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1 BACKGROUND 
East Africa has been widely bypassed by the global carbon finance market. From the 
worldwide Emission Reductions transactions only 3 % of the volume was originated in 
Africa between 2002 and 2006. This situation can be explained by the limited industrial 
development and related carbon finance options. But also by the fact that project types 
that would be beneficial for Africa, like Agriculture and many forest project types are 
not eligible under the Kyoto protocol. In addition to the limited carbon finance options 
Africa is the most vulnerable continent to global warming despite the fact that the con-
tribution to greenhouse gas emission is extremely low.  

Afforestation and Reforestation (AR) CDM projects are one promising project type for 
Africa considering the superb natural growth conditions in some parts of the continent. 
The high demand for land restoration measures and for sustainably produced timber 
offer additional incentives for respective investments.  

This report aims to provide an overview on the forest situation in East Africa, in par-
ticular Ethiopia, Kenya, Tanzania and Uganda. The requirements for AR CDM projects 
are highlighted and existing forest carbon finance initiatives in the region are featured. 
Subsequently, investment opportunities and challenges for Japanese government 
agencies, Carbon Funds and timber investors are highlighted to initiate more detailed 
investigations.   

 

2 FOREST SITUATION IN EAST AFRICA 
With few exceptions, forest landscapes in East Africa are characterized by misman-
agement, overexploitation and degradation of various degrees. Traditionally an im-
portant element of the livelihood strategies of rural dwellers and the source of income 
to many, degradation today seriously affects rural economies and national income 
from forest revenue collection.  Hand in hand with forest degradation goes a loss of 
carbon storage and biodiversity, an increase in watershed degradation, soil loss, as 
well as fertility decline and climatic change well beyond the boundaries of the forested 
areas. 

Historically, forestry in the region was focused on commercial utilization of natural 
forests, mostly tropical high forests or Afromontane forests in Ethiopia under state 
control and to a lesser degree the widely prevailing dry forests, referred to Miombo in 
Tanzania. Later this was to be followed by a thrust in plantation forestry, mostly with 
exotic Pines in Tanzania and Uganda and Eucalyptus in Ethiopia and Kenya.  

Thereafter, interest focused on social issues, not so much in Ethiopia until recently, but 
in Tanzania, Kenya and Uganda, particularly communal involvement in forest man-
agement. In the last two years the focus has shifted to aspects like new financing op-
tions for forest related public goods and services, also referred to Payments for Envi-
ronmental Services (PES) including biodiversity, water and climate change mitigation.  

In Uganda and Kenya there is already an increasing interest by national and interna-
tional private sector companies to capture business opportunities in plantation for-



 

estry considering the timber supply gaps (see more details in the section on Uganda). 
In Ethiopia and Tanzania there is also a strong interest by the private sector to invest 
in plantation forestry, but Government interventions that are difficult to predict are 
increasing the political risk for respective investments.  

The current forest situation is presented in the Table below. Per person the forest area 
is between 7 and 16 ha. However, the underlying inventory data is not very robust. 
With regards to plantation forestry, timber prices are soaring all over the region due to 
supply shortages. Timber processing equipment is outdated, but investments to intro-
duce modern equipment are limited considering timber resource base shortages.  

Uganda has the highest deforestation rate and the smallest plantation area in the re-
gion and relies on imports from neighboring countries DR of Congo and Southern 
Sudan. Considering that the economies in the region are growing between 6 and 10 % 
per year timber demand and prices are expected to increase continuously. However, 
government interventions or a lack of governance still result in disturbed timber mar-
kets.  

  

Tab. Comparison of the forest situation in East Africa (FAO, 2005, KFS & NFA plan-
tation forestry records for Kenya and Uganda respectively). 

COUNTRY POPULATION 
IN MILLION 

FOREST AREA 
IN MIO  ha 

PLANTATION 
AREA 

PRIVATE 
FOREST 

DEFORESTATION 
RATE  %  
(2000-2005) 

Ethiopia 100 13.7 491,000 0 % -1.1 

Kenya 58 3.6 130,000 2.2 % -0.3 

Tanzania 37 3,7 150,000 0.2 % -1.1 

Uganda 30 4.0 36,000 70.2 % -2.2 

 

Given this context there are plenty forest investment opportunities in the region. 
However, there are also substantial investment barriers mostly related to unclear land 
tenure and a lack of capacity.  

Overall there is a trend in East Africa that government involvement in forest planta-
tions is decreasing while the private sector investment is increasing despite the unfa-
vorable cash-flow patterns of forestry projects. These cash-flow patterns are particu-
larly challenging for investors based in East Africa without access to internationally 
available long term finance. 

Community forestry, even after a decade of public support is still lacking convincing 
and sustainable business models. In some parts of East Africa farm forestry, e.g. on the 
western side of Mt Kenya, is widely practiced and proves to be an important source of 
timber and local revenues.       

Considering the development of the diversified green finance industry, including car-
bon finance and Corporate Social Responsibility (CRS) investments, there are new fi-



 

nancing opportunities arising not only for timber production and value adding, but 
also for Payments for Environmental Services (PES) and bioenergy. Most of these for-
estry projects have the potential to include a carbon finance component to overcome 
investment barriers. Existing examples will be highlighted in chapter 5.   

In the following chapter the forest situation and the investment opportunities will be 
described for each of the countries. 

 

2.1 Ethiopia 
In Ethiopia most of the forests are degraded woodlands or bush lands in the lowlands 
(see Table below). Most of the afromontane forests in the highlands are already con-
verted into agriculture, except of a few remnants like the Bale Mountain afromontane 
forests. Outside the protected areas community forest management proved to be suc-
cessful in a pilot region to protect and manage forests sustainably. With support from 
JICA up-scaling initiatives in particular in the Oromia region are very promising. 

Forest plantations are under the control of the government and are not well managed. 
As a response in the Oromia region, the State Forests Supervising Agency was restruc-
tured in July 2007 to improve the management and to operate the 8 plantation forest 
enterprises in a business oriented manner.   

 

Tab. Forest types in Ethiopia (EFAP, 1994). 
Forest type Area Growth Stock
 (Million ha) (m3/ha) 

Natural High Forest 2.3  

Slightly Disturbed 0.7 90-120 

Highly Disturbed 1.6 30-100 

Woodland 5.0 10-50 

Bush land 20.0 05-30 

Plantations 0.2  

 

Annually, an estimated 1 billion trees are planted in Ethiopia, but the survival rate is 
probably below 20%. This demonstrates that incentives to manage trees are lacking. 
However, carbon finance can contribute to provide respective incentives. 

The timber industry in Ethiopia is controlled by a number of government owned en-
terprises that are determining the market price. Production efficiency is very low, but 
like in the forest plantation sector there is a realistic chance that the reform is improv-
ing value adding opportunities along the market chain. 

 



 

2.2 Kenya 
Kenya has the most professional forest service in the region. Early 2007 the new Forest 
Act came in force and once the implementation rules and regulations are implemented 
it is likely that substantial investment in forest plantations will take place. 

Kenya has already planted more than 34,000 ha in 2006 (see table below) and also trees 
on farms are yielding the first harvestable crop, e.g. along the western side of Mt. 
Kenya. 

   

Tab. Forest plantation development by land ownership in Kenya. 

Land Year 

 2003 2004 2005 2006 

Public forest land in ha 7,880 9,243 7,312 8,156 

Private & communal land in ha 7,683 9,024 10,515 26,000

Total 15,563 18,267 17,827 34,156

 

2.3 Tanzania 
Tanzania has about 40.0 million ha forests and woodlands (37.8% of total land area) 
(FAO, 1993; URT, 1998).  The forested area is classified on the bases of forest type, use 
and legal status as shown in Table 1.  

  

Tab. Tanzania - forest types occurrence in 1,000 ha; adapted from Holmes (1995 a) 
and Nshubemuki (1998). 

 Closed /evergreen forests Woodland/deciduous woodland Forest-Grassland 
mosaic 

Sub-type Montane 
forests 

Lowland 
forests 

Miombo 
woodlands Dry Miombo Thickets 

Total Mio ha 1.0 0.9 13.9 7.6 16.6 

 

Almost two thirds of the forest resource consists of woodlands on public lands.  
About 13 million ha have been gazetted as forest reserves.  Of this, 1.6 million ha are 
water catchment areas. Forest plantations cover about 80,000 ha , 50% of which are 
Pine plantations situated in Sao Hills. Most of the public forests and in particularly 
those in remote areas such as Kigoma and Rukwa regions in the western parts of the 
country, are currently not managed.  

An additional 30,000 ha of privately owned forests are well managed by KVTC (8,000 
ha Tectona grandis) and TANWAT (22,000 ha Acacia, Eucalyptus and Pine). 

 



 

2.4 Uganda 
Uganda has excellent climatic conditions for growing timber, yet is now in a crisis sit-
uation with regard to the protection of the few remaining natural forests and not even 
able to meet its domestic demand for general-purpose timber. About 13,000 ha of plan-
tations were established in late 1960s/early 70’s, largely with Pinus caribaea (and to a 
lesser extent P. patula, P. oocarpa and Eucalyptus grandis). These plantations have 
been partly affected during the years of unrest in the 80s. The remainder has been sys-
tematically clear felled since the mid-90’s (and not replanted). According to the latest 
inventory by the National Forest Authority less than 2,000 ha of harvestable planta-
tions remain which are largely over-mature and in very poor condition (see Figure 
below). Consequently there will be an acute shortfall in sawlog supplies from planta-
tion sources within the next 15 to 20 years. 
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Fig. Remaining conifer timber resources in Uganda, SPGS, 2007. 
 

In Uganda’s a few forest plantations were established since 2001. The public sector, 
namely the NFA, planted about 6,000 ha and the private sector managed to establish 
another 7,500 ha. 

The most reliable studies from the FAO estimate a current consumption of about 
270,000 m³ of sawn timber per year. This demand is expected to grow at a rate of about 
2-3 % annually given that the Ugandan economy will continue to grow at a rate of 
around 5 %. Timber consumption is closely related to the GDP growth, but substitu-
tion effects have to be accounted for. Based on those assumptions an annual saw-log 
demand of about 1 million m³ from plantations can be expected in 20 years time. With 
this estimated consumption and expected average plantation performance - using av-
erage yield figures for the main plantation species Pinus caribaea and Eucalyptus grandis 
and respective rotation periods – a minimum area of 60,000 ha will be needed to sus-
tainably supply the domestic market in 2025. This translates into a huge supply gap 
considering the area of currently established plantations (less than 15,000 ha) and 
hence an attractive market opportunity for forestry investors. 



 

3 REQUIREMENTS OF AR CDM PROJECTS 

3.1 Project activities 
In the forestry sector, currently only Afforestation/Reforestation CDM projects are 
eligible under the Kyoto protocoll. Other project activities like Reduced Emissions 
from Deforestation and Forest Degradation (REDD) or sustainable forest management 
have been adopted only in a few projects for the voluntary market. 

 

3.2 Project eligibility 
There are a number of project eligibility criteria that have to be considered by project 
developers. The key criteria under the Clean Development Mechanism of the Kyoto 
protocol are provided below: 

 The project area has to be non-forest since December 31st, 1989. The CDM forest 
definitions for the different countries are presented in the table below. 

COUNTRY MIN. CANOPY COVER IN % MIN. AREA IN 
ha 

MIN. POTENTIAL TREE HEIGHT IN 
m 

Ethiopia >20 % >0.05 ha >2 m 

Kenya* 30 % 0.1 >2 m 

Tanzania Not reported to UNFCCC  

Uganda >30 % >1 ha >5 m 

Source: http://cdm.unfccc.int/DNA/index.html 

* Not reported to UNFCCC, but defined according to the DNA in Kenya. 

 Projects need to assure permanence, i.e. sequestered carbon has to be stored. 
Management activities have to be in place to make sure that it is not released to 
the atmosphere e.g. by fire.  

 Not more than 50 % of the baseline activities, taking place before the project was 
established, are removed to surrounding areas causing leakage. Detailed guide-
lines how to manage leakage depend on the methodology applied. 

 Additionality, the project is not business as usual and will be only implemented 
because of the availability of the carbon project component. Existing plantations 
do not comply with the additionality criteria and therefore are not eligible. 

 Project Environmental Impact Assessment is required according to the standard 
of the respective country. 

 Contribution to Sustainable Development assessed against DNA standard, i.e. 
projects must contribute to sustainable development. In Ethiopia sustainable de-
velopment criteria for approval of CDM projects are available at the DNA. The 
DNA with support from the advisory committee will assess each project applica-



 

tion against the three core criteria (social, economical and ecological) to make sure 
that projects contribute to sustainable development.   

 International and national safeguard policies have to be considered, e.g. areas 
with recent resettlements are not eligible. 

 

3.3 Project minimum size 
Projects are usually classified according to tCO2e sequestered per year. Most carbon 
funds have a minimum threshold of between 25,000 and 50,000 tCO2e/year, consider-
ing the substantial transaction costs involved to develop a project and to setup the 
Emission Reductions Purchase Agreement (ERPA). This relates to a minimum project 
size of approximately 2,000 - 4,000 ha for an AR project depending on species composi-
tion and yield. 

However, it is not necessary that the project consists of one block it can also aggregate 
a number of project sites. The minimum size of each site is defined by costs involved 
to establish the baseline and to monitor the carbon sequestration. From own experi-
ence it is not recommended to have a lot of sites that are smaller than 50 ha. 

 

3.4 Ownership structure 
The ownership structure of the Emission Reductions is laid out in the ERPA. The pro-
ject developer has to demonstrate that he has legal access to the project site and the 
Emission Reductions from the land.  

In Community based AR CDM projects non-government organizations or government 
institutions are aggregating land and communities involved in the project. Detailed 
institutional arrangement and benefit sharing mechanisms between the community 
and the aggregator as well as within communities have to be clearly laid out in the 
project design document. This includes a carbon revenue distribution formula defin-
ing how to distribute the carbon revenues considering performance and equity criteria. 
Incentive mechanisms and community cohesion issues have to be considered.   

In any case in a project based on a number of sites with different investor shares it is 
highly recommended that the aggregating institution is not just acting as a broker, but 
fully owns the Emission Reductions in order to prevent that each project shareholder 
is a legal party in the ERPA. 

 

 

 

 

 



 

3.5 Project validations standards 
The Clean Development Mechanism of the Kyoto protocol currently offers 11 ap-
proved standards referred to methodologies for AR CDM projects.  

(http://cdm.unfccc.int/methodologies/ARmethodologies/approved_ar.html) 

However, there are also standards for the voluntary carbon market like the Climate 
Community and Biodiversity Standard (CCB) or the newly developed Voluntary Car-
bon Standard. 

In addition, project developer may consider international sustainable forest manage-
ment standards like from the Forest Stewardship Council (FSC). 

 



 

4 AR CDM PROJECT PORTFOLIO IN EAST AFRICA 
In the following chapter the established and currently developed AR CDM projects the 
region are presented.  

 

4.1 Ethiopia 
In Ethiopia the Humbo Afforestation and Revegetation project which is currently de-
veloped by the World Vision is the first and only AR CDM project under preparation 
in Ethiopia. The project is aiming to rehabilitate degraded land by closing the area 
against livestock and enrichment planting. The project area covers 2,400 ha.  

However, it might be difficult to up-scale or replicate the Humbo project model to oth-
er areas considering that the amount of tCO2 sequestered per area is small compared 
to the institutional development investments required and the limited alternative in-
come that can be generated from the project site to cover respective investment costs 
and to justify the investment of the project developer and the communities involved. 

In the framework of the new Biofuel policy of Ethiopia, to utilize degraded non-arable 
land for Jatropha, opportunities for forest carbon finance projects are currently being 
assessed. 

 

4.2 Kenya 
In 2005 the Green Belt Movement, the organization of Prof. Wangari Maathai, the Ke-
nyan Nobel Price Laureate agreed with the BioCarbon Fund to establish a community 
based AR CDM project on degraded forest land in the Aberdares and Mt Kenya. The 
mountains are key watersheds for the three million people living in Nairobi. During 
the project development many hurdles had to be removed, but this also resulted into 
the first ever legal agreement that provides exclusive forest user rights for communi-
ties living close to the project area. The Emission Reductions Purchase Agreement for 
this project was signed during the COP conference in November 2006 in Nairobi and 
the project is expected to be validated early 2008.   

 

 

 

 

 

 

 

 

 



 

Tab. Kenya carbon forest finance track record. 
PARTNERS 
 INVOLVED 

GREEN BELT MOVEMENT /BIOCARBON FUND 

Project area This community based reforestation Initiative will reforest 1,877 ha of 
degraded forest lands in the Aberdare Range and Mt. Kenya Regions. 
Lands chosen are in the catchment areas of the Tana River within the 
Aberdare and Mt. Kenya Reserve Forests (gazetted). The degraded 
grasslands will be reforested using a mix of fast, medium and slow grow-
ing indigenous species. The project is operated by Green Belt Movement 
(GBM) on behalf of Community Forest Associations (CFAs) in association 
with the Ministry of Environment and Natural Resources, Kenya Forest 
Service. 

Buyer Kyoto compliance market: World Bank BioCarbon Fund 

Standard UNFCCC 

Established 2007-2009 

Amount traded 260,000 up-to 2017 tCO2e 

Price US$/tCOe 4.15 

Community 
involvement  

Registered community associations received exclusive forest user rights 
for grassland areas within gazetted forest reserves.  

 

Kenya started late to explore the opportunities for AR CDM projects. However, con-
sidering that the new Forest Act now provides a legal framework for respective pro-
jects and the large amount of capital and interest in respective projects it is likely that a 
number of new projects will be developed within the next 12 months in Kenya   

 

4.3 Tanzania 
In Tanzania not even a UNFCCC registered climate change Designated National Au-
thority exist. The International Small group and Tree planting (TIST), fully owned by  
Clean Air Action in the US, has been involved in tree planting for the voluntary carbon 
market in Dodoma and Morogoro. According to their homepage bout 160,000 trees 
have been planted which is equivalent to approximately 150 ha. 

TIST has submitted to UNFCCC a methodology and a Project Design Document 
(PDD) for a AR CDM project. However, the methodology and the PDD was not ap-
proved by UNFCCC considering that the project was lacking the host country ap-
proval.   

 

 



 

4.4 Uganda 
Uganda is an early pioneer in carbon forest finance (see track record in the table be-
low). The first two projects have been established by the Dutch Face Foundation in 
cooperation with the Uganda Wildlife Foundation in Mt. Elgon and Kibale National 
Park before the Kyoto protocoll was adopted. The projects are aiming to restore the 
natural forest and have been designed and implemented very professional, which is 
demonstrated by the fact they are certified against the standard of the Forest Steward-
ship Councial (FSC). However, the design is too costly considering the current market 
price for Emission Reductions and therefore there was limited interest to replicate this 
approach, also considering that Emission Reductions are the only revenue streams 
from the two projects.  The Mt. Elgon project was critisied by one European NGO 
because during the establishment of the project people illegaly living inside the Na-
tional Park boundary have been forced to leave the Park. In Uganda and in many 
other parts of East Africa respective conflicts are quite common, due to the lack of 
good governance. Poor and landless people are often the target group of local politi-
cians during election time. Very simplified, politicians are promissing land access in 
return for votes. The land promissed is usally public forest land or even protected ar-
eas and the respective agencies in charge usually do not agree with unconstitutional 
land use change. 

In 2003 the ECOTRUST/Plan Vivo project in Bushenyi was established with support 
from DFID. The project is internationally widely recognized, however the amount of 
Emission Reductions produced and traded from this community based agroforestry 
project are quite low.  

The Uganda Nile Basin Reforestation Project developed by the National Forest Au-
thority with technical support from the EU funded ENCOFOR project is the first AR 
CDM project in Africa that was successfully validated against the UNFCCC standard 
by JACO, a Japanese Designated Operational Entity (DOE) in November 2007. The 
World Bank BioCarbon Fund has secured the Emission Reductions from this project. 
The project started tree planting in April 2006 and in the meantime, from the total pro-
ject area of 2,014 ha about 489 ha have been planted by September 2007. It is expected 
that the project is registered by UNFCCC in December 2007. The project applied the 
small-scale AR CDM methodology and a portfolio of 5 projects has been established. 

It is expected that once this AR CDM project is registered a number of project devel-
opers will adopt the project design and documentation. Several requests from project 
developers to use the project design have been received by UNIQUE forestry consult-
ants, the responsible partner in the ENCOFOR consortium. 

 

 

 

 

 

Tab. Uganda carbon forest finance track record. 



 

PARTNERS 
INVOLVED 

UWA/FACE FOUNDA-
TION/CLIMATE NEU-
TRAL GROUP 

ECOTRUST/ 
PLAN VIVO 

NFA/BIOCARBON FUND 

Project area Mt Elgon and Kibale 
National Park Projects

Bushenyi 

(~100 ha) 

Uganda Nile Basin refor-
estation project (2,100 
ha) 

Buyer Voluntary market: The 
Climate Neutral Group

Voluntary market: Tetra 
Pack UK/The Carbon 
Neutral Company 

Kyoto compliance mar-
ket: BioCarbon Fund 

Standard SGS FSC & Climate 
change 

Plan Vivo UNFCCC 

Established 1994 2003 2006 

Amount 
tCO2e traded 

 ~24,000 
traded already 

260,000 up-to 2017 

VER price 
US$/tCOe 

 4.5 4.15 

Community 
involvement  

 Farmers will receive 2.5 
US$/tCOe 

Communities have a 7% 
share in the project and 
will receive 4.15 
US$/tCOe, NFA covers 
transaction costs 

 

In summary, Uganda has an outstanding track record in Africa for developing forest 
carbon finance projects for the voluntary and the Kyoto compliance market. This track 
record and the respective experience to develop projects will reduce project develop-
ment and marketing costs for future project developers and will attract Carbon Funds 
to Uganda.  

 



 

5 CONCLUSSIONS  
Agriculture and forestry, is Africa’s comparative advantage in the carbon markets 
considering the excellent natural growth conditions in some parts of the region, the 
structure of the economy and the limited options to benefit from other CDM project 
types, e.g. energy efficiency or renewable energy. 

AR CDM pilot projects are currently developed in Ethiopia, Kenya and Uganda. The 
Kenya and Uganda project consist of small-scale project portfolios to accommodate 
community participation and the fact that suitable project areas are often scattered 
within a region. The Uganda AR CDM project portfolio was already validated and it is 
expected that this project is the first registered AR CDM project in East Africa. 

Key features of AR CDM projects are highlighted below and experiences and lessons 
learnt from the projects are summarized in a SWOT table below.    

 

Methodology related issues 

The small-scale methodology proved to be most suitable for AR CDM project devel-
oper in the region considering the data requirements, the possibility to consider differ-
ent investor shares, to add projects over time and the project development costs. Port-
folios of small-scale projects are a pre-condition to reach an economically viable project 
size.  One disadvantage is that some Designated Operational Entities consider each 
project separately and accordingly charge the standard fees.  

 

Community participation 

AR CDM projects allow community participation. The mode of participation depends 
on the project structure. Community ownership shares in the project help to reduce 
permanence risks; e.g. that the forest will be burned or cut down and will increase pro-
poor benefits. 

 

Co-benefits 

Co-benefits of all investigated AR CDM projects are considered more valuable for the 
project participants than the value of the carbon revenues themselves. The Kenya pro-
ject is illustrating this quite well. Due to the project requirement to define the owner-
ship of the Emission Reductions, communities received exclusive forest user rights for 
the respective area for the first time in Kenya. Co-benefits include grass cutting activi-
ties and the right for bee keeping and non wood forest product collection. 

 

Aggregation of project areas 

In order to reach a viable project size areas and project owners often have to be aggre-
gated and respective contractual agreements have to be reached. This sensitive process 
has to be participatory involving all stakeholders. As a result the institutional devel-



 

opment of such a project requires that there are strong institutions in the area with 
sufficient funding to develop and implement such a long term project. Without respec-
tive organizations in an area AR CDM projects are difficult to establish. 

 

Environmental and social impacts 

Small-scale AR CDM projects have in general positive environmental and social im-
pacts as long as best forest practices are adopted, i.e. site-species matching, participa-
tory planning etc. Potential negative impacts of large scale AR CDM projects on biodi-
versity or water flows can be mitigated by considering the natural landscape mosaic 
during the project design, i.e. maintaining corridors of original land use between the 
AR CDM project areas. 

  

Risk management 

AR CDM projects are facing implementation and permanence risk. Implementation 
risks can be mitigated by carefully planning the project and ensuring that sufficient 
capacity and financing is available at the onset of the project.  

The permanence risk, e.g. fire, is more demanding because it requires professional 
project management throughout the project lifespan. Based on the existing experiences 
the stronger and diverse the set of project incentives the smaller is the permanence risk. 
Projects where the carbon revenue streams are the only project incentive are highly 
exposed to a permanence risk. Accordingly, multi-purpose projects resulting in differ-
ent revenue streams and creating non-tangible assets like cultural values are the best 
hedge against the permanence risk 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Tab. SWOT table summarizing the current situation of AR CDM. 

Strength 

• There is a great interest in Emission 
Reductions from AR CDM projects 
from the region, respective projects 
are fetching a premium price 

• After the pioneering projects sup-
ported by the World Bank BioCarbon 
Fund many barriers for project devel-
opers have been removed 

• AR CDM projects can be combined 
with a range of income generation ac-
tivities like bee keeping, utilization of 
non-wood forest products, grass cut 
and carry activities which will con-
tribute to improve local livelihoods 

Weaknesses 

• Capacity building support for CDM 
project developer in the past was not 
targeted to achieve Emission Reduc-
tions transactions 

• Government agencies are not very 
supportive to non-government AR 
CDM project developer. However, the 
latter are the preferred partner for 
Carbon Funds considering that con-
tracts can be enforced 

• Management capacity in the region is 
generally low, which results in long 
project preparation periods and high 
costs  

Opportunities 

• AR CDM projects provide external 
verified monitoring system combined 
with long term financial incentives 
which will result in higher tree sur-
vival and better tree growth 

• AR CDM projects offer substantial co-
benefits like exclusive user right for 
communities, which justifies high 
public investment costs 

Threats 

• The development of AR CDM re-
quires substantial upfront invest-
ments, which can be only justified if 
the project developer can demonstrate 
the financial and management capac-
ity to implement the project. There are 
not many, but an increasing number 
of organizations in the region fulfill-
ing this requirement 

 

 

5.1 Investment potential for Japanese organizations 
The analysis of the current situation of AR CDM highlighted three pillars of invest-
ment opportunities leading to the establishment of a diversified forest and climate 
change mitigation investment portfolio of public and private Japanese organizations in 
East Africa. 

  

A) Public - private partnership investments to establish viable AR CDM projects 

Based on the assumption that a post Kyoto 2012 agreement will consider AR CDM 
projects and that the voluntary carbon market will further develop a public – private 
partnership initiative; to develop a portfolio of AR CDM projects in East Africa will be 
highly beneficial. The public investor will be able to support capacity building result-



 

ing in Emission Reductions transactions with pro poor benefits and a high return on 
investment. For the private partner this partnership will reduce the initial project de-
velopment investment risks and the development of a project portfolio will hedge the 
risks that individual projects may fail during project implementation. Ideally this 
partnership would closely collaborate with Japanese funded development project ac-
tivities in the region, e.g. with the JICA Community forestry project in Ethiopia.  

The responsibility of the public partner would be to raise awareness about the respec-
tive opportunities and to provide on-the-job capacity building resulting in high quality 
Project Idea Notes (PINs), while the private partner would be in charge to pre-finance 
the Project Design Document (PDD) development and to provide market assurance for 
the Emission Reductions from the respective projects. 

   

B) Piloting integrated timber and carbon finance investment fund vehicle 

Private land owners in Uganda and Kenya demonstrated that they can supply the 
market with high quality timber if initial investment barriers are removed. This busi-
ness model does not only support rural development but also can be considered as a 
new mode of socially responsible timber procurement. Removing respective barriers 
by providing performance based loans and training proved to be highly successful in 
Uganda. Japanese investors could either get involved in an existing scheme e.g. the 
Sawlog Production Grant Scheme in Uganda or a new pilot scheme can be established 
integrating timber and carbon investments.  

 

C) Investment in the development of new AFOLU project types and the develop-
ment of regional exchanges 

As mentioned earlier Forestry and Agriculture are the most promising sectors for East 
African project developers to benefit from the Kyoto protocol. However, currently 
only Afforestation and Reforestation are eligible under the CDM. Accordingly, to in-
crease the opportunities for project developers from East Africa to benefits from the 
Kyoto protocol there is a strong need to develop new Agriculture, Forestry and Other 
Land Use (AFOLU) project types and to lobby for their inclusion in a post 2012 Kyoto 
agreement. Agroforestry or Sustainable Land Management practices (e.g. mulching, 
cover crops, fruit trees, zero tillage) not only sequester CO2 it also reduces erosion, 
improves soil fertility and increases the resilience against climate change, i.e. sustain-
able land management is one of the most effective climate change adaptation measures.  

Japanese organizations can support the development of a regional Climate Exchange 
for Emission Reductions from AFOLU projects. The Chicago Climate Exchange (CCX) 
is already considering respective project activities.    

 

 

 



 

5.2 Capacity building support required  
Capacity building to develop and implement AR CDM projects is weak and limited 
investment in climate change mitigation capacity building in East Africa has not been 
well targeted. Project Developers (mainly NGOs and private sector), service providers, 
and government agencies like the Designated National Authorities or Investment Au-
thorities need to acquire different skills to support the development of carbon finance 
projects.  

The development of AR CDM projects is and will remain a highly specialised task and 
the shelf-life of information is rather short. Therefore, a few dedicated staff members at 
the different organisations involved are better positioned to deliver Emission Reduc-
tions than a large number of people that have been participated in one or two training 
workshops. Staff members that are not dealing with AR CDM projects on a day to day 
basis have little chance to deliver projects that result in validated Emission Reductions. 
For climate change adaption a different strategy is required considering the need to 
widely create awareness.  

The kind of capacity building required to generate AR CDM Emission Reductions 
transactions are presented in the table below.  

 



 

Tab. Proposed capacity building activities for specific target groups 
TARGET 
GROUP 

ACTIVITIES IMPACT INDICATOR 

Project 
developer 

 National and regional workshops to 
introduce carbon finance opportuni-
ties and project development cycle 

 Coaching support to develop Project 
Idea Notes (PIN) based on public call 
for proposals and follow-up support  

 Coaching support of promising pro-
ject developers to access carbon fi-
nance and to develop and implement 
carbon finance projects 

 List of workshop participants rep-
resenting project developers with 
the capacity to develop carbon fi-
nance projects 

 Portfolio of high quality PINs and 
due diligence report of each project 
developer 

 Number of Emission Reductions 
Purchase Agreements signed and 
carbon finance projects imple-
mented 

Service 
provider 

 National and regional workshops to 
introduce carbon finance opportuni-
ties and project development cycle 

 Modular on the job training support-
ing the design, development and 
implementation of carbon finance 
projects (should be linked to promis-
ing project developers)   

 List of workshop participants rep-
resenting service provider with a 
track record to provide carbon fi-
nance project relevant expertise 

 Willingness to cover training costs  

 Demonstrating acquired skills 

Government 
agencies 

 National and regional workshops to 
introduce carbon finance opportuni-
ties and project development cycle 

 Supporting DNA to develop capacity 
to assess sustainable development 
benefits from carbon finance projects 
and to disseminate information 
about the development of the Kyoto 
protocol 

 Supporting Investment Authority to 
provide carbon finance relevant in-
formation and to facilitate match 
making between project developer 
and carbon funds 

 Supporting government agencies to 
understand requirements for carbon 
finance project, e.g. secure land ten-
ure, legal access to Emission Reduc-
tions, initial support mechanisms  

 List of workshop participants rep-
resenting government agencies in-
volved in approving and support-
ing carbon finance projects 

 Regulatory requirements for car-
bon finance projects published and 
available on the internet 

 One-stop shop for project devel-
oper and carbon finance investors 
exist, number of enquiries re-
corded and results monitored 
(number of carbon finance projects 
etc.) 

 Number and size of emission re-
duction transactions 
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Annex I: Relevant contacts for AR CDM in East Africa 
COUNTRY ETHIOPIA KENYA UGANDA 
Designated 
National 
Authority 
(DNA) 

Environmental Protection 
Authority 
Mr. Dessalegn Mesfin 
E-mail: 
epa_ddg@ethionet.et 

National Environment 
Management Authority   
Ms. Emily Ojoo-Massawa 
E-mail: 
emassawa@hotmail.com 

National Climate Change 
Steering Committee 
(NCCSC), Ministry of Water 
and Environment, 
Mr. Philip Gwage 
E-Mail: 
pgwage@hotmail.com 

Forestry 
Authorities 

ONRDEPA Bureau of 
Agriculture and Rural 
Development 
Dr. Girma Amente 
E-mail: 
girma_an@yahoo.com 

Kenya Forest Authority 
Mr. Anthony Maina 
E-mail: 
ammaina@forestry.go.ke 

National Forest Authority 
Mr. Xavier Mugumya 
E-mail: 
xavierm@nfa.org.ug 

Project De-
veloper with 
AR CDM 
experience 

World Vision 
Mr. Assefa Tofu 
E-mail: 
Assefa_Tofu@wvi.org 

The Green Belt Movement
Mr. Fredrick Njau 
E-mail: 
fnjau@greenbeltmovemen
t.org 

Sawlog Production Grant 
Scheme 
Mr. Paul Jacovelli 
E-mail: paulj@sawlog.ug 

 

http://www.epa.gov.et/contactEPA.htm
http://www.epa.gov.et/contactEPA.htm
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