower cost than some

options it has domestically.  The Kyoto Protocol thus recognizes that, at this

stage, industrialized countries must bear the burden of reducing GHG emissions,

while developing countries focus on economic development, poverty alleviation,

and local environmental problems.  The Protocol's CDM provision creates the

opportunity for "win-win" partnerships that can help address all of these

challenges.  The CDM, in effect, creates and monetizes a new asset for

developing countries: GHG reductions.  

Examples: To illustrate the CDM, consider a developing country that normally

builds pulverized coal-fired power plants of 30% thermal efficiency.  A company

from an industrialized country could partner with the local power company to

build an advanced coal plant of 40% efficiency.  The investing company could pay

for the extra cost of the advanced technology and claim credit for some of the

reduced carbon dioxide from the cleaner plant.  The host country benefits from

additional investment, experience with an advanced technology, and less local

air pollutants such as particulates, NOx, and carbon monoxide. Under a pilot

phase of CDM (known as "Activities Implemented Jointly" or "Joint

Implementation"), actual projects have included companies from industrialized

countries investing in:

- demand side management in an electrical utility in Andhra Pradesh 

- conversion of a coal plant to a gas plant in the Czech Republic

- improved energy efficiency in a Chinese steel plant

- a waste-to-energy plant in Honduras 

- a portfolio of projects that brought $140 million in investments to Costa Rica

Next Steps: Moving from the pilot phase of CDM to full operation involves many

design and implementation issues at the international and national level.  The

international rules governing CDM are the subject of ongoing negotiations under

the Framework Convention on Climate Change.  These negotiations are scheduled to

be completed in the year 2000, with two important meetings occurring in June and

December 1999.  National governments of developing and industrialized countries

need to write the CDM rules in a way that promote "win-win" partnerships. 

Developing countries interested in the CDM should create national policy

frameworks.  Such frameworks should promote CDM projects that address their high

priority development needs.  Planning, analysis, and project development should

begin now in order to take the earliest possible advantage of this new financial

tool, and to aid the process of design of the international rules and national

policy frameworks.

