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Voluntary Carbon Markets and the AFOLU Sector 

 
The Voluntary carbon markets are in constant growth, nearly doubling in 2008 to reach 123.4MtCO2e 
registered for a total market value of US$705 million, and this is expected to continue. This section 
examines the potential sources of funding offered by voluntary markets to finance mitigation activities 
in the Agriculture, Forestry and Other Land Use (AFOLU) sectors in the context of the NENA region.  
 
The two major markets are the Chicago Climate Exchange (CCX- 56% of the total market) and the 
Over-The-Counter market (OTC- 44% of the total market).  
Their sources of voluntary offsets are extremely diverse in both project type and location. With regard 
to OTC project type, renewable energy credits dominate (51% of market share), mostly from 
hydropower (32%), wind energy (15%) and biomass energy (3%). Landfill gas capture was the second 
most popular category, capturing 16% of the market. In contrast, energy efficiency, fuel switching, 
and coal mine methane all declined in popularity. 
Both Asia and the U.S. dominate offset project locations with transaction shares of 45% and 28% 
respectively. The Middle East now contributes for 15% of credits as a result of a few large projects in 
Turkey and Egypt. 
 
 
 

The AFOLU sectors representation in the voluntary markets (OTC and CCX) 
 
Over the last decade, land-based, carbon sequestration projects, especially from forestry, have gone 
from a mainstay of the market to a habitat for debate. This is a result of the same issues that have kept 
forestry and other land-based projects from playing a major role in the Kyoto markets: permanence, 
leakage, and accounting uncertainty. However, barriers in the CDM have also meant that the voluntary 
markets have uniquely fertile ground for land-based projects.  
A recent study reported that around 90% of respondents view avoided deforestation and native tree 
reforestation projects as the most desirable forestry projects, followed by agro-forestry and peat land 
conservation. Despite such positive sentiments towards REDD and the fact that the only market for 
REDD is currently the voluntary market, REDD credits in OTC fell by 50% in 2008. Project 
developers cite a variety of difficulties as hurdles for REDD projects, amongst them we can cite: (i) 
the complexity of working with communities, mid or high levels of government; (ii) the policies and 
regulations around carbon ownership; (iii) the technical issues around measuring carbon; (iv) the 
regulatory uncertainty and; (v) the limited availability of approved REDD methodologies.  
On the CCX side, forestry had the largest growth in 2008, reaching 7.0MtCO2e (Figure 2). It benefited 
from several major structural changes to the exchange’s rules for forestry project eligibility and 
verification processes, including four new forestry project protocols (for afforestation, improved forest 
management, long-lived wood products, and REDD). 
Peat land conservation generated much discussion in 2008, but was unable to track any credits.  
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Soil carbon credits also suffered significant market’s share loss, even in CCX, its historical market, 
where agricultural soil offsets fell by more than half to 4.7MtCO2e. The lack of robust, simple to 
apply and cost-effective methodologies being one of the main barriers to this project type spread, this 
may reverse with the current development of numerous new methodologies for soil carbon.  
However, this pattern of lower transaction volume from land-use projects may change since forestry 
and agricultural projects are highly likely to be accepted in a U.S.-based cap-and-trade system. 
 
Project type is one of the most significant factors influencing the price (Figure 3). In land-based 
projects, the average price is globally low at the exception of agricultural methane projects that fetched 
$10/tCO2e in 2008, largely because of their appeal to pre-compliance buyers and the quality of the 
verifying protocols used (Climate Action Reserve Protocols). On the other end of the price spectrum 
agricultural soil credits reach the lowest price with $3.35/tCO2e.  
 
The Middle East burst onto the voluntary market scene in 2008, driven mostly by renewable energy 
projects in Turkey (wind and hydro) and one project in Egypt, the credits generated reached 15% 
market share. Currently, over 99% of Middle Eastern credits are from Turkey, which is ineligible to 
generate Clean Development Mechanism or Joint Implementation credits, although it ratified the 
Kyoto Protocol. 98% of Turkish credits, and thus Middle Eastern credits, are from renewable energy 
projects (Figure 4 and 5), which reflects the country ongoing process of transformation of its energy 
infrastructure and is willing to readying itself for CDM or JI project origination. It is expected that 
Turkey will continue in this path, as a recent report indicates that 64 voluntary projects are still under 
development.  
 
In the NENA region, voluntary carbon credits potential in the AFOLU sectors could already be tapped 
in Afforestation-Reforestation projects, either on a Verified Emission Reductions or on a CDM basis. 
The access to further funding from the voluntary markets highly relies on the development of more 
robust methodologies to account for soil carbon, and in some extent REDD mechanisms, in order to 
rise buyer’s confidence in those kind of carbon credits.  
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 
References and further reading about Voluntary Markets: 

State of the Voluntary Carbon Markets 2009, Ecosystem Marketplace & New Carbon Finance 
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Figure 1. Land-based credits sold in OTC, 2007 

 
Figure2. CCX-Registered Offsets by Project Type, 2007 vs. 2008 

 

Figure3. Credit Price Ranges and Averages by Project Type, OTC 2008 
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Figure4. Transaction Volume by Project Location, OTC 2007 vs. 2008 

 
 

Figure5. OTC Transaction Volumes by Source Region and Project Type 


