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International Climate Policy is a bi-monthly 
magazine aimed at providing a clear analy-
sis of the worldwide evolution of both inter-
national and domestic climate and energy 
policies, as well as the carbon market.

For questions and comments please 
contact: 
Katie Johnson – katie.johnson@feem.it

The magazine is organized into four 
sections focused on i) international nego-
tiations and national policies, ii) European 
and international energy policy, iii) flexible 
mechanisms and developing countries, 
and iv) evaluation of the carbon price in the 
European and global markets. The infor-
mation and data presented in each section 
are not only an update of recent events, but 
also an extrapolation of the quantitative 
implications of these events, based on a 
detailed analysis of academic papers and 
published reports. Every two months the 
most important proposed or applied poli-
cies and actions are briefly introduced and 
analyzed. Each article includes boxes, figu-
res, and graphs in order to provide in-depth 
examination and data exemplifications. All 
papers and reports used in the analyses 
are cited at the end of the relevant article.
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The UNFCCC negotiating 
session in Bonn closed 
on Thursday, May 18th 

2017, laying the groundwork 
for the annual UN Climate 
Change Conference to be held 
at the end this year (COP23, 6 
– 17 November), again in Bonn. 
Although all eyes were pointed 
at the US, preparations are 
well underway and on track to 
deliver the infrastructures and 
arrangements needed for a 
successful meeting, the UNFCCC 
release declared [2]. This May 
intersessional meeting was the 
first since COP22 in Marrakech, 
Morocco, and the decision was 
made that the Paris Agreement’s 
“rulebook” has to be adopted by 
2018, at COP24.

Negotiations were, therefore, 
organized within the three bodies 
that are in charge of progressing 
the elements of the Paris 
Agreement: the Subsidiary Body 
for Implementation (SBI), the 
Subsidiary Body for Scientific and 
Technological Advice (SBSTA), and 
the Ad Hoc Working Group on the 
Paris Agreement (APA). Among 

the topics discussed in Bonn 
there were: the modalities for 
accounting of financial resources, 
the cooperative approaches under 
Article 6 of the Paris Agreement, 
the mitigation component of 
the NDCs, and the agricultural 
activities. Despite efforts to 
advance in a coordinated and 
balanced manner, some of the 
traditional divides, such as the 
differentiation of commitments 
and the mitigation predominance, 
resurfaced as soon as the talks 
picked up speed. Moreover, some 
elements being addressed for the 
first time in the UNFCCC process, 
namely the Global Stocktake and 
some aspects of the cooperative 
approaches, needed considerable 
time to find agreement among 
Parties on how to proceed.

These two weeks also saw the 
hand-over between COP22 and 23 
Presidencies. Fiji Prime Minister 
Mr. Frank Bainimarama, the in-
coming COP23 President, and his 
Chief Negotiator, Ambassador 
Nazhat Shemeem Khan, expressed 
Fiji’s gratitude for the support 
and encouragement and took the 

opportunity to share their vision for 
the session starting in November. 
 
As the first Small Island 
Developing State to assume the 
Presidency of this process, Fiji’s 
Prime Minister emphasized the 
opportunity to bring their own 
perspective to these negotiations. 
The perspective of a region that 
is bearing the brunt of climate 
change, whose existence is 
already threatened by rising seas, 
extreme weather events and 
changes to agriculture. “Those 
who are most vulnerable must be 
heard” he highlighted, affirming 
that COP 23 will forge a coalition 
to support and advance the Paris 
Agreement. In summary, the 
main objectives of the COP23 
Presidency, as stated by the Prime 
Minister of Fiji in his closing 
address, are [3]:

• To advance the work of the 
UNFCCC and preserve the 
multilateral consensus for decisive 
action to address the underlying 
causes of climate change, 
respecting climate science.

Marinella Davide
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UNFCCC BONN TALKS TO PREPARE THE 
GROUND FOR COP23 UNDER FIJI’S PRESIDENCY

- 4 -



•	 To uphold and advance the Paris 
Agreement, ensure progress on 
the implementation guidelines 
and undertake consultations 
together with the Moroccan COP22 
Presidency to design the process 
for the Facilitative Dialogue in 
2018.

•	 To build greater resilience for all 
vulnerable nations to the impacts 
of climate change, including 
extreme weather events and rising 
sea levels;

•	 To enable access to climate 
adaptation finance, renewable 
energy, clean water and affordable 
climate risk and disaster 
insurance; and to promote 
sustainable agriculture.

•	 To forge a grand coalition 
to accelerate climate action 
before 2020 and beyond involving 
between civil society, the scientific 
community, the private sector and 
all levels of government, including 
cities and regions.

•	 To harness innovation, 
enterprise and investment to 
fast track the development and 
deployment of climate solutions 
that will build future economies 
with net zero greenhouse gas 
emissions, in an effort to limit 
the rise of global temperatures 
to 1.5 degrees Celsius above pre-
industrial levels.

•	 To draw a stronger link between 
the health of the world’s oceans 
and seas and the impacts of, and 
solutions to, climate change as 
part of a holistic approach to the 
protection of our planet.

•	 To infuse COP23 with the Fijian 
“Bula Spirit” of inclusiveness, 
friendliness and solidarity, and 
promote the Pacific concept 
of talanoa. This is a process 
of inclusive, participatory and 
transparent dialogue that builds 
empathy and leads to decision 
making for the collective good. 
It is not about finger pointing 
and laying blame but is about 
listening to each other, learning 
from each other, sharing 
stories, skills and experiences. 
By focusing on the benefits of 
action, this process will move the 
global climate agenda forward. 
 
Beyond negotiations, crucial 
elements for the success of the 
Paris Agreement are the progress 
and commitment at the national 
level. In particular, as the US 
political turmoil about President 
Trump’s approach on climate 
change regulation demonstrates, 
the stability of the Paris 
Agreement’s structure strongly 
depends on countries’ real action. 
In this regard, recent research by 
the Grantham Research Institute, 
with other partners, found that 

- 5 -

with over 1,200 relevant pieces 
of legislation, most of world’s 
countries have the legal basis 
to address international climate 
change objectives. Major fields 
addressed are those related to 
clean energy and climate change/
low carbon transition. Although 
the growth rate has decreased at 
the global level over the past few 
years, the adoption of new climate 
change measures is still dynamic 
in developing countries. Rather 
than formulating new policy 
measures, the challenge for the 
future mainly will therefore be to 
make existing regulations fully 
operative and to increase the 
ability to fill the gaps.
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Key focus areas for climate-related laws and policies [4]
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United States President 
Donald Trump announced 
in a major statement in the 

Rose Garden of the White House 
[2] on June 1, 2017 that the US is 
going to withdraw from the Paris 
Agreement. At the same time he 
pledged to begin negotiations to 
either re-enter or re-negotiate 
an entirely new agreement which 
would be more favourable for 
the US. However, the UNFCCC 
has already stated that the 
Paris Agreement “cannot be 
renegotiated based on the request 
of a single Party”. Nevertheless, 
the UNFCCC secretariat “stands 
ready to engage in dialogue with 
the United States government 
regarding the implications of [the] 
announcement” [3].

Trump justified the move by 
stating that the Paris Agreement 
would be an economic burden to 
the US that would cost millions 
of jobs. He argued that countries 
like China and India would be 
free of any major constraints 
for years, in contrast to the US. 
Moreover, Trump, referring to 

different studies that have been 
accused of having used unrealistic 
assumptions, stated that the 
impact of the Paris Agreement 
would be negligible; his whole line 
of reasoning has been criticised 
for being seriously flawed [4].

Part of Trump’s announcement 
concerns the cessation of any 
payments to the Green Climate 
Fund (GCF), which helps 
developing countries to reduce 
their emissions and to adapt 
to the adverse consequences 
of climate change. The Obama 
administration had pledged 
further USD 2 billion after paying 
out USD 1 billion so far.

It is not yet clear how exactly the 
US intends to withdraw from the 
Paris Agreement. According to 
the provisions laid down in the 
accord, it should take until early 
November 2020 for the withdrawal 
to take effect. However, Trump 
could hasten this process, in a 
move that would weaken his own 
powers for future agreements, by 
arguing that Obama overstepped 

his authority in approving the 
Paris Agreement and that it 
actually should have had to pass 
in Senate. Alternatively, the US 
could exit from the UN Framework 
Convention on Climate Change. 
This more radical move would 
take only one year and would lead 
automatically to exiting the Paris 
Agreement [5].

In late March, Trump already 
started to dismantle the climate 
policies of his precedent Barack 
Obama by putting forward his 
Executive Order on Promoting 
Energy Independence and 
Economic growth. The order also 
addresses the Clean Power Plan, 
which has been at the heart of 
the efforts to reduce greenhouse 
gas emissions and is vital for the 
achievement of the nationally-
determined contribution (NDC) 
of the US [6]. The NDC foresaw 
an emission reduction of 26 to 28 
percent by 2025 below 2005 levels 
[7; see figure].

The question over the continued 
participation of the US in the 

Aurora D’Aprile and Michael Schneider
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US WITHDRAWAL IS THE FIRST STRESS 
TEST FOR THE PARIS AGREEMENT
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Paris Agreement overshadowed 
the G7 summit in Taormina on 
May 26 and 27. Even then, the 
final communiqué released at the 
end of the meeting (addressing 
several issues such as global 
trade, migration and inequalities) 
acknowledged that the US was 
still “in the process of reviewing its 
policies on climate change and on 
the Paris Agreement”. In contrast, 
the other six major industrialised 
countries as well as the European 
Union reaffirmed “their strong 
commitment to swiftly implement 
the Paris Agreement” [8]. The 
six heads of state and the EU 
tried to put pressure on the US 
administration to remain in the 
pact and warned over the negative 
repercussions a withdrawal would 
have on the diplomatic relations 
with the US. The host of the G7 
summit, Italian Prime Minister 
Paolo Gentiloni acknowledged that 
divisions in some areas “emerged 
very clearly”, although he said 
that participants were “satisfied 
by how things went”. German 
Chancellor Angela Merkel openly 
affirmed that the discussion on 
climate change was “very difficult, 
if not to say very dissatisfying” [9].

The impacts of the US decision 
to withdraw the Paris Agreement 
are not yet predictable. There 
are concerns that the US exit 
may create a void in the Paris 
framework and that it could 
trigger a “domino effect”, leading 
other countries to downsize their 
commitments. However, many 
countries have already indicated 

their continued commitment to 
the Paris Agreement, including 
China, India, Russia, and the 
European and the African Union 
in a joint communiqué [10]. 
Commentators have thus far 
framed the US withdrawal rather 
as passing up a golden opportunity 
in the economic prospects of clean 
energy. It has been contended 
that a withdrawal might cause 
diplomatic damage and that it 
represents a fit occasion for China 
to fill the vacuum created [11].

Meanwhile, a great number of 
state, local and business leaders in 
the US have declared to continue to 
support climate action to meet the 
Paris Agreement. Signatories of 
the declaration include governors 
from 9 states, 125 mayors, 902 
businesses and 183 colleges and 
universities representing 120 
million Americans and USD 6.2 
trillion of the US economy [12].

Therefore, the possibility that 
the decision of Donald Trump 
to withdraw from the Paris 
Agreement might even spur 
climate action all over the globe 
is anything but small. In any case, 
it has vaulted the issue of climate 
change into the headlines and into 
the center of public debates.

- 7 -
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THE FOSSIL FUEL DIVESTMENT CAMPAIGN 
WORLDWIDE AND IN EUROPE

According to May 2017 
data, an increasing 
number of universities, 

local governments, and private 
companies are joining the fossil 
fuel divestment movement in the 
US, Australia, and Europe. 

The divestment campaign erupted 
in the US as a movement of uni-
versity students asking their ac-
ademic institutions to withdraw 
financial assets from businesses 
operating in the fossil fuels sector 
and gained momentum in recent 
years, in particular during COP21 
in 2015. Activists pressure fossil 
fuel companies and governments 
to leave oil, gas, and coal under-
ground, to induce a drastic reduc-
tion in carbon emissions, and ask 
policy-makers to enact restrictive 
environmental legislations (for ex-
ample, introducing a carbon tax). 
Divestment activism stresses the 
concept of the “carbon bubble”: to 
implement the Paris agreement’s 
objectives, much of the explored 
oil, gas, and coal reserves would 
need to be left underground, with 
likely no room for them in the 

global energy market. Also, ac-
cording to divestment activists, 
the extraction of those residual 
resources could prove highly cost-
ly and lead to almost no prospec-
tive income with respect to, on the 
other hand, declining prices for 
renewable energy production de-
vices. Thus, fossil fuels could lead 
to a declining economic conve-
nience, with existing reserves and 
assets (the so-called “stranded” 
assets) already seen as overval-
ued [2].

Worldwide campaigners initially 
focused on the necessity to divest 
from “dirty” pension funds. A 2013 
Oxford University study revealed, 
however, that the exposure of uni-
versity endowments and pension 
funds to fossil fuel assets in the 
US and the UK proved absolutely 
limited [3]. In this regard, the Eu-
ropean Green Party welcomed the 
new 2016 EU rules on pensions 
(with pension funds now obliged 
to consider environmental factors 
in their investment decisions) as 
an important “divestment move-
ment’s victory” [4].

Several cultural, religious and 
philanthropic organizations joined 
the movement, which involves to-
day more than 700 organizations 
and public institutions and more 
than 58,000 individual commit-
ments from more than 70 coun-
tries [5]. The total value of divest-
ing institutions is estimated $5.45 
trillion; the value of assets held 
doubled since late 2015 [6]. Eu-
rope contributes to the movement 
with 230 participants, including 
the government of Ireland and 
four capital cities (Berlin, Copen-
hagen, Paris, and Stockholm). The 
UK is the widest EU contributor 
(110), followed by France (44). All 
of Italy’s 7 participants are reli-
gious organizations - as of May 
2017, the Catholic world contrib-
utes to the campaign with 27 sup-
porting organizations worldwide, 
also thanks to Pope Francis’ 2015 
Encyclical letter on the environ-
ment and climate change [7]. 

Investigating the movement’s 
claims, scholars recently identi-
fied, however, some negative ex-
ternalities others than the mere 

Jacopo Bencini
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ing group, Axa, pledged to divest 
around €500 million of coal in-
vestments from its portfolio and to 
triple its investments in renewable 
energies by 2020 [11]. Divestment 
supporters also played a role in 
the thorny Dakota Access pipeline 
issue in early 2017, as a specific 
movement (“Defund DAPL”) arose 
urging individuals and institutions 
to move money out of banks that 
were financing the pipeline con-
struction (including Wells Far-
go and Bank of America) and as 
Storebrand, a Norwegian sustain-
able investment company, sold off 
$34.8 million worth of shares in 
companies that partially own the 
pipeline (half the company’s en-
tire value), in order to complicate 
any further implementation of the 
project [12].

The fossil fuel divestment cam-
paign could represent a real bot-
tom-up global initiative in tack-
ling climate change in response 
to the current shift in global cli-
mate leadership. Yet, it still needs 
strong institutional support when 
coming to demand necessary new 
and strict environmental regula-
tions at country level, beyond iso-
lated financial actions.

- 9 -

The three waves of a divestment campaign [3]

economic loss of fossil fuels di-
vestment. According to 2016 stud-
ies, divestment entails frictional 
costs (e.g. transactional costs), 
which could hamper the over-
all short-term profitability of the 
action by leading to a total loss 
up to 2-12 percent of the endow-
ment value over a 20-year time 
[8]. More, in the case of mutual 
or commingled funds, separating 
fossil fuel-related assets from 
the green ones could be a difficult 
operation - when feasible. Sociol-
ogists also argued that fossil fuel 
divestment actions could lead to 
perverse political effects, as the 
movement reinforces a shift away 
from governments as key corpo-
rate regulators [9].

Nevertheless, some companies 
have autonomously started to di-
vest from fossil fuels. This was the 
case, in the US, of the Standard 
Oil-backed Rockefeller Brothers 
Fund. In 1984, with the adoption of 
its Sustainable Development Pro-
gram, the Fund already commit-
ted to making the economic case 
for climate action, avoiding any in-
vestment related to the fossil fuel 
industry; between 2005 and 2015, 
the program funded actions for 
approximately $75 million [10]. In 
2015, the French insurance lead-
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2017 TRACKING CLEAN ENERGY PROGRESS 
REPORT PRESENTED AT CLIMATE TALKS

The energy sector is the 
largest source of greenhouse 
gases (GHG) emissions, 

contributing roughly two-thirds 
of the total [2]. Its transformation 
is therefore key for reaching the 
ambitious goal set by the Paris 
Agreement of keeping global 
temperature increase below 2°C 
by the end of the century. The 2017 
Tracking Clean Energy Progress 
(TCEP) report [3] provides valuable 
information to understand the 
extent to which the energy sector 
is progressing in supporting a 
low-carbon economy transition. 
Published annually by the 
International Energy Agency (IEA), 
it offers a comprehensive outlook 
on the overall development and 
deployment of clean energy 
technologies. The report was 
launched on May 16th at the 
Climate Change Conference in 
Bonn and for the first time in a 
UNFCCC context.

The TCEP tracks 26 energy 
subsectors, ranging from solar 
photovoltaic (PV) to nuclear, from 
international shipping to carbon 

capture and storage (CCS). 
Progress is measured against 
interim 2°C scenario (2DS) targets 
(i.e. in 2025) as modelled in the 
Energy Technology Perspectives 
2017 [4] as well as by considering 
the milestones identified in the 
IEA Technology Roadmaps [5]. For 
each technology an evaluation is 
provided in terms of i) progress in 
meeting the 2DS targets; ii) recent 
trends; and iii) recommended 
actions. A “traffic light” color 
system is used to highlight whether 
the technology is on track (green), 
needs improvement (orange), or 
is falling short (red) to meet the 
2DS objectives. This qualitative 
information is complemented 
by indicators of the progress 
needed to 2025. Recent trends are 
assessed taking into consideration 
technology penetration, market 
creation (i.e. mechanisms 
employed to encourage 
technology deployment), and 
technology development. Trends 
are visualized through arrows and 
tildes to show positive, limited, or 
negative developments. Finally, for 
each technology recommended 

actions are outlined in order 
to overcome possible barriers 
in implementation. The 
figure summarizes progress 
in the 26 energy subsectors 
assessed in the report. 
 
In 2016 only 3 technologies out 26 
resulted on track, highlighting the 
need for enhanced policy support 
towards a sustainable transition 
of the energy sector. More mature 
variable renewables such as solar 
PV and onshore wind confirmed 
their sustained growing trends 
and thus their consistency with 
the 2025 2DS targets. The growth 
is mainly driven by China, where 
the recent release of the 13th 
Solar Energy Development Five 
Year Plan (2016-2020) has further 
strengthened public commitment 
towards this technology [6]. It 
is worth noting, however, that 
renewable power as a whole 
shows limited improvement as 
technologies like Concentrated 
Solar Power (CSP), bioenergy, 
and geothermal still fail to be as 
cost-competitive as conventional 
alternatives. On the positive side, 
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energy storage –which is crucial 
for supporting renewables- is on 
track, reaching 930 megawatts 
(MW) in 2016. Good news also 
comes from the electrification 
of passenger transportation, 
with 750,000 electric 
vehicles being sold last year. 
 
The remaining technologies show 
limited or insufficient progress. A 
case in point is CCS, a technology 
which has attracted increasing 
attention and consideration in the 
climate debate in recent years. 
While 2016 inaugurated the first 
large-scale CCS project in the iron 
and steel industry in Abu Dhabi 
(7), new investment decisions are 
drying up because of the lack of 
policy support. 

Progress of a variety of clean energy technologies towards interim 2°C scenario targets in 2025 

- 11 -

Given the important role that policy 
can play in promoting early stage 
technologies, the TCEP includes 
a special feature on clean energy 
innovation. Data on public and 
private investment in research, 
development, and demonstration 
(RD&D) are brought together 
with the aim of enhancing the 
effectiveness of RD&D spending. 
IEA’s estimates point to around 
USD 27 billion being spent in 
RD&D in 2015, with the public 
sector contributing the lion’s 
share. Yet, public expenditure in 
R&D keeps of being defensive, and 
only a small portion (around 4% in 
IEA country members) is allocated 
to the more “risky” prototype and 
demonstration phases of the 
innovation process.
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GLOBAL PLATFORM FOR DISASTER RISK 
REDUCTION CALLS FOR ACTION ON SENDAI  

From May 22nd to 26th 2017, the 
Mexican Government wel-
comed in Cancun the 5,000 

participants of the Global Plat-
form for Disaster Risk Reduction 
(GPDRR), the most important in-
ternational forum dedicated to the 
theme and held, for the first time 
in 10 years, outside the UNIS-
DR Geneva headquarters [2]. The 
GPDRR importantly provided the 
international community with the 
opportunity to meet for the first 
time after the adoption in 2015 
of the Sendai Framework for Di-
saster Risk Reduction (SFDRR) 
2015- 2030 [3] and to review prog-
ress towards its implementation. 
Through the SFDRR, UN mem-
bers committed to achieve 7 glob-
al targets aimed at substantially 
reducing global disaster mortality 
(A), number of affected people (B); 
direct disaster economic loss in 
relation to global gross domestic 
product (GDP) (C); disaster dam-
age to critical infrastructure and 
disruption of basic services (D), 
while increasing national and lo-
cal disaster risk reduction strat-
egies by 2020 (E) and enhancing 

international cooperation (F).

Under the slogan “From 
commitment to action”, 
participants to the GPDRR 
engaged in two preparatory 
days of learning events and 
stakeholders meetings; a Leaders 
Forum to address the increased 
economic losses from disasters; 
and four plenaries on i) national 
and local strategies for DRR, 
ii) reducing vulnerabilities of 
countries in special situations, 
iii) the SFDRR monitoring, and iv) 
enhancing coherence among the 
SFDRR, the Paris Agreement and 
the 2030 Agenda for Sustainable 
development. The event also 
featured 15 working session and a 
number of special and side events.

The key political outcome of the 
event was the release of the 
Cancun High-Level Communiqué 
[4], as resulting from the closed-
door Leader Forum held on the 
24th. The Communiqué places 
particular emphasis on the 
resilience of infrastructure and 
housing, and commits, inter alia, 

to reduce regulatory and economic 
incentives for vulnerable 
development; conduct a disaster 
risk assessment of existing 
critical infrastructure by 2019; 
make disaster risk assessments 
a prerequisite for infrastructure 
and housing investments; and 
promote the expansion of risk 
transfer mechanisms, including 
social safety net schemes. 

From an operational point of 
view, it was decided to kick off 
the monitoring of progress in 
achieving the Sendai 7 global 
targets and associate indicators 
in early 2018 [5]. This first cycle, 
ending in March 2019, will 
exceptionally cover the two biennia 
2015-2016 and 2017-2018. After 
that, progress will be reviewed 
biennially. As the effectiveness of 
the monitoring is highly dependent 
on the availability, quality, and 
accessibility of relevant data, 
the UNISDR launched a Data 
Readiness Review from February 
22nd to April 5th in order to 
determine countries’ existing data 
gaps [6]. On the basis of the inputs 
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received, a Readiness report was 
released in Cancun (7). The review 
was undertaken by 87 countries 
and showed different degrees in 
data availability across targets. 
Speaking to the GPDRR closing 
plenary on the 26th, Robert Glasser 
- UN Secretary-General’s Special 
Representative for Disaster Risk 
Reduction – reported that data are 
available for 83% of countries for 
Target A (mortality) and 66% for 
Target B (affected people) (5). As 
for Target C, related to disaster 
economic losses, and Target 
D, on the disruption of critical 
infrastructure and basic services, 
only 37%-55% of countries report 
to have relevant data (7). The 
Review also assessed countries’ 
current ability to set up baselines 
for measuring the global targets 
of the Sendai Framework. In this 
respect, more guidance will be 
needed in the upcoming years to 
assist those countries that lack 
historical disaster loss records 
and for which retrospectively 
constructing the 2005-2015 
baseline might prove to be 
challenging.

Countries’ assessment of the availability of data to monitor and report on the indicators measuring 
the global targets of the Sendai Framework [7]
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COULD AFRICAN REGIONAL INSTITUTIONS 
FOSTER COOPERATIVE ENERGY POLICIES?

As of mid-May, more than 
half of the African coun-
tries have ratified the Par-

is Agreement [2]. However, in 
the absence of international and 
inter-Africa cooperation, mere 
State-level action could prove in-
operable, as most of the climate 
pledges from African countries 
are conditional on foreign finan-
cial support. Some African inter-
governmental organizations need 
to catch-up soon on integrating 
climate change into their pro-
grams.

While most Regional Economic 
Communities (RECs) among 
African countries already existed, 
it was in 1991 that they were 
recognized and reordered as 
“pillars” of the new continental 
community with the Abuja Treaty 
establishing the African Economic 
Community (AEC) with the aim 
to develop economic integration 
at a regional level. Developed by 
the African Union and the AEC, 
the Treaty 34-years plan [3] was 
set to improve five dimensions 
of African integration through 

Jacopo Bencini
RECs: trade integration, regional 
infrastructure, productive 
integration, free movement 
of people, and financial and 
macroeconomic integration. The 
plan became effective in 1994. 
To date, almost every African 
country is part of one or more 
RECs. It is questioned whether 
some organizations (mainly in the 
Sahel-Northern region) are to be 
considered as still operative, given 
their long stalemate situation. 
Recognized active organizations 
are: COMESA (Common Market 
for Eastern and Southern Africa), 
EAC (Eastern African Community), 
CEEAC-ECCAS (Economic Comm. 
of Central African States), 
ECOWAS (Economic Comm. of 
Western African States), and SADC 
(Southern African Development 
Comm.) [4]. 

Boundaries frequently overlap, as 
many countries are today part of 
more than one organization. This 
leads to different achievements in 
terms of regional integration and 
outreach. 

According to the Africa Regional 
Integration Index, EAC presented 
the best overall integration 
performances, followed by SADC 
and ECOWAS, which both show 
better results than the average 
overall REC scores. CEN-SAD, 
the stalemating Community of 
Sahel-Saharan States, is instead 
ranked as the worst performing 
organization [5].

RECs are likely to develop some 
degree of regional cooperative 
energy and climate action in 
their plans as climate change 
and climate change-related 
events influence both economic 
growth and the regional potential 
for development. A high degree 
of regional cooperation on 
electrification and cross-border 
grid construction has been 
reached in central Africa through 
the launch, in 2003, of the Central 
African Energetic Pool (PEAC) by 
CEEAC-ECCAS [6]. Its two main 
project lines were adopted in 2013 
and consist of the electrification of 
remote areas, the creation of local 
energy markets, the installation 
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of new grids, and  and the 
construction of brand new power 
stations for the production of 
energy, chiefly from hydroelectric, 
photovoltaic, and solar-gas 
energy in the region. ECOWAS 
launched, in 2010, the ECOWAS 
Centre for Renewable Energy 
and Energy Efficiency (ECREEE), 
an international agency currently 
coordinating and implementing 
foreign-funded green energy 
projects in the Western African 
region. The 2012 ECOWAS 
Renewable Energy Policy (EREP) 
stressed the need for global 
access to electricity for the entire 
region by 2030 and the importance 
of developing clean new energy 
for local grids and non-connected 
communities [7]. Inspired by 
results of the ECREEE model, 
the Eastern African Community 
also launched its own renewable 
energy initiative in 2016: the 
EACREEE, funded by UNIDO and 
the Government of Austria [8]. 
Also the SADC, originated from 
the 1975 Frontline States initiative 
and operating in the Southern 
African region, promotes climate 
initiatives and international 
events, with particular attention 
to water scarcity. The organization 
directly addressed climate 
change issues through the 
publication of two policy papers 
on climate change in 2011 and 
2012, respectively [9]. Moreover 
the SADC, together with EAC and 
COMESA, had been part of an 
extensive international project on 
climate change funded by Norway, 

the UK, and the EU known as “the 
Tripartite programme on climate 
change” (2010-2015). Aim of 
the project was to mainstream 
climate-related policies into 
national action programs through 
the action of RECs, by steering 
regional investments towards 
local green development and 
designing mitigation and carbon 
trading solutions [10].

With different approaches and 
results,  RECs stand out as 
promising fellows for African 
countries not only in reaching 
the climate and energy goals 
set in their NDCs , but also in 
developing  economies of scale 
for many sectors, such as rural 
electrification, renewable energy 
deployment, and the development 
of green energy markets through 
regional cooperation. As energy 
and climate change are sideline 
issues within the core mission of 
RECs, their degree of success in 
addressing these challenges is 
inevitably linked to the progress on 
their basic, main goal of economic 
integration.

RECs performance with respect to the five integrated “Dimensions” [5]
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http://unfccc.int/paris_agreement/items/9444.php
http://www.wipo.int/edocs/lexdocs/treaties/en/aec/trt_aec.pdf
http://www.wipo.int/edocs/lexdocs/treaties/en/aec/trt_aec.pdf
http://www.uneca.org/oria/pages/regional-economic-communities
https://www.integrate-africa.org/rankings/regional-economic-communities/
https://www.integrate-africa.org/rankings/regional-economic-communities/
http://www.peac-ac.org/index.php
http://www.ecreee.org/
http://www.eacreee.org/
http://www.sadc.int/themes/meteorology-climate/climate-change-adaptation/
http://www.scanteam.no/images/scanteam/pdfs/reports2016/2016_1627.pdf
http://www.scanteam.no/images/scanteam/pdfs/reports2016/2016_1627.pdf
http://www.ecreee.org/
http://www.ecreee.org/
http://www.ecreee.org/
http://www.ecreee.org/page/ecowas-renewable-energy-policy-erep
http://www.ecreee.org/page/ecowas-renewable-energy-policy-erep
http://www.eacreee.org/
http://www.sadc.int/themes/meteorology-climate/climate-change-adaptation/
http://www.scanteam.no/images/scanteam/pdfs/reports2016/2016_1627.pdf
http://www.scanteam.no/images/scanteam/pdfs/reports2016/2016_1627.pdf


TH
E 

CA
R

B
O

N
 M

AR
K

ET

- 16 -

CARBON MARKETS 
MARCH 2017 - MAY 2017

The European carbon market 
welcomed April’s first days 
in a slightly bullish trend, 

with the December 2017 contract 
reaching up to the month’s high 
of €5.19 on the 7th. However, 
the benchmark contract saw an 
overall volatility with a bearish 
spin that continued until mid-May. 
Overall, auctions resumed in a 
high volume, even though lower 
than March’s figures.  After the 
EU Council decision in February, 
no relevant shakes came from 
European politics. Although 
the trilogue negotiations were 
launched on April 4th, and some 
technical meetings later on, no 
news about the Post-2020 reform 
arose. The beginning of May saw 
the optimistic reaction of markets 
to the outcome of the French 
Presidential election that, thanks 
also to strong auction indicators, 
managed to slowly push the EU 
contract back toward €5 [2].

Beyond political developments, 
some important pieces of 
information about the EU ETS’ 
status were released by the 
European Commission. In April, 

Marinella Davide 
some analyses followed the 
Commission’s disclosure of 2016 
carbon market data, confirming 
that emissions covered by the EU 
ETS decreased for the sixth year. 
In particular, in 2016 companies 
under the ETS (excluding airlines) 
emitted about 1.75 billion tonnes 
of CO2 equivalent (CO2e), 2.7 
percent less than the previous 
year [3]. Figures show capped 
emissions from the energy 
sector (power and heating) falling 
down by 4.4 percent, whereas 
industrial producers decreased 
their emissions by 0.5 percent 
year-on-year. Shrinking coal 
power generation as well as rising 
renewable sources are the main 
factors behind the GHG emission 
decline across Europe. On the 
contrary, the aviation sector saw 
an increase in emission to 61.6 
million tonnes of CO2e, registering 
a growth of 8 percent in 2016. The 
overall level of compliance among 
the firms covered by the trading 
system was high: less than 1% of 
the installations did not surrender 
enough allowances by the deadline 
of 30 April 2017. According to the 

Commission, these are typically 
small installations, accounting for 
about 0.4% of emissions under the 
EU ETS.

In addition, in the light of making 
the Market Stability Reserve (MSR) 
operative in January 2019, the 
number of allowances currently 
in circulation on the Union’s 
carbon market was released for 
the first time now: it amounts to 
about 1.693 billion units [4]. The 
MSR’s role in adjusting the annual 
auction volume will, indeed, 
be linked to the total amount 
of allowances in circulation, of 
which a share of 12 percent will 
be deducted each year from the 
auction volumes to be placed in  
the  reserve. On the basis of the 
indicator published in May, the 
amount of units to be moved in the 
MSR would be around 203 million 
allowances. As part of the debate 
on the revision of the EU ETS, 
the Council and the European 
Parliament are now evaluating the 
possibility of temporarily doubling 
the deduction rate of allowances 
to be placed in the MSR.
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Front-year EUA and CER prices, 2017 (weekly closure) [2]

As for the Kyoto Protocol’s CERs, 
the price on the secondary market 
ranged from the €0.27 at the 
end of March to €0.22 reached 
on May 26th. In April, the Carbon 
Trade eXchange (CTX) launched 
a partnership with the UNFCCC 
to allow for the purchase, sale, 
and voluntary cancellation 
of CERs through an online 
platform, providing the chance to 
offset carbon footprint to either 
organizations or individuals. The 
objective of the partnership is to 
further strengthen the Climate 
Neutral Now, the UN’s initiative 
launched in 2015 to engage 
a global audience in the fight 
against climate change.

According to a recent report 
released by Carbon Market Watch 
on the future of credits emitted 
under the Clean Development 
Mechanism (CDM), there is a 
potentially dangerous overlap 
between the CDM and the Paris 
Agreement (PA), related to both 
the future mechanisms yet to 
be defined and to the integrity of 
Paris’ mitigation objectives [5]. 
In particular, differences in the 
legal framework, structure, and 
nature of commitments between 
the Kyoto Protocol and the Paris 
Agreement could lead to a number 
of challenges in implementing the 

future Sustainable Development 
Mechanism (Article 6.4 of the 
PA). The Brussels-based think 
tank, therefore suggests the use 
of CDM credits should be limited 
to the Kyoto time horizon in 
order not to drive some of their 
problematic elements forward. 
However, working structures and 
procedures of the CDM could be 
rather adapted and reformed to 
build a new mechanism really 
able to foster mitigation and 
sustainable development. 
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