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Context Setting
• MENA is one of the most climate vulnerable regions in the 

world

• MENA’s per capita emissions are one of the largest in the 

world

• MENA region is committed to climate action; increased focus 

and bold action is needed

• Total climate finance flows to MENA region continue to be 

highly insufficient

• Huge opportunities exist in the MENA to attract needed 

finance

• MENA requires to explore all possible financing opportunities 

to support climate action

• Carbon markets under the Paris Agreement and domestic 

carbon pricing offers unique opportunity to raise additional 

revenues for climate action
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What is a carbon price?

Source: State and Trends of Carbon Pricing 2021, World Bank
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Positive

Negative

Direct

Indirect

Result of government action to impose based on 
carbon emissions

Examples: Carbon taxes & ETS, crediting mechanisms, shadow carbon price and 
internal carbon fees

Policies and measures 
which make carbon 
intensive actions 
more expensive or 
encourages 
switching to low 
carbon activities

Policy or regulation that has equivalent 
monetary value on carbon emissions though 

there is no direct link to emitting carbon

Policies and measures 
which make carbon 
intensive activities 
cheaper

Example: Government-
mandated fuel subsidy

• Price on GHG emissions (e.g., from 

combusting fossil fuels) to capture external 

costs 

• Incentivizes changes in investment, 

production, and consumption patterns

• Businesses aim to reduce carbon costs

• Consumers shift toward lower-emissions 

products due to their relative cost 

advantage.

• Carbon pricing should be included as part of 

broader policy suite.

• Other policy instruments and investments 

required to address other barriers and 

market failures (e.g., public transport 

infrastructure)
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Why carbon price?
• Carbon pricing mechanisms are widely considered among

the most cost-effective methods for reducing GHG

emissions.

• Direct co-benefits from carbon pricing include reducing air

pollution, transport externalities, marginal costs of public

funds, informality and many others.

• Carbon pricing can help raise fiscal revenues and are less

distortionary than other taxes. The allocation of revenues

from carbon pricing can generate additional development

benefits.

• Carbon pricing provides a financial incentive to invest in

“green” technologies and continuous improvement,

driving innovation and avoiding stranded assets.
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Types of Carbon Pricing 
Instruments

CARBON TAX CAP-AND-TRADE CREDITING MECHANISM

PROS

• Administratively simple, can 
rely on existing tax 
infrastructure

• Stable price signal
• Relatively efficient revenue 

source that enables 
policymakers to reduce more 
distortive taxes

• Provide more temporal price 
flexibility for regulated entities

• Certainty on emission levels

• Incentivize mitigation in 
sectors or regions not covered 
by carbon tax or cap-and-
trade

• Could become critical to meet 
net-zero targets

CONS

• Limited flexibility for firms to 
manage compliance costs in 
the short-term

• Less certainty of emission 
levels

• Administratively complex
• Less certainty of price levels 

as carbon price is determined 
by the market

• Ineffective in the absence of a 
source of demand (e.g., from 
tax or cap-and-trade)

• Administratively complex

CARBON TAX
Puts an explicit price on each ton of GHG 

emitted

CAP-AND-TRADE
Sets a cap on the total amount of allowed 
GHG emissions. Covered entities can buy 

or sell allowances. 

CREDITING MECHANISM
Tradeable emission reduction / removal 

units are issued. 
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As of 2021, many jurisdictions have carbon pricing 
in place, with a number still in planning and 
consideration stage 

Source: State and Trends of Carbon Pricing 2021, World Bank
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Surging prices combined with a modest rise in 
volume led to record high turnover of EUR 760 
billion in 2021, a 164% increase from 2020

Source: Refinitiv

Total Value of Carbon Markets by Segment
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Countries already price carbon, but differently and 
should aim for one unified price signal

Total Value of Carbon Markets by Segment• Many countries already price carbon – some ‘directly’ and several ‘indirectly’
• Most countries have fuel taxes; many countries have commodity taxes; Many have fuel subsidies
• Many have negative carbon price through reduced VAT rates
• In most countries, there are negative carbon prices from the tariff system

First best approach to aim for one unified price signal, but that is not happening anywhere yet.

• Essential to at least coordinate these instruments. Often not happening. Only creates image of climate 
action. At least coordinate with fuel and commodity taxes, which are the main form of carbon pricing in 
most cases.

• Some sectors need a deeper carbon price for triggering change or are politically challenging.
• Traditional approach to combine carbon prices with exemptions, but very inefficient.
• Better to add a layer of carbon pricing with feebate systems
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Choice of instrument depends on the policy 
objectives and national circumstances. Experience 
so far informs that…

Total Value of Carbon Markets by SegmentCarbon tax
Smaller, low-capacity economies and in jurisdictions with well-established and 
transparent tax frameworks. 

ETS
Larger, more established and liberalized economies/sectors, political barriers to tax 
reform and/or economies looking for international linking opportunities.

Crediting mechanism
For activities where other tax/ETS face challenges and/or where jurisdictions want to 
build capacity and unlock options for investments/finance from international carbon 
markets.
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International
Carbon Markets
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Carbon markets bring tremendous 
potential in mobilizing resources for 
climate action

58%
global GHG emissions 

covered by NDCs that plan 
to use carbon markets

POTENTIAL BENEFITS OF CARBON MARKETS

Save Paris Agreement Parties
over US$300 billion per

year by 2030 in NDC implementation costs

Increase emissions removed globally by 
5 GtCO2/year

Crowd in private sector investment. Every $1 
invested in emission reductions under CDM led 

to $4.60 in the underlying low carbon 
investment i.e, 4.6x multiplier

Source: IETA (2021), IETA – CPLC (2020), State and Trends of Carbon Pricing (2019)
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Compliance and Voluntary 
markets
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Crediting mechanism
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Emission 
reductions eligible 
for crediting

Carbon 
credits

Carbon credits 
can be sold as 
offsets or to 
determine 
results-based 
climate finance 
payments. 

Crediting 
mechanism

Implementation of emission reduction 
project

Issuance of carbon credits

Business as usual (BAU)
Coal plant generating 
electricity; CO2 emissions 
from coal-based generation. 

Emission reduction project
Coal-based generation 
replaced with solar PV-based 
electricity

Carbon credits generation
Creation of carbon credits to 
the solar PV project equal to 
the emissions reduced in 
metric tons of CO2
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Carbon Project Cycle



01
6

Carbon credits require certification from 
crediting mechanisms; once issued, credits 
can be used in compliance and/or VCM 

Se
lle

r

Buyer
Compliance

Voluntary

Type of demandMechanism / 
Standard

Obligation to reduce 
emissions originating from 
either national/regional or 
international agreements 

Voluntary initiative to 
reduce emissions 

originating from various 
reasons such as CSR, self 

declared emission 
reduction targets or as 

part of pre-emptive 
measure for upcoming 

regulation….

International 
crediting 

mechanism

Independent 
crediting 

mechanism

Carbon credit 
issuance

Carbon offset

Government 
regulation

Self 
regulation

The different standards that exist in the carbon markets...
Herein listed are the most commonly referred compliance and 

voluntary carbon standards

Use

Use

Global Carbon 
Council
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Guided by the Paris Agreement, all countries 
can now participate in carbon markets as 
buyers & sellers of carbon credits...

Bilateral or plurilateral agreement for 6.2; 
rules determined by the CMA for 6.4

CDM and JI had different regulators, but 
overall management by CMP

Annex I countries were buyers
No mitigation obligation for developing countries

Reduce cost and raise additional capital towards mitigation activities

Every country could be a buyer, a seller, or 
both

Every country has a mitigation obligation (NDC)
Participants

Compliance

Role of markets

Kyoto Protocol Paris Agreement

Evolved on an ad-hoc basis
More deliberate effort due to increased 

awareness, experience with CDM
Experience/market 

development

Previously Today
Guiding Principle
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Guided by the Paris Agreement, all countries 
can now participate in carbon markets as 
buyers & sellers of carbon credits...

Under the authority and supervision of the 
CMAUnder bi- or plurilateral governance

Introduces “mitigation outcomes” (MOs) 
which can be produced from any 
mechanism/procedure/protocol 

recognized/approved as eligible by 
Parties to the cooperative approach 

Using cooperative approaches to enhance ambition under NDCs

Generates “A6.4ERs” with a view to 
“contributing to the mitigation of GHG 

and supporting sustainable development”
• Overall Mitigation in Global Emissions 

(OMGE)
• Share of Proceeds (SoP) for Adaptation 

Fund

Characteristics

Governance

Objectives

Article 6.2 Article 6.4

• Articles 6.2 and 6.4 are two different mechanisms that enable generation of carbon credits.

• At COP26 in Glasgow, the rules on Art. 6 were finalized, but detailed modalities, procedures, and guidance still need to be

provided for its operationalization.
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Carbon credits can be traded 
under 5 main tracks

Transfer for NDC 
compliance

“International Mitigation 
Purposes” (e.g., CORSIA)

Contribution to
host country’s NDC 

or finance contribution

Host country’s
carbon market

International 
transfer

with 
Corresponding 

adjustment

In the host 
country’s 

NDC 
without

Corresponding 
adjustment

Compliance
by host country for Article 6 & 

other specified uses

Voluntary 
by host country for Article 6 

determined purpose

Emission 
Reductions

generated through Article 6.2, 
Article 6.4 or eligible 

(independent) standards

Source: WB Climate Warehouse

Compliance 
corresponding 

adjustment for NDC

Compliance
corresponding              

adjustment for IMP 

Voluntary 
for intl transfer 

for intl private buyers

Voluntary
for intl transfer

for domestic buyers 

1

2

4For contribution claims

For “Other Purposes” 
Compliance

corresponding              
adjustment for OP 

3

5
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Guided by the Paris Agreement, all countries can 
now participate in carbon markets as buyers & 
sellers of carbon credits

Switzerland

Between 2021 to 2030, Switzerland intends to offset 10% of its GHG emissions abroad (54 MtCO2e). Switzerland recently 
entered into a cooperation agreement with Peru on the transfer of mitigation outcomes under Article 6

Intends to use international credits to offset 4.5% of its GHG emissions or about 16.2 MtCO2e

Aims to achieve accumulated GHG reductions of 50-100 MtCO2e through the JCM 

May use international offsetting credits if it missed its Paris Agreement target

Committed to reach net zero emissions by 2045. It set up virtual pilots under Article 6 with Chile and is exploring 
cooperation with other countries 

Pledged to climate neutrality by 2030. Although no any policy and strategy in place yet, Norway could potentially use 
international offset to meet its climate target 

Announced to utilize the international carbon market as one of climate actions to meet its goal

South Korea

Japan

Canada

Sweden

Norway

Singapore
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Demand in VCM is driven by companies globally 
committing to climate actions (e.g., carbon 
neutrality/net zero)

Companies purchasing 
carbon credits today to 

support their commitments

Latest net-zero commitments from 
companies

>25% of all Fortune 500 companies 
made carbon neutral 

commitments*

Carbon Neutral: carbon reductions delivered to some level and remaining carbon emissions 
are being offset somewhere else making the overall net emissions zero.
Carbon Net Zero: carbon reductions delivered to a 1.5oC pathway level (50% reduction by 
2030 and 70% reduction by 2050) and remaining carbon emissions are being offset 
somewhere else making the overall net emissions zero. 
Carbon negative: requires a company to go beyond achieving “Carbon Net Zero” and to 
remove more carbon from the atmosphere than it emits.

Carbon neutral
in 2020

Carbon negative by 
2030

Carbon neutral
in 2020

Net-zero by 2040

Carbon neutral by 2030 
including supply chain

Carbon neutral by 2030 
by investing to offset 
30m tCO2e

All brands net-
zero by 2039. 
Total footprint 
90m tCO2e

Net  zero by 2050. 
Total footprint 
120m tCO2e

Carbon neutral by 
2050. 
Total footprint 50m 
tCO2e

Net zero by 2050. 
Total footprint 
100m tCO2e
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The Clean Development Mechanism 
established a US$33 billion market
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Voluntary carbon markets are estimated to 
have exceeded US$1 billion in traded value in 
2021
• As of August 2021, the value of VCM had already reached US$748 million. About 239 million tCO2e was traded at an

average price of US$3.13.

• The S&P Platts assessment for CORSIA eligible credits closed 2021 at $8/tCO2e. For nature-based credits, the S&P CNC

assessment reached an all-time high of US$14.55/mtCO2e on December 3, 2021.
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Within VCM, growth has been recorded in 
terms of volume and values; market 
expected to continue growing

Source: Ecosystem Marketplace 2020; Trove Research, UCL; Liebreich Associates, Mckinsey
Sustainability. 

This trajectory is expected to continue moving forward
Global Voluntary Offset Transaction Volumes (MtCO2)

Market-Wide Voluntary Offset Transaction Values 
(US$M)

VCM has been growing in terms of volumes  & values

2017 2018 2019 2020 2021 through Aug 31

98 104
46

188 239

2017 2018 2019 2020 2021 through Aug 31

296 320
146

In 2021, 
transaction 

volumes 
reached USD1 
billion for the 

first time

473
748
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Markets are expected to grow rapidly in 
the coming years

Source: Taskforce on Scaling Voluntary Carbon Markets, 2020; UMD/IETA

Financial Flows (Staggered Net-Zero with 
Cooperative Implementation)
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Summary of key macro trends in 
the global carbon markets 

Global emissions are rising, 
and  carbon markets are not 

growing fast enough.

World Bank – though scale-up 
of climate financing – can 
accelerate climate action

World Bank Group carbon 
funds can catalyze a further 

growth in the supply-
constrained carbon markets

� Growth of voluntary markets far supersedes 
compliance markets; they have funneled 
more than EUR5bn over the last 20 years

� In 2021, the volume of voluntary market 
credits reached its maximum since 2010 
and crossed US$1 billion for the first time

� Demand is growing so fast that market is 
expected to be supply constrained in the 
coming years 

� The demand for carbon credits from 
Nature-based Solutions (NbS) projects is the 
growing faster 

� Article 6 can help countries meet their NDC 
goals in  a faster and cheaper way, 55 
countries’ NDC  confirm their interest of 
utilizing international market mechanisms 
and there is an increasing number of Article 
6 pilots

� It is estimated that airlines will need to 
offset ~0.5 – 3.0 billion tons of CO2 from 
2021—2035 to comply with CORSIA

� Both schemes can help reduce market 
fragmentation

Source: UNEP; IEA; World Bank; Ecosystem Marketplace; Carbon Brief; ecbi; Climate Focus; Refinitiv

Paris Agreement will grow  
compliance markets which are 

catalyzed by the voluntary 
markets

Voluntary carbon markets are 
growing faster than compliance 

markets
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While voluntary markets are moving fast 
and compliance markets take time to 
establish, countries need support now

Corporate sector demand is moving the voluntary markets now

• Some corporates ‘claim’ contributing the country NDCs and provide ‘climate finance’

Establishing the compliance markets under the Article 6 take time

• COP26 just finalized the ‘rulebook’ and operationalization takes 2-3 years

Countries need a lot of capacity building needs

• NDCs and requirements under the Paris Agreement

Carbon markets in the past limited to activity-based financing

• Policies, standards, energy transition, hard to abate sectors need ‘new’ approaches

Need ‘innovative’ business models to leverage ‘carbon credits’ NOW

Results based financing is one such vehicle

• Quick access to carbon-based finance

• Credits will remain with the country and can be used for NDC



MENA
CARBON MARKETS
HIGHLIGHTS
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Number of CDM projects by country
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Country highlights
Egypt

• First NDC states that a national carbon market may be established and further developed into a regional market in the Arab and African region
• Ongoing work to improve its data collection and data quality systems for GHG inventories. Egypt worked with MRV Africa to develop and implement an 

MRV system for the waste sector. Egypt participated in a GIZ funded project in 2017 to improve capacity in the development of NCs and BURs
Iran • Iran’s Fuel Conservation Organization announced in 2014 plans to set up a domestic emissions trading market, but no further details have been released

Iraq • At COP26 Iraq announced its supports for an independent mechanism to redress potential harms and support the creation of new markets for carbon unit 
trading by both public and private sectors

Jordan • PMR supported the exploration of scaled-up crediting for NAMAs and develop capacity for data collection, baseline setting, and an MRV system
• Jordan’s updated NDC states the plan to build national capacity and implement pilots for market instruments for scaling up mitigation efforts

Kuwait
• Updated NDC notes financial technical and technological support will be provided through market, nonmarket mechanisms, and cooperative approach 

under Article 6. Kuwait also mentions market mechanisms and cooperative approaches within Article 6 to achieve greater ambition in reducing GHG 
emissions

Morocco
• Updated NDC refers to ongoing preparatory work on future carbon markets under Article 6. The country aims to establish baselines to participate in pilot 

projects on future mechanisms, intending to focus on sectors with a high potential. Considers the use of international mechanisms to meet its targets.
• In 2015, the PMR assisted the  government in developing a carbon credit mechanism
• In 2021, the government stated the intention to introduce a national levy on carbon emissions as part of a wider overhaul of the country’s tax system

Oman
• In 2021 Oman signaled its intent to develop a tradable “energy efficiency” credit based on international carbon credit markets. Oman has not revealed 

details, but it is expected its energy efficiency credit to be modeled after emissions trading systems encouraged under the Kyoto Protocol
• Ongoing project to test a new carbon capture and storage technology and inject it into Oman's ample stores of peridotite rock.

Qatar
• In 2022 Qatar-based emissions registry GCC has added power storage to the list of emission reduction projects allowed
• Qatar's state-owned QP has set itself a target of reducing GHG emissions, including plans to capture and store more than 7mn t/yr of CO2 from its 

operations by 2030
• In 2020 Qatar Airways will launch voluntary carbon offset program for passengers

Saudi 
Arabia

• Saudi Arabia’s is establishing the MENA regional VCM
• Saudi Arabia joined the United States, Canada, Norway, and Qatar in forming a new platform for oil and gas producers to discuss how they can support the 

implementation of the Paris Agreement on climate change

Tunisia
• Its first NDC mentions the use of carbon market mechanisms to financially support mitigation 
• In 2018, the Tunisian government announced its decision to remove energy subsidies by 2022, introduce an energy tax and allow the production of 

renewable energy for self-consumption and sale.

UAE • To launch world's first fully regulated carbon trading exchange and carbon clearing house creating the first regulated VCM in the MENA region. Its 
proposed framework recognizes carbon as an investment-grade commodities emissions instrument and as a regulated spot and commodity derivative. 



03
1

Potential for carbon markets
Increased climate action throughout the region

• Governments in the MENA region have pledged to meet ambitious renewable energy targets to reduce dependence on fossil fuels, enhance energy

security, and cut GHG emissions. Carbon markets will create economic incentives for sustaining further climate action

• First MENA Climate Week 2022 was held in March in Dubai, hosted by the Government of the United Arab Emirates

Potential for renewable energy (RE) and energy storage

• MENA region boasts enormous RE potential, particularly within both solar and wind power. MENA countries aim to generate between 15% and 50% of

electricity using renewable energy by 2030. The region is emerging as a key player in the rapidly evolving market for concentrated solar power.

• Governments are investing in renewable energy and boosting energy efficiency to meet demand and lessen fiscal pressures from subsidized energy

prices. Several countries aim to become renewable energy hubs, leading to growing investment in the region

• Countries in the region are scaling up their energy storage capacity, with 30 energy storage projects planned to be implemented by 2025

MENA regional Voluntary Carbon Market (VCM) developments

• Qatar-based Global Carbon Council (GCC) will be launching regulatory frameworks for several types of carbon reduction projects in 2022 in

anticipation of exponential growth for carbon credits. Established in 2016 and operational since 2019, GCC has full approval under CORSIA. In 2022

GCC added power storage to the list of emission reduction projects allowed

• Saudi Arabia’s Public Investment Fund (PIF), has signed five separate MoUs with leading Saudi Arabian businesses, who will become the first potential

partners of the MENA regional VCM. There is an expectation that an introductory round of auctions could occur in the fourth quarter of 2022

• Abu Dhabi Global Market (ADGM) partnered with AirCarbon Exchange (ACX) to create the world's first fully regulated carbon trading exchange and

carbon clearing house creating the first regulated VCM in the MENA region
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Emissions, future pathways and 
ways to reduce



MENA is one of the most climate 
vulnerable regions in the world



MENA’s per capita emissions are 
one of the largest in the world
• The MENA region represented 5% of global GHG emissions in 2019
• a relatively meagre contribution when compared with other parts of 

the world, such as Eastern Asia which produced 27% of the world’s 
emissions.

• MENA’s GHG emissions per capita are among the largest in the world, with 
13 tons of CO2 emitted per capita per year; 
• below the levels of North America (19 tons), above Europe (7.8 tons), 

but similar to Japan, Australia and New Zealand’s heights. 

• In 2020, the Gulf States were ranked as the biggest emitters per capita, 
with Qatar appearing to be the country with the highest GHG emissions 
per person in the world. 
• This is not only due to the production of fossil energy; it is also related 

to urbanization trends since urban GHG emissions per capita increased 
by 30% in the Middle East between 2010 and 2015.

• MENA countries raised their ambitions to decrease their emissions of gas 
ahead of COP26 in November 2021

Total GHG emissions in MENA countries (1990 – 2018)

Per capita GHG emissions in MENA countries (1990 – 2018)



MENA region is committed to climate 
action; increased focus and bold 
action is needed

The finance needs are estimated at $186 billion in Nationally Determined Contributions (NDCs) 



Total climate finance flows to MENA 
region continue to be highly 
insufficient

Just about 2.5% of total 

climate finance flowed 

into the MENA region



Huge opportunities exist in the 
MENA to attract needed finance



MENA requires to explore all possible 
financing opportunities to support climate 
action

Project-Based Financing

Fiscal Incentives

Public Investments

Non-financial Incentives

Markets-based approaches

De-risking Investments

- Solar & Wind IPPs
- Landfill Gas
- EE/RE Credit Lines

- RE tax and customs exemption
- HEV cars tax rebates
- Cost reflective pricing of fuels

- Assessment and prioritization of climate-
responsive projects in budget

- Carbon pricing
- International  Carbon Markets

- Loan Guarantees
- Payment Guarantees
- Political Risk Insurance (MIGA for RE)

2

3

6

7

4

- Green Buildings
- Certifications & Recognition

- Energy Efficiency (LED, SMEs)
- Solar PV 
- Solar Water Heaters

Financial Incentives (full/partial grant)

Financial Sector / Capital Markets
- Green Bond Guidelines
- Greening the Financial Sector

Source: Adapted by authors from World Bank Transformative Climate Finance, 2020.
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Carbon markets under the Paris Agreement and 
domestic carbon pricing offers unique 
opportunity to raise additional revenues for 
climate action

Carbon pricing in Oil/gas import and 
export countries in the region 

Sectors and projects eligible 
for international carbon 
markets

The Partnership for Market Readiness helped countries like Jordan, Morocco, Tunisia to build their readiness for carbon pricing and carbon markets


