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A Comparative Analysis
(WPS4136, February 2007), at
http://econ.worldbank.org/WBS
ITE/EXTERNAL/EXTDEC/EXR
ESARCH/O.,Content MDK:

212153 28 ~ Page PK:
641654011piPK:641650261the
sitePK: 469382,00,html

CBD Ad HOC Technical
Expert Group on Biodiversity
and Climate Change (2003)
Interlinkages Between
Biological Diversity  and
Climate Change: Advice on
the Integration of Biodiversity
Considerations into the
Implementation of the United

Nations Framework
Convention on Climate
Change and its Kyoto
Protocol, CBD  Technical
Series No.10, Draft Report for
Experts and Government
Review, CBD Secretariat:
Montreal.

Climate Change 2007:
Impacts, Adaptation and

Vulnerability. Contribution of
Working Group Il to the
Fourth Assessment Report of
the Intergovernmental panel
on Climate Change, for a
discussion of the impacts.

Department for International

Development (2002)
"Sustainable Livelihoods
Guidance  Sheets" DFID:
London. Internet:

http://www.livelihoods.org

Environmental Protection
Authority of Ethiopia,
Justification Submitted for the
Ratification of the Kyoto
Protocol.

GTZ, Capacity Development
for the CDM, Lessons
Learned in Ghana, India,
Indonesia, South Africa and
Tunisia.

Martin  Khor, Development
Issues Crucial for Post-2012
Climate Regime (TWN

Briefing Paper 40, September
2007) at www.twnside.org.sg

Matthew Stilwell, An
Economic Sector Approach to
Climate Negotiations, Institute

for Governance and
Sustainable Development
(October 2007)

Oxfam International, Adapting
to Climate Change: What's
Needed in poor countries and
Who should pay (2007), at
http://www.oxfam.org/en/polic
ylbriefingpapers/bp104_Clima
te_Change _0705.

Saphores, J.D. (2003)
"Harvesting a Renewable
Resource Under Uncertainty"
Journal of Economic
Dynamics and Control 28:
509-529.

Stockholm Environment
Institute (2003) "Community-
Scale Adaptation
Assessment: Paper presented
at first AIACC Regional
Workshop and Open Meeting
for Africa and Indian Ocean
Islands, Hartebeesportdam,
Brits, South Africa, 10-13
March 2003.

The Conservation Strategies
of Ethiopia, 2 April 1997.

The Environmental Policy of
Ethiopia, 2 April 1997.

The Kyoto Protocol to the
Convention on Climate
Change, Opened for
Signature on the 16" of March
1998.

The Nature Conservancy
(2001) People Matters: The
Nature Conservancy's use of
Social Science to Understand
and Work within the Human
Context of Conservation, The
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Nature
Arlington.

Conservancy:

The Right to Development in
a Climate Constrained World
(September 2007), at
http://www.ecoequity.org/docs
/The GDRs Framework. pdf.

The United Nations
Framework Convention on
Climate Change, 9 May 1999.

The World Bank (2003) What
International Investors Look

For When Investing in
Developing Countries, Energy
and Mining Sector Board
Discussion paper 6

http://iris37.worldbank.org/do
modoc/PRD/Other/PRDDCont
ainer.nsf/All+Documents/
85256D2400
766CC785256FFC00762921/
$File/Investors paper No6.pdf.

UNFCCC (2006) Regional
Distribution of Clean
Development Mechanism
Project Activities,

http://cdm.unfcc.in/EB/027/eb
27 repanl9.pdf.

UNFCCC Secretariat, Report
on the Analysis of Existing
and Potential Investment and
Financial Flows Relevant to
the Development of an
Effective and  Appropriate
Response to Climate Change
(Dialogue Working Paper 8, 8
August 2007)

8. T6n91¢4 avlB

POTENTIAL FOR INVESTMENT
8.1 Hydropower

The exploited percentage is
estimated as 3.3%. Ethiopia
will continue short of electric
power supply unless new
plants are built. Given the

time to commission a new
plant, the current electricity
generation system could soon
be viewed as wvulnerable.

About 10% of the
economically feasible
potential is deemed to be

suitable for small-scale.

8.2 Solar

The average daily solar
radiation reaching the ground
varies from 5.55 KW/m2 in
February and March to 4.55
KW/m2 in July, with a mean of
5.20 KW/M2. The annual
variation is small, allowing for
a very efficient use of solar
energy facilities. (CSE, Vol. 2)

8.3 Wind

Ethiopia has  exploitable
reserve of 10,000 MW wind
energy with an average speed
of 3.5-5.5m/s, 6 hours/day.
The potential for wind energy
is estimated to be some 4.3
million Tcallyear, of which 5%
is deemed exploitable. 49.8%
of this exploitable potential is
located in two regions.

8.4 Natural gas

Natural gas deposits of over
25 billion cubic meters are
discovered in one region.
Geothermal energy resources
totaling 700 MW are available
in four areas.

8.5 Biomass

The total energy that can be
derived annually from wood,
agricultural residues, animal
waste and human excreta are
estimated to be about
101,656.77 Tcal. Out of which
the share of woody biomass is

about 79%, followed by
animal waste 11 9%t, crop
residue 8 % and human

excreta 2%. The potential of
sink in the forestry sector is
immense. Last year alone,

more than 750 million trees
were planted. In one region, a
total of 210,832 hectares of
land are reforested through
natural regeneration and
enrichment plantations. (CSE,
Vol. 2)

8.6 Bio-fuel/diesel potential
There is considerable
potential, without impacting on

food  security, for the
production of bio-fuel from
energy  crops/trees. The

possible annual production of
energy from these resources
is estimated to be 1, 066 Tcal
. The existing Sugar Factories
are estimated to produce
annually no less than 28
million liters of ethanol from
raw molasses. In the coming
5 vyears the capacity of
producing ethanol will be 5
times more than the current
production.

8.7 Bagasse

Sugar factories have a
potential to utilize sugar cane
refuse, commonly known as
bagasse to generate heat and
power to meet their own
energy requirement. They can
also produce and supply
electricity to interconnected or
isolated grids.

8.8 Municipal waste

Per year not lesser than
180.000 tons of refuse is
produced in Addis Ababa
alone. There is potential to
utilize manure from livestock
to capture and use methane
gas. Studies indicate that
about 28,180 Tcal per year
can be obtained from human
excreta. From the total dung
produced annually about
111,284.42 Tcal of energy
can be derived.
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8.9 Transport

There is a huge potential to
substitute fossil fuels with
compressed natural gas or
with  fuels derived from
biological resources. There is
also potential to introduce
electric busses for mass
transportation. The transport
sector of Ethiopia is eligible to
the CDM of the Kyoto
Protocol if it involves
substituting fossil fuels with
hydroelectricity, bio-fuels or
compressed natural gas for
busses and other vehicles.

PaPC LT AD-TS PhCO7 772 NhTPAE

The measure will also reduce
dependence on imported
fossil fuel and improve the
national balance of payment.
Availing facilies to run
electric busses, creation of a
new gas industry, expansion
of hydropower electricity and
increased production and
processing of bio-fuels will
result in the creation of
employment. Furthermore, it
will address other
environmental problems like
urban air pollution which is an
emerging national concern.

8.10 Organic Agriculture
Crops produced with the use
of compost are proved to be

better in terms of coping
higher  temperature  and
drought. Organic soils hold
more carbon than soils
farmed with  conventional
methods. Conversion of

farmers to organic production
using compost would enable
to store carbon in the soll
which will be equivalent to
taking about many vehicles off
the road in Ethiopia.

XVINo.1

volumes)

New arriva

» Ethiopian Journal of Economics Vol. XIV No. 2, Vol. XV No. 1 & No.2 and Vol.

» Quarterly Macro Economic Reports Vol. 6 No. 2

» Focus on WTO Vol. 10 No. 4

> Quarterly Macro Economic Reports Vol. 6 No. 3

> Proceedings of the Fifth International Conference on the Ethiopian Economy (3
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CLIMATE CHANGE AND CARBON TRADING IN

ETHIOPIA
ATO DESSALEGN MESFIN

1. General

Climate change is inherent in
nature. It has done repeatedly
before, ever since the human
species came into being. The
Earth's climate system is
adaptive. It has the capacity
to respond to external forcing
such as greenhouse gases
and renders them harmless.
This capacity has enabled the
atmosphere to adapt itself to
new phenomena and endure
as long as it has. It does not,
however, have the capacity to
provide immediate response
to the change caused to it by
such emissions. It takes quite
a long time for it to reach the
stage whereby it can adapt to
the wunintended results of
climate change. . The current
climate change we are
experiencing is unique. Even
if emission of greenhouse

gases into the atmosphere

immediately and completely
stoped , the global warming
we are experiencing now will
continue for quite a long time
to come. The reason for this is
that human interference has
the disruptive effect of
speeding up the natural
rhythm of climate change.
Measures to combat impacts
of climate change started only
when its adverse effects
proliferated to reach global
proportion.  Similarly, the
efforts now being made will
only pay-off after long years of
collective effort. The negative
effects of climate change
have now assumed a trans-

generational dimension.

The Earth's atmosphere has
been polluted by the
misguided path of
development adopted by the
developed countries. As a

result of pollutants emitted or

released into the atmosphere
far beyond its capacity, its
composition and adaptive
power has been disrupted.
Because of this, the space for
developing countries to trail
the path taken by the
developed countries to attain
their level of development has
grown only slimmer. We are
not in a position to develop
and advance, as the wealthy
countries have been doing, by
releasing pollutants into the
atmosphere. The reason for
this is that the ecosystem of
the atmosphere, which allows
it to absorb pollutants and
render them harmless, has
been disrupted by the long
accumulation of the polluting
gases released into it ever
the advent of the
This

incapacity of the atmosphere

since
Industrial Revolution.
to absorb pollutants has

resulted in so much

Mr. Dessalegne Mesfin obtained his Masters Degree on Environment for Development in 2007. He also graduated from the Law
Faculty of Addis Ababa University and obtained LLB. Previously, he worked as Head of the Legal and Certification Service of the
then called Ethiopian Authority for Standardization and served as Public Prosecutor on matters dealing with Metrology. Currently, He
is Deputy Director General of the Ethiopian Environmental Protection Authority. He has written and presented numerous studies in
the area of environment and development. Representing the country, he has also participated in the various internationally
established committees as chair person and member.
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congestion that it can no

longer accommodate any

additional emission. It has
thus transpired that to follow
the path the developed
countries took and attempt to
repeat the big historical
mistakes they made and hope
to succeed in the bargain is

simply futile as it is nil.

2. The Concerns of Different
Groups Regarding Climate
Change

The concerns or worries of
the world's petroleum
producing countries are, first
of all, that petroleum emits air
Yet, if

petroleum production was to

polluting-gases.

be prohibited, or alternative
sources of energy to replace
petroleum, were to be
developed for use, it would be
since

to their detriment,

petroleum  constitutes the
foundation of their economy

and survival.

The concern of the developed
countries, on the other hand,

has to do with the possible

prohibition of undertaking
social and economic
development activities that

the emission of
The

reason for their worries along

result in

greenhouse gases.

this line is that, to switch, at

this point, to pollution-free
development systems and
schemes would mean
incurring exorbitant
expenditure. This in turn
would mean that their
production and service

industries would come to a
standstill.

This does not take into
account the count of
greenhouse gases emitted by
the developing countries,
which adds to the current
climate change around the
globe. The fact is that, the
climate change the world is
experiencing at present poses
a bigger threat to those poor

people and their environments

whose survival directly
depends on natural
resources; whose

infrastructure development is
inadequate; and whose social
and human capital is poorly
developed. The ecosystem's
capacity for adaptation is
weakened by variations in the
climate. As a result of

droughts, floods and

increased temperature due to

climate change, water
resources, agriculture, forest

human
energy supply,

human and animal health and

vegetations,
habitations,
other natural and human
made resource essential for
livelihood and progress will all
be damaged. It then stands to
reason for us developing
countries to insist that we
should not be victims of
damages whose making we
are not part of. It is those who
produce and release pollutant
gases into the atmosphere
that must rectify their mistakes
and mend their ways in the
first place. The developing
countries speak out: it should
not be expected of us to halt
our efforts to eradicate
poverty and to develop in the
process in order to absorb the
pollutants emitted into the
atmosphere by others. Those
small islands in the territories
of some of the developing
countries face the danger of
being submerged as a result
of the rise in the water levels
of oceans and

According to the World Bank's

seas.

estimate, a 1-meter rise in the

level of the oceans would
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translate into the exposure of
56 million people to risks of
being flooded, or drowned.
The concern of the people of
the developing countries is
focused on ensuring the
sustainability of their survival.
On the other hand, the
Scandinavian countries and
the Europeans share the

concerns of the developing

countries and the small
islands around the world.
They also have an

unwavering position on the
issue of mitigating or
stabilizing the current climate

change.

The negotiations on climate

change and its effects

included these groups of
countries
3. The United Nations

Framework Convention on
Climate Change
The United Nations
Framework Convention on
Climate was adopted in 1992.
The Convention is put up
together in the nature of a
guiding framework. It is not
that much different from a

policy document. Its contents

PaPC LT AD-TS PhCO7 772 NhTPAE

do not go beyond facilitating
the reduction of the emission
of pollutants in the
atmosphere. According to the
Convention, the protection of
the atmosphere is an issue of

The
healthy

common concern.
disruption of the
balance and interaction of the
atmospheric ecosystem also
is a problem of the same
The

primary responsibility for this

common  concern.
state of affairs goes to those
countries polluting the
atmosphere. Climate change
is a transboundary. It has
negative impacts on all the
countries of the world. It has
now become evident that
increase in the atmospheric
temperature disrupts
conditions related to the rise
of the sea level, the
accumulation of snow and
rainfall patterns. Unless the
emission level of pollutants
into the atmosphere s
reduced to an acceptable

level, water supply will
diminish, while food shortage
will  prevail. The world's
biodiversity resources  will
vulnerable to
The

temperature of the

become

extinction. increase in

atmosphere will result in the
migration of millions of people
from their habitat and, in a
number of cases, in their
demise. It has now become
virtually beyond anyone's
capacity to contain climate
change. Consequently, it has
become

now quite an

imperative for all countries
and peoples to learn to adapt
to the change. In the
developed countries,
however, the institutional,
technological, and financial
capacity to fend off the effects
of the current climate change
has been developed. Only in
the developing countries is
such capacity lacking. Any
such capacity as possible can
be built on the basis of
eradicating poverty through
development schemes based
on the protection of the
natural environment. Such an
effort as aimed at the
eradication of poverty must be
of the kind that takes into
account the current trend in
population growth.

Consequently, in order to
undertake development plans
in the developing countries

that take into account the
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efforts now being made to
adjust the current trend in the
increase of the atmosphere's
2030,
financial resources amounting
to USD 200 to 210 billion
need to be allotted. USD 28 to
67 billion is
building the

temperature by

needed for
capacities of
developing countries to adapt
to the current climate change.
According to the estimate of
OXFAM, in order to be able to
adapt to climate change, the
developing countries
themselves have to earmark
usD 50 The

responsibility of covering such

billion.

expenses, again, goes to the

developed countries.

4. The Negative Impacts of

Climate Change on Ethiopia

It has been articulated in the
Environment Policy of
Ethiopia that, although we are
not responsible for the current
climate change, it is our
national duty to exert moral
pressure on those countries
that produce pollutants to take

the necessary measures to

alleviate atmospheric
pollution.  Droughts  have
repeatedly inflicted damage

on us, as a concomitant

consequence of which our

fellow countrymen and
women numbering in the
thousands have been

subjected to famine and
death. Neither have our rivers
and vegetation resources
been spared the damage
caused by climate change.
Not only has the water volume
of our rivers diminished, our
headwaters themselves have
shown signs of desiccation. |
may not be able to

demonstrate the situation in

financial terms, but | can
generally say that the
negative impact of climate

change on Ethiopia has been

extreme.

4.1 The agricultural sector

Recurrent seasonal
disruption, increase in
temperature and the

protracted duration of the

phenomenon have obvious

negative impacts on the
country's agriculture.
Variations in seasonal
change, particularly  the

irregularity of the rainy

seasons and its effect on the

harvest season, result in

reduced crop production.

Then droughts set in. To
restore the situation to normal
or to minimize the effects of
the damage requires a
considerable stock of wealth.
These costs are covered
using financial resources that

could have been allotted for

education, health, road
infrastructure, water supply
and similar other socio-

economic development

activities. .

4.2 The industrial sector
The

climate

damage caused by

change to water
resources, for example, has
the ripple effect of weakening
the capacity of energy-
generating infrastructure. The
disruption caused by the
weakening of hydroelectric

power generation extends
from causing shortage in day-
to-day consumption to
resulting in  closure  of
institutions. To take but one
example, those industrial sub-

sectors, such as textile

factories and tanneries, which
largely depend on water for
their  functional operation,
employ a huge human power.
that

In the event water

shortage occurs in such
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enterprises, their profit
margins will be disrupted. It is
obvious, in such
that

will follow. This in turn results

circumstances, lay-offs

in the diminution of
employment generation and
the narrowing of the country's

revenue-generation base.

4.3 Proliferation of disease
causing microbes
variation

Climate provides

auspicious  conditions  for
malarial infection. Increase in
temperature  provides the
proper condition for the
disease-

The

breeding of disease causing

proliferation of
causing microbes.
microbes and their longevity is
very much dependent on heat
and humidity. The proliferation
or depletion of epidemics
varies according to the
auspiciousness or otherwise
of the environment in which
they exist. Water pollution that
comes in the aftermath of

floods renders people

vulnerable to  waterborne
diseases. In such
circumstances, the productive
capacities of people with
weak health conditions will be

compromised. And the

expenses incurred in the
treatment of diseases and
sicknesses will affect the
capacity to create assets at
the individual, household and

country levels.

4.4 Rangeland degradation

Pastoralist communities move
from place to place in order to
satisfy the grazing and water-
supply needs of their cattle.
The

movement

rationale  for  such
and change of
location is that the location the
pastoralists have just vacated
will have regenerated itself

and be ready to provide

goods and services. If,
however, the rangeland
expected to regenerate itself
fails to do so, both the people
and their cattle face imminent
danger. The effect of this
damage is not limited to lack
of fodder supply for the cattle.
Rather it could go to the
extent of causing ruination to
the cattle as well as to the
The

cattle will be

communities. market
price  of
disrupted. This disruption in
cattle price could have trans-
regional impact. If wrangling
over limited natural resources

occurs, the result could be

nothing less than a

comprehensive social crisis.

4.5 Vulnerability of humans
to health risks and other
hazards

Floods cause damage to

waterworks, sewerage and
other infrastructural
resources. Hazardous

chemicals as well as other
disease-causing things could,
for example, be washed off
from waste disposal
depositories or sip into flood
waters

thereby posing

potential hazard to human
health. People who have been
displaced due to drought or
the destruction of their homes
by floods stay crowded in the
same shelter until they are
rehabilitated. When humans,
animals, as well as activities,
depend on the same limited
water resource, the source
will be exposed to pollution
and become source for
waterborne diseases. In such
scenarios, before one
instance of exposure has
been taken care of, another
instance of vulnerability could
be created. In circumstances
like these the damage caused
by the

second exposure
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that
caused by the first. If, for

proves worse than

instance, a person whose
residential house has been
destroyed by flood counts on
repairing his house and
hanging out in the flooded
area and all this because of
lack of alternatives or lack of
means and another flood hits
the same area, then, the

person will sustain more
damage than that inflicted by

the first flood.

4.6 Degradation of the state
of natural resources

As a result of flooding and the
prevalence of wind due to
climatic disorder soils become
eroded. The fertility of the
soils  diminishes, thereby
resulting in the weakening of
their beneficial capacity. This
causes more damage in those
parts of our country exposed
The

distribution of

to desertification.
geographical
such areas in Ethiopia is
extensive. The irregularity of
rainfall results in  water
shortage. The biodiversity of
water resources diminishes
both in quantity and quality,
as, for example, the damage

inflicted on fish resource as a

result of the depletion of water
resources. This means that a
good majority of  the
population will be deprived of
a cheap, protein-rich food
source which the people
themselves fish or procure for
less.

Climate change causes more
lands that are

Water

damage to
more vulnerable.
shortage can occur on
wetlands as a result of
irregularity of rainfall seasons,

or due to increase in

temperature, which causes
loss of moisture through
evaporation. The damage

caused to wetlands through

evaporation means loss of

grass for thatching huts,
cattle,
birds,

area's

fodder for breeding

ground for including,
also, the tourist

attraction value.

The sustenance of vegetation

cover is directly linked to
climate change. Just as much
as climate change causes
damage to the country's

biodiversity, so also does the

loss of biodiversity cause
disruption in climate. Any
hazard befalling the

environment results in the

degradation of the fauna-flora
habitat. It is also the case
that, because of flooding and
increase in temperature, both
humans and animals will
migrate to other locations.

Even if some of them
somehow manage to hang on
in the affected location, they
can only do so at the expense

their numbers. On the other

hand, it is doubtful those
people and animals who
happen to inhabit

mountainous areas could find
suitable locations to which

they can migrate.

5. Clean Development
Mechanism
The United Nations

Framework Convention on
Climate Change has resolved
that, by the year 2000, the
developed countries should
reduce the amount of
emission into the atmosphere
by a collective average of 5%
below their 1990 levels. But
this resolution could not bring
the expected result.
Consequently, the Kyoto
Protocol, which was adopted
in 2005,

obligatory mechanisms for the

came up with
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reduction of emission of
pollutants into the
The

provides  for the

atmosphere. Protocol
also

responsibility, in this regard,

the  developed countries
should take. The same
Protocol encourages

developing countries to follow

a pollutant-free (clean)
development path.
Accordingly, the Protocol

resolved that the developed
countries should reduce their
emission by a collective
average of 5% from their 1990
baseline over 2008-12. To this
effect, the Protocol has
proposed three mechanisms;
namely, Trade in Emission;
Joint (JI) Implementation; and
Clean Development
(CDM).

mechanisms will help polluting

Mechanism These

companies to reduce their

emissions cost effectively.
Joint  implementation and
clean development
mechanism require project
preparation for their
implementation. The
geographic areas
circumscribed for joint

implementation are Eastern
Europe and Russia. Clean

development mechanism is to

be applied in developing
countries.
5.1 Overall institutional
setup of clean development
mechanism
The prerequisite for the

implementation of the clean
development mechanism
projects have been detailed in
the Marrakesh Accord
adopted at the seventh
conference of the signatories
of the  United

Framework Convention on

Nations

Climate Change. A neutral
body that

appropriateness of the

ensures the

projects has been designated.
This

Designated

body is known as
Operational
Entity. This body will deliver
the project that has met the
requirements of the
Convention to the Executive
Board established by the
signatories of the Convention.
The Board

decision on the

then gives its
ideas
articulated in the project. The
clean development
mechanism is guided by
market regulations, since it
does not constitute part of
human aid. It involves

competition based on

competence. There are,

therefore, different types of

risks involved in the
preparation and
implementation  of  clean
development mechanism

projects. Projects could be
rejected much the same way
they can be approved. For
example, the competent body
at the national level may not
commit itself to guaranteeing
that there is no objection to
the project's implementation.
And the Executive Board, for
its part, may not approve the
project for lack of the required
information. The project could
indeed be rejected at the
The

carbon credit allowed during

assessment  phase.
the previous phase could be
lowered during the follow-up
and assessment phase.

5.2 Overall profile of the
preparation of projects for
the clean development
scheme

Let us assume that a given
company in a developed

country, or that country's
government would get into an
agreement with government
or from private investors, or
from

legally recognized
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communities of a given
developing country to buy a
project on Clean Development
Mechanism. If this project
were lacking and the usual
way of doing business were to
continue, the level of emission

will rise sharply. The company

from the said developed
country, or that country's
government, will buy that

count of emission. The level
of atmospheric pollution that
is thus prevented from getting
into the atmosphere or that is
sequestrated from the
atmosphere will be credited to
the buyer as having reduced
the level of pollution. Let us
say, for example, that an
American company would like
to meet the level of emission
that America is required to
reduce at any given period of
time. But this company could
not reduce the level of
emission by enhancing the
technology of the company he
owns, or by improving his
ways of doing things in his

own country.

As for Ethiopia, although there
is an idea in building a factory
that utilizes bio-fuel for its

development  project, this

could not be done due to
shortage of funds.
Consequently, factories in
Ethiopia have been forced to
use coal, which pollutes the
atmosphere. If the foreign
company were to operate in
Ethiopia, an Ethiopian factory
that would otherwise have to
depend on coal would be able
to use a clean energy source.
Once this happens, the
emission generated in
Ethiopia, thereby
exacerbating atmospheric
pollution, would be removed.
The

removed from the atmosphere

count of  pollution
would be estimated and sold
to the American company.
The money so secured would
be used to implement the

proposed project within
Ethiopia. This contribution of
America would be credited to
the reduction or removal
count of emission in its

environment.

5.3 Preparation of project
design documents

A project design document
must be prepared by the
seller. Environmental impact
assessment must be

conducted on the project in

accordance with the laws of
the selling country. One of the
that
must demonstrate is what the

issues the document

level of pollutants in the
environment would have been
if the project wasn't_developed
and the usual way of doing
things continued instead. In
this manner, the count of
emission due to pollutants
would be estimated and be
The

description of the conditions

sold on the market.
before the implementation of
the project and the follow-up
and assessment of the
shall be

conducted in accordance with

approved project

the procedures approved by
the Executive Board. Even
then, the owner of the project
can prepare its  own
procedures. Such procedures,
however, will require the prior
assessment and approval of

the Executive Board.

5.4 Letter of acceptance
by participant countries

Competent bodies of
participant countries should
verify that

projects

participation in
under the clean
scheme is

The

development

strictly  voluntary.
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government of the selling

country, however, must
provide a written verification
to the effect that the project
will enhance the country's
sustainable development plan
and the efforts it makes in that
regard. The project shall be
uploaded onto the
Convention's  website  for
purposes of gathering
suggestions and comments.
The competent body shall
then compare the contents of
the project document with the
suggestions and comments
made by the public on the
contents of the project
document. If the project gains
shall be
registered with the Executive
Board. A

approval shall then be given

acceptance it

certificate  of

to the project's owner. The
count of emission of pollutants
reduced by the owner of the

project shall be made public.

6. Clean Development
Mechanism Investment in
Ethiopia

There are in  Ethiopia

factories, service-providing
firms, agricultural

developments, robust forests,

forest
that

conservation, lands deprived

degraded lands,

reserves need
of their vegetation cover, all of
which can benefit from the
clean development
mechanism. It is also
possible to produce bio-fuel
energy to meet the energy
needs of the country, which
can in turn save us the huge
expenditure in foreign
exchange needed to buy the
traditional fuel that we
currently use. It is also
possible to generate and
distribute electric power from
Because

municipal waste.

chemical fertilizers are
petrochemical residues, their
cost rises periodically just like
that for petroleum.  Using
natural fertilizers in place of
chemical fertilizers not only
helps reduce atmospheric
pollution but it also reduces
the expenditures of our
country's farmers. If through
the use of clean development
mechanism  this  outcome
could be supplied to the
carbon market, it would be an

additional source of income

generation for our country.
We have clean energy
resources, including

geothermal, small-scale hydro

electricc solar and wind
energy resources that can be
tapped to meet our energy
needs. So far, however, we
have not been able to develop
these resources and increase
the  distribution of our
country's energy sources for
the simple reason that we do
not have the necessary

assets.

On the other hand, however,
the clean development
mechanism, which is aimed at
reducing the release of
pollutants into the atmosphere
and is now under
implementation, can serve us

a source of income for the

development of these
resources of ours. Clean
development mechanism

based trade is flourishing at

present. There are now
registered projects that are
able to reduce the release into
the atmosphere of pollutants
to the tune of two billion tones
of atmosphere polluting gases
by 2012. A total of USD 11
billion has been earmarked for
the implementation of projects
under the clean development

mechanism. The projects so
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far developed are now in
place in China, Brazil, Korea
and Mexico. These countries
have appropriated about 84%
of the projects to be sold upto
2012. So far, of the projects
to be sold around the world,
79% has gone to China, India,
Brazil, Korea and Mexico.
Although we have the
resources that could be sold
on the market, as proposed
by the Kyoto Protocol, our
participation and benefit from
it is almost nothing. So far, but
particularly in the last two
years, some activities are
underway, which, needless to
say, must be strengthened.
Consequently, there are
certain questions that must be
posed in order to identify and
remove constraints that have
hampered the development of
the carbon trading in our
country:

e How is it possible
generate detailed data
from the lowest
administrative level up that
can be wused for the
development of carbon
trading and help to
demonstrate our capacity

on a national scale, which,

at the same time, can
attract  investment  in
carbon trading, and make
this  known to the

participants in the trade?

What can we do to
develop a carbon trading
scheme that can enable
us increase the
distribution of clean
energy resources and, at
the same time, help us in
going beyond self
sufficiency in food to
accumulate the necessary
capital and secure the
technology for undertaking
sustainable development

activities?

We need to build our
national capacity at all
levels to be able to cover
the expenses for projects
that would enable us to
generate new and
additional income so that it
would be possible to
finance projects relevant
to cope with the negative
impacts of and adaptation
to climate change through

carbon trading.

Below are some suggestions
that will serve as starting
points for discussions on the

issues raised above.

6.1 Regarding laws for the
expansion of clean
development mechanism

Our existing investment laws
are general in nature, for
which reason we need
additional laws to attract
investment in the area of
implementing the clean
development mechanism.
Such laws should be stable
and practicable, because the
carbon credit may have a
duration of not lesser than 10
years. Ten years being a long
time, laws can change. Such
laws are not suitable for
investments of long duration
that need a solid legal base.
And one cannot speak of
investment security in the

absence of laws.

6.2 Regarding the scope of

carbon trading

Some constraints can be
easily rectified. For instance,
one can prepare procedures
for assessing and approving

clean development
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mechanisms in a way that
others can easily understand.
But it is important to take time
and deliberate on the issues
of which sector of release or
emission should a foreign
investor be allowed to
participate in, and to what
extent, because such an issue
could allow for, or require, the
amendment or revocation of
an already adopted law. For
example, if a private investor
generates hydroelectric power
and distributes that power
through existing grids, the
supply of electric power will
But then, if this

development sector falls into

improve.

private hands, whatever
subsidy was there ceases.
This then causes the cost of
electricity to rise. It would then
be unlikely for the people to
be able to bear the rising cost
of electricity, which then
means that the majority of the
population would be forced to
resort to dung and wood to
meet their energy needs.

Some countries restrict the
participation in such projects
of foreign investors. India, for
does not

instance, permit

foreign investors to participate

in plantations. Other countries
do not allow foreign investors
to import their own
that

those countries have their

technologies, provided

own technology for the
implementation of the carbon
project. These experiences
cannot be judged good or bad
in to. Everything varies
according to each country's
internal conditions. So then,
what can we get from such
experiences that is worthy of

emulation?

6.3 Regarding shortage of
funds for investment
expenditure

Most of the carbon credit is
purchased by companies that
release pollutants into the
atmosphere. Twenty-two
companies with work permits
in the developed countries
have earmarked USD 160
billion to purchase carbon
credits from the developing
countries. This money, which
runs in the billions, is
specifically allotted, not to
cover the expenses for
delivering carbon projects to
the market, but to buy carbon
credits only. Yet each stage
clean

through which

development mechanism
projects pass has its own
cost. And each project's cost
from USD

28,000 for small scale forestry

varies, ranging
projects to 1.2 billion for big

mitigation projects.

The cost for the preparation
of the project and for bringing
the project to the selling stage
must be covered before
everything else. On the other
hand, the carbon credit, or the
money from the sale of the

project, is disbursed at the

end. Under such
circumstances, local banks
and insurance companies,

either in their own rights or in
partnership with international
financial institutions, can
provide insurance coverage to
projects. They can also
provide loans for investment
purposes, from which they
benefit a lot since the scope
of their business expands. But
the question remains as to
what we can do make them
like the venture and
implement what they have
liked.

6.4 Generating and

disseminating a
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comprehensive investment
capacity data/information

In order to attract investment,
it is necessary to identify
competitive  projects and
inform the developer in
guestion. For instance, a
project owner who is able to
set up a project for wind-
generated electric  power,
install the grid needed for
distribution and sells electric
power to those in need will get
a sizeable income both from
the sale of the electric power
and the carbon credit due to
him/her. On the other hand,
the owner of a project aimed
at transforming an existing
pollutant-releasing factory to
an environmentally
acceptable operation brings in
a lesser income, because the
source of his/her income is
based only on the carbon
credit due to him/her. It is
necessary for our country to
documented

have well

data/information,  supported
by statistics and appropriate
illustrations, to demonstrate
the existence of opportunities
for investment in carbon
trading, including the kinds of
project enumerated above.

What role could civil society

organizations and the private
sector play in the ongoing
effort to gather and document
such data/information?

6.5 Regarding economic
incentive measures

In order to successfully
implement the clean
development mechanism, one
of the options that must be
considered is to offer a duty-
free  incentive for the
importation into the country of
the appropriate technology.
Imposing duties on carbon
credit trading may, as the
case may be, attract or repel
investment in the sector. For
instance, the issue of whether
the value of carbon credit
should be determined by law
or be left to the operation of
market forces is controversial
and, therefore, in need of
consideration from all angles.
Subsidies provided to the
development of traditional
energy resources will
undermine the development
and distribution clean energy
resources. On the other
hand,

instance,

in South Africa, for
some  municipal

administrations own energy

resources, from the

distribution of which they
generate their own income.
They have monopolized the
sector. They do not allow
electric power generated by
any other body into their
distribution grids. There could
also be gas station owners
who do not want to see bio-
fuel distributed through such
stations. The question at this
point is: How is it possible to
create favorable conditions for
investment in carbon trading,
including conducting
exploration into and improving
the monopolistic hold on the
energy distributing

infrastructure?

6.6 Expanding awareness
In some countries, the
process of reviewing and
approving clean development
mechanism projects is slow.
Neither is the participation of
the various stakeholders
satisfactory. The fact that the
awareness level of
stakeholders regarding the
contributions of clean
development mechanism
projects is low is one of the
reasons given for this state of

affairs. Consequently, it is
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necessary to take two distinct
but complementary
awareness and skills
enhancing measures. The first
measure consists in creating
awareness about the
profitability of the clean-
development-mechanism-

investment sector. The
second measure is enabling

each stakeholder to have a

measure of awareness
commensurate  with  their
share of interests. The

guestion now is: What should
the role of each stakeholder
be in the preparation of
awareness raising and skills
development manual that
could easily be understood by
anybody, as well as in terms
of providing the necessary
training and education in the

area?

6.7 Regarding the
production of experts in
carbon trading

Our capacity to develop a
clean development
mechanism project has to
grow yet. Consequently, we
have to produce people and
create organizations with the
capability to provide

consultancy services and

develop projects as well as
people that can carry out
independent monitoring
activities and certification
processes for projects. When
this has been achieved, the

expenditure needed for the

task of developing and
implementing clean
development mechanism

projects will be minimized. If,
on the other hand, we depend
on experts from outside every
time we have to prepare and
implement a project the
expenditure will be high by
that

much. To the same

extent of the expenditure, our

efforts to attract potential
foreign investment will be
undermined.
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8. Additional Data
Potential for Investment

8.1 Hydropower

The exploited percentage is
estimated at 3.3%. Ethiopia
will continue run short of
electric power supply unless
new plants are built. Given the
time to commission a new
plant, the current electricity
generation system could soon
be viewed as vulnerable.
About 10% of the
economically feasible
potential is deemed to for

small-scale use.

8.2 Solar

The
radiation reaching the ground

average daily solar
varies from 5.55 KW/m? in
February and March to
4.55KW/m? in July, with a
mean of 5.20 KW/m®. The
annual variation is small,
allowing for a very efficient
use of solar energy facilities

(CSE, Vol. 2).

8.3 Wind

Ethiopia  has
reserve of 10,000 MW wind
energy with an average speed
of 3.5-5.5m/s, 6 hours/day.

The potential for wind energy

exploitable

is estimated to be some 4.3
million Tcallyear, of which 5%
is deemed exploitable. 49.8%
of this exploitable potential is
located in two regions.

8.4 Natural gas

Natural gas deposits of over
25 billion cubic meters have
been discovered in one

region. Geothermal energy
resources totaling 700 MW

are available in four areas.

8.5 Biomass

The total energy that can be
derived annually from wood,
agricultural residues, animal
waste and human excreta are

estimated to be about
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101,656.77 Tcal, out of which
the share of woody biomass is

about 79%, followed by
animal waste 11% t, crop
residue 8% and human

excreta 2%. The potential of
sink in the forestry sector is
immense. Last year alone,
more than 750 million trees
were planted. In one region, a
total of 210,832 hectares of
land have been reforested
through natural regeneration
and enrichment

(CSE, Vol. 2).

plantation

8.6 Bio-fuel/diesel potential
There is considerable
potential, without
food

production of bio-fuel

impacting
security, for the
from
The

possible annual production of

energy  cropsl/trees.
energy from these resources
is estimated to be 1,066 Tcal.
The existing sugar factories
are estimated to produce no
less than 28 million liters of
ethanol from raw molasses
annually. In the coming 5
years the capacity of
producing ethanol will be 5
time more than the current

production.

8.7 Bagasse

Sugar factories have the
potential to utilize sugar cane
refuse, commonly known as
bagasse, to generate heat
and power to meet their own
They

can also produce and supply

energy requirements.
electricity to interconnected or
isolated grids.

8.8. Municipal waste

No less than 180,000 tons of
refuse is produced annually in
Addis Ababa alone. There is a
potential to utilize manure
from livestock to capture and
use methane gas. Studies
indicate that about 28,180
Tcal per year can be obtained
from human excreta. About
111,284.42 Tcal

can be derived from the total

of energy

dung produced annually.

8.9 Transport

There is a huge potential to
replace fossil fuels with
compressed natural gas or
with from
There

also is a potential to introduce

fuels derived

biological resources.

electric busses for mass

transportation. Ethiopia's
transport sector is eligible to
the CDM of the
Protocol if it involves replacing

with

Kyoto
fossil fuels

hydroelectricity, bio-fuels or

compressed natural gas for
buses and other vehicles. The
reduce

measure will also

dependence on imported
fossil fuel and improve the
national balance of payment.
Availing facilites to run
electric busses, creation of a
new gas industry, expansion
of hydropower electricity and
increase  production  and
processing of bio-fuels will
result in the creation of
employment. Furthermore, it
will address other
environmental problems, such
as urban air pollution, which
has become an emerging

national concern.

8.10 Organic agriculture

Crops produced through the
use of compost have been
proved to be better in terms of
coping higher temperature
and drought. Organic soils
hold more carbon than soils
with

farmed conventional

methods. Conversion  of
farmers to utilizing organic
production using compost
would enable the storing of
carbon in the soil, which will
be equivalent to taking many
vehicles off the road in

Ethiopia.
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Ethiopian Economic Association

P.O.Box 34282 Tel. 251-11-4162121 Addis Ababa, Ethiopia
Fax: 251-11-4160967 E-mail: eea@ethionet.et  Website: http:// www.eeaecon.org

The Ethiopian Economic Association has the objectives of:

Contributing to the economic advancement of Ethiopia,

Promoting the professional interests of its members,

Promoting economic research and assist in the dissemination of the findings of
such research in Ethiopia,

Providing fora for the discussion of economic issues and

Promoting professional contacts between Ethiopian and Foreign Economists.

YV VVYVY

The association requests its members to fill the following form and send it to the Secretariat through
P.O.Box 34282 or contact persons in their institutions.

ETHIOPIAN ECONOMIC ASSOCIATION
MEMBERSHIP REGISTRATION FORM

First Name: Second Name: Grand Father’s Name:

Institutional Affiliation: Department:

Current Position: Area of Specialization:

Highest Educational Qualification: Year of Graduation:

Fields of Interest:

Current Address: Office-Telephone: P.O.Box: City/Town:
Private-Telephone: P.O.Box: City/Town:
Telex: Fax: E-mail:

Experience in different positions

Institution Period/Years Type of Work

1.

2.

3.

4.

5.

Membership Status: CIFull Member  [JAssociate Member  OInstitutional Member
Signature: Date:
Membership

Full membership is open to all Ethiopians and non-Ethiopians who have a minimum of a first degree in Economics
and who subscribe to the objectives of the Association. (Registration fee Birr 50.00 and Annual fee Birr 60.00)
Associate Membership is open to all Ethiopians and non- Ethiopians who have a minimum of a first degree and
subscribe to the objectives of the Association. (Registration fee Birr 25.00 and Annual fee Birr 30.00)

Institutional Membership is open to all Ethiopian and other institutions within and outside the country that subscribe
to the objectives of the Association. (Registration fee Birr 500.00 and Annual fee Birr 700.00)

Honorary Membership is bestowed by the Association on individuals who have made a distinguished contribution to
promote the objectives of the Association. (Upon Recommendation)

N.B. This form is available at our web site www.eeaecon.org
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