
www.kiep.go.kr

Korea Institute for International Economic Policy

  

 

 

 

 

  

 

 

 

 

 

 

Article 6 of the Paris Agreement, adopted in 2015, describes that Parties 

may cooperate voluntarily in the implementation of their nationally deter-

mined contributions (NDC) against global warming. Parties may use in-

ternationally transferred mitigation outcomes. Also, one Party may use 

emission reduction credits obtained from a certain mitigation activity in 

another Party. Article 6, together with paragraph 137 of the decision at 

COP21, are the provisions that allow Parties to use carbon pricing and 

market-based approaches to fulfill its NDC. Parties can meet their mitiga-

tion targets in the most cost-effective way by taking advantage of differ-

ences in the marginal costs of emission reduction across different regions 

or sectors. The Paris Agreement explains that the ultimate objective of 

cooperation among participating Parties is to promote environmental in-

tegrity and sustainable development. 

The mitigation of greenhouse gas emissions using market mechanisms is 

not a new trend. The Kyoto Protocol adopted in 1997 introduced three 

types of market mechanisms; emission trading, joint implementation, and 

the Clean Development Mechanism (CDM). After that, the Bali Action 

Plan adopted in 2007 stated enhanced action on mitigation based on vari- 
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ous approaches which consider use of the market to increase cost-effectiveness. For the mar-

ket mechanisms developed under the Paris Agreement, Parties were requested to submit their 

views by next March and there will be a series of round table discussions on the details later 

on. It is necessary to take note that since the adoption of the Kyoto Protocol, it took only four 

years to outline the details of the Kyoto mechanism at Marrakesh in 2001, which forecasts that 

the upcoming discussions will proceed urgently. 

A total of 189 countries submitted NDCs, and almost two-thirds of them showed intentions to 

use market mechanisms in efforts to reach their emission reduction targets. Details vary, and 

this is reasonable given the uncertainty of the future architecture of the market mechanism of 

the Paris Agreement. Some countries are already actively preparing the next generation of 

market mechanisms, one example being Japan. Japan has been promoting the so-called "Joint 

Crediting Mechanism" that will be used to achieve Japan's emission reduction target and at 

the same time contribute to the reduction of greenhouse gas emissions of developing countries 

by providing low-carbon technology. In the past, Japan used official development assistance 

to promote CDM projects in developing countries to meet its commitments under the Kyoto 

Protocol. Article 12 of the Kyoto Protocol defines the purpose of the CDM is to assist develop-

ing countries in achieving sustainable development, and also compliance with their quantified 

emission reduction commitments. Japan emphasizes that it is important to contribute to both 

development and global warming prevention by providing ODA to promote CDM projects.  

The fundamental objectives and principles of market mechanisms have not changed much, 

but the current circumstances are quite different from the past. In the era of the Paris Agree-

ment, every developing as well as developed country has its own emission reduction target. 

Cooperation among the countries is essential regardless of the cooperative nature, whether 

bilateral, regional or global. Areas that require cooperation are ways to share carbon credits, 

to finance projects and burden sharing in terms of financial resources, and to handle technol-

ogy transfers from developed to developing regions. Transparency and the avoidance of dou-

ble counting are without doubt the basic principles to be considered. The most important point, 

however, is that the market mechanism should be driven by the private sector. It is the private 

sector that holds the technology and financial resources. The public sector, including govern-

ments, should focus on supporting the private sector to participate in more mitigation projects 

with the right choice of policies, and lowering barriers such as initial investment risks entailed 

by low-carbon projects. It is especially important for governments to create an environment 

where the private sector can invest in developing low-carbon technology, so that private busi-
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ness can secure competitiveness overseas. Further, a mid- to long-term perspective is essen-

tial in building the climate change industry into a national growth engine. Meanwhile, it is better 

advised to invest limited government budgets, for example ODA, in the capacity-building of 

developing countries to help them absorb low-carbon technology and use it to achieve their 

own mitigation targets, create an enabling environment and develop a degree of readiness to 

carbon pricing. Financial flows through market mechanisms is the most advisable way to ex-

pand global climate finance, which is aiming for a target of USD 100 billion per annum by 2020.  

Korea plans to reduce its greenhouse gas emissions by 37% from the business-as-usual (BAU) 

level by 2030. The Korean government has revealed that it will partially use carbon credits 

from international market mechanisms to achieve its 2030 mitigation targets. Korea once pro-

posed a carbon credit mechanism for developing countries’ mitigation actions. The rationale 

behind the proposal is to support and provide incentives for developing countries' voluntary 

efforts to reduce greenhouse gas emissions. While it may take considerable time for the Ko-

rean government to develop a scheme that utilizes international market mechanisms under the 

Paris Agreement, hopes are that this new scheme, once ready, will be linked to Korea's previ-

ous proposal to the international community to provide incentives for developing countries pur-

suing mitigation actions. This may serve as an opportunity for the country to position itself as 

a middle power in climate change solutions.  


