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the land sector can catalyze  
greater climate ambition
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INTRODUCTION

The level of ambition in countries’ current climate pledges represents approximately 
one-third of the emission reductions necessary to keep global temperature rise 
to below 2° Celsius, falling far short of what is needed to avoid dangerous climate 
impacts.1 Countries will need to demonstrate significantly greater ambition to close 
this emissions gap, and actions will be needed across all sectors. One relatively 
untapped suite of solutions that are ready for deployment can be found in the land 
sector—which has the potential to deliver climate mitigation alongside a host of 
valuable co-benefits, all at relatively low cost. A recent study has shown that a series 
of 20 ecosystem management approaches for forests, wetlands, and managed lands—
collectively referred to as “natural climate solutions”—could deliver over a third of the 
emissions reductions we need by 2030.2 To unlock this potential, it is essential that the 
land sector be robustly included in national policies and fully eligible for all tools that 
enhance mitigation, including cooperative approaches under Article 6.

Article 6 of the Paris Agreement supports and facilitates cooperation between countries to help them meet and potentially 
exceed their nationally determined contributions (NDCs), in part through the exchange of internationally transferred 
mitigation outcomes (ITMOs). Cooperative approaches can be used to incentivize increased mitigation action across all 
sectors, including the land sector. However, some remain concerned about the possibility for the land sector to “flood 
the market,” potentially diluting progress in other sectors. This concern is fundamentally misguided, since it relies on the 
assumption that ambition is fixed at a certain level such that cooperative approaches are “zero sum” in terms of their impact 
on overall mitigation. This is not the case under the Paris Agreement, which envisions progressive increasing of pledges 
over time given that current levels of ambition are far below what is needed. Implementing well-structured market design 
under Article 6 can help ensure that cooperative approaches support accelerated climate action and ambition across all 
sectors.
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Case Study: California
California’s Cap-and-Trade program is already financing 
forest conservation and restoration at scale within the 
state. To-date, nearly 110 million forest credits have been 
traded,6 generating more than USD 500 million.7 Of 
this, half of the revenue from forest credits has gone to 
Native American communities, enabling, for example, 
the Yurok tribe to purchase 47,000 acres of land, more 
than doubling their territory.8

U.S. forest offset credits have been included in the 
California Cap-and-Trade program since its start. 
California has balanced the contribution of emissions 
reductions within and outside the regulated sectors 
by including a quantitative limit on the total share of 
companies’ compliance obligation that can be met 
through offsets. In addition, the inclusion of a price 
floor at auctions has helped to ensure that prices have 
remained stable despite significant market and policy 
uncertainties, with an average price per tonne of CO2e 
of US$13.77 across all offset types between late 2011 
and early 2018.9 With reductions achieved at reasonable 
cost and at a faster pace than anticipated, California 
agreed to an extension of its cap-and-trade program 
and significant increase in its climate ambition from 
2020 to 2030. Well-structured market design has 
helped ensure a stable and effective carbon market 
within California, which has already yielded significant 
benefits for the State and its people. 

INCREASING AMBITION THROUGH 
INTERNATIONAL COOPERATION IN  
THE LAND SECTOR
A recent quantitative analysis concluded that reinvesting the 
cost savings from engaging in cooperative approaches (not 
including forests) into greater emission reductions can result 
in a 42% increase in emission reductions with no increase 
in cost compared to the cost of each country independently 
achieving its NDCs. However, if international cooperation 
harnesses the mitigation potential of the world’s forests, 
countries could increase global emission reductions by 91%. 
This means that for the same total cost of what it would 
take to deliver countries’ current NDCs, countries can 
almost double global mitigation by embracing cooperative 
approaches that include the emission reductions 
generated by forests.3

ADDRESSING CONCERNS REGARDING THE 
LAND SECTOR IN MARKET MECHANISMS
In considering whether international transfers from all 
sectors should be recognized under Article 6, some 
Parties have raised concerns that certain types of emission 
reductions units may create an imbalance between supply 
and demand. They fear that too much supply of emission 
reductions may lead to low prices or inequitable distribution 
of mitigation across sectors or countries. These concerns 
are overstated, and any potential risks of destabilizing 
market prices can be addressed by implementing common-
sense recommendations for well-structured market design.

Q: Will allowing the transfer of emission reductions from 
the land sector “flood the market”?

A: Unlikely. While emissions from deforestation and forest 
degradation must be dramatically reduced to help achieve 
the Paris Agreement’s goals, achieving these reductions 
will take time due to the significant steps and rules involved 
in implementing mitigation actions in the land sector. 
As of May 2019, only four countries have met all of the 
requirements under the Warsaw Framework for REDD+4 and 
reported results;5 however, other developing countries are 
at various stages in the process to establish and implement 
their national REDD+ programs. This means that it is all the 
more important to send market signals now to help scale up 
the supply that will be needed from the land sector, as well 
as all other sectors, as soon as possible. 
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Q: Is this concern unique to the land sector?

A: No. Concerns of “flooding the market” do not apply 
specifically to the land sector, as potential supply and 
demand for ITMOs from all sectors are not entirely 
predictable. Measures to manage variability of supply and 
demand, such as provisions to control the flow of transfers, 
should be applied by governments in a sector-neutral 
manner. Reductions must be maximized from all sectors in 
order to achieve the Paris Agreement’s ambitious goals. 
As a result, large mitigation opportunities should be seized 
as a way to increase ambition and any limits to investment 
in mitigation activity are best determined based on quality 
criteria and standards.

Q. How can sound market design help deliver ambitious 
and high-quality international transfers? 

A: While market forces can be helpful in efficiently allocating 
resources, there may be a need for well-structured market 
design to ensure predictable prices in the context of 
emissions trading. Two decades of efforts in developing 
carbon markets have yielded many lessons learned, 
including market design measures to help manage price 
variability that may affect market performance,13 such as:

1. Increasing the mechanism’s climate target: A 
straightforward solution to managing an abundance 
of supply is to increase the climate ambition of the 
market mechanism or, in the case of Article 6, raise 
the ambition of countries’ NDCs. Under the Paris 
Agreement there is a predictable process for increasing 
ambition and countries choosing to cooperate in 
meeting their more ambitious NDCs could help absorb 
“excess” supply from any sector. 

2. Designing the technical details of the market 
mechanism to ensure predictable prices and 
adequate long-term signals, such as:

• Ensuring that there are high standards for 
environmental integrity (e.g., real, additional, 
verifiable, and having a system to ensure 
permanence, including to address any risk of 
reversals);

• Setting a well-designed price floor to help manage 
the risk of low-price levels, provide market 
predictability, and support long-term adequate 
ambition; 

• Providing price risk management over time; 

• Providing for inter-temporal risk management by 
allowing emissions reductions used in one year to 
be saved for use in future years (“banking”); and

• Setting up a special reserves that, under certain 
conditions, can hold reductions for future use to 
ensure market predictability.

All market design features that are incorporated into 
Article 6 guidance should apply to all sectors to ensure 
high environmental integrity and consistency across all 
international transfers.

Q: If land sector units are unlikely to “flood the market,” 
will there still be a sufficient volume of potential supply 
from forests?

A: Yes. It took more than a decade to finalize and implement 
UN guidance for REDD+, and countries are now delivering 
the first REDD+ results. Although only a few countries have 

Case Study: Clean Development Mechanism
Several studies have shown that potential supply from 
Clean Development Mechanism (CDM) projects already 
in the pipeline could be upwards of 4 billion certified 
emissions reductions (CERs). By comparison, expected 
demand from the UN International Civil Aviation 
Organization’s planned carbon offset program (known 
by its acronym, “CORSIA”) is approximately 2.5 billion 
tonnes in the first 15 years.10,11

One particular study found that without applying any 
restrictions to the existing pipeline supply, one country 
could supply over 10 billion credits by 2030, of which 
a significant portion may come from projects outside 
of the land sector with low environmental integrity and 
questionable additionality.12 The number of unregistered 
projects in the CDM pipeline also raises concern 
as these projects could register at any time. Large 
volumes of emission reductions could come from any 
sector or program and, therefore, is not a concern 
specific to the land sector.
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delivered and reported reductions to-date, other countries 
are close behind after working for several years to meet 
all of the requirements under the Warsaw Framework 
for REDD+. Over the years, REDD+ countries have made 
the case—and evidence has proven—that the best way 
for countries to make consistent progress is if they are 
supported by steady, reliable economic incentives and 
market signals, which could be delivered by cooperative 
approaches under Article 6. 

Q: What are the benefits to keeping Article 6 open to all 
sectors?

A: Keeping Article 6 open to emission reductions from all 
sectors has several significant benefits, including:

1. Delivering greater ambition: As stated above, 
reinvesting the cost savings from engaging in 
international climate cooperation that includes forests 
into additional mitigation has the potential to nearly 
double global emission reductions without increasing 
total global costs compared to cost of each country 
independently achieving its NDCs.14

2. Scaling up finance: Under the Paris Agreement and 
its accompanying decisions, Parties recognize the 
importance of adequate and predictable financial 
resources for forests. Funding generated through 
market mechanisms is an important complement to 
non-market sources of forest finance.15

3. Providing co-benefits: In addition to delivering 
high-quality emission reductions, natural climate 

solutions also provide significant environmental co-
benefits—such as improved soil quality, cleaner air 
and water, higher coastal resilience and biodiversity 
conservation—and social co-benefits for a myriad of 
stakeholders, including indigenous peoples and local 
communities. 

4. Contributing to sustainable development: The 
benefits provided by natural climate solutions support 
the achievement of nearly half of the targets in the 
Sustainable Development Goal framework, spanning 16 
of the 17 Goals.16

5. Supporting robust Article 6 guidance: Finally, 
engaging in a sector-by-sector discussion in the 
context of Article 6 would be, at best, a distraction 
from the key issues and, at worst, harmful in securing 
optimal guidance for cooperative approaches that 
ensures consistency and high environmental integrity. 
Limiting the sectors from which a country may 
transfer could undermine their national prerogative 
to voluntarily engage in cooperative approaches for 
emission reductions that meet the criteria of Article 6. 
Therefore, specific sectors (such as the land sector) 
do not need to be explicitly referenced in Article 6 
guidance.

CONCLUSION
Scaling up implementation of natural climate solutions 
will get us significantly closer to achieving the goals of 
the Paris Agreement, with additional action still needed to 
close the remaining emission gap if countries are to limit 
global temperature rise to well-below 2°C. Cooperative 
approaches can play a fundamental role in increasing global 
ambition by activating opportunities that currently lack 
resources and providing strong incentives for overachieving 
on NDC targets. 

High-quality emission reductions from REDD+ and other 
natural climate solutions are currently the largest source of 
untapped, cost-effective mitigation opportunities. To unlock 
this potential, it is essential that the land sector be robustly 
included in national policies and fully eligible for all tools 
that enhance mitigation, including ITMOs. 

In the context of Article 6, no explicit references or 
provisions are needed to recognize their inclusion and, 
therefore, Parties should keep Article 6 guidance open to 
all sectors. Tackling climate change is an urgent necessity, 
and it is possible for countries to secure a safe climate 
future more swiftly by activating the potential of all 
sectors through cooperative actions. 
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