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AGENDA

* Introduction & opening remarks

Dr. Constanze Haug (adelphi), moderator
Prof. Dr. Daniel Klingenfeld (UBA)

« Insights from “Carbon Pricing Potential in Asia:
Opportunities & Challenges”

Dr. Baran Doda (adelphi)
ProfDr-Anatole Boute {CUHK)
Maia Hall (adelphi)

¢ Interventions

Alistair Ritchie (ASPI)
Beni Suryadi (ACE)

«  Q&A and discussion
* Closing remarks
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PROJECT OVERVIEW

Literature survey to
identify drivers and
obstacles to carbon

pricing along political,

legal, economic,
technical, and
regional dimensions

Identify qualitative
and quantitative
indicators to assess
them

P

Applied to 15
jurisdictions, using a
subset of indicators
for which
guantitative and
gualitative data
broadly available

Detailed factsheets
developed and

jurisdictions clustered

Developed case
studies for carbon
pricing potential in
Indonesia, Vietnam,
Pakistan based on
stakeholder mapping
and interviews plus
desk research

Synthesis of project
findings
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DEVELOPING A
THEORETICAL FRAMEWO

* In-depth and structured literature review of
500+ publications = analytical framework
to survey carbon pricing potential

 ldentification of key drivers and obstacles
along political, legal, economic, technical
and regional dimensions

 |dentification of indicators and variables
along each dimension to understand
relevant conditions for carbon pricing
readiness in a broader context




ECONOMIC CLIMATE CHANGE

= Economics development
Economic structure &
trade

e Energy Sector

° Electricity sector Carbon PriCing Potential
regulation & policies in East and South ASia

POLITICAL Interim report

° Vested interests

» Public acceptability
> Green lobby

> Institutional

° Government knowledge
& capacity
Business knowledge
environment ° Institutional capacity

CARBON Cooperation across
PR'CING carbon markets

POTENTIAL

LEGAL MULTILATERAL

¢ Climate and low-carbon Economic integration
laws ° Diplomatic context

° International arbitration > Heterogenous climate

° International diffusion goals

= Constitutional powers > Multilateral architecture
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APPLYING THE
THEORETICAL FRAMEWORK

» 15 East and South Asian jurisdictions in a
series of detailed factsheets

* Revealed pathways for carbon pricing and
emerging opportunities in jurisdictions where
the challenges to it seem greatest

 Jurisdiction clustering

Interim report

Carbon Pricing Potential
in East and South Asia

Jurisdiction factsheets and clusters
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Bangladesh - Brunei * Hong Kong SAR
]
India B (ndonesia Malaysia
Mongolia Pakistan Philippines
Republic of China [ 3
(et Russia - Sri Lanka
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KEY HIGH-LEVEL FINDINGS
Ny Political

~— .« Reliance on oil, gas, and coal + dominance of fossil fuel
earnings in gov & export revenues / GDP provide
economic rationale and political interests that seek to
avoid high carbon prices

« Targeted / transparent communication about policy
instrument & counterweight of green groups and civil
society can help mitigate

Q Legal
= « Many jurisdictions have flagship climate law
» Robust regulatory and policy framework also necessary
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KEY HIGH-LEVEL FINDINGS (ll)

Economic

Structure of regulation and state of liberalisation of power markets key for
decarbonization (planning/dispatch) & effective carbon cost pass-through

Interplay between market regulation and carbon pricing in power sector +
energy subsidies create aversion to higher electricity prices

@ Technical

o

Most jurisdictions have some experience with MBMs (e.g., CDM, JI, JCM
projects) + established MRV

But many still lack detailed technical and administrative capacity
necessary to implement /operate carbon pricing
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KEY HIGH-LEVEL FINDINGS (IlI)

Multilateral

Climate cooperation under the UN framework can
facilitate carbon pricing

Economic cooperation under ASEAN framework
relevant for many jurisdictions in the region

Multilateral carbon pricing support initiatives (e.g. World
Bank PMR, CIACA, and ICAP) can be important

— transfer lessons in the design and implementation phases of
the instrument, especially important in a world of with border
carbon adjustment mechanisms facilitators

— transfer knowledge and help build capacity

Ols



JURISDICTION CLUSTERING

High impact
A

Low barrier

Most exposed to BCAs

- Jurisdiction
- @ x clusters \ » x

Bangladesh India Russia Thailand Philippines

Significant political Technical barriers but
economy obstacles conducive political conditions

acOem S0e = .

Bangladesh India Malaysia Mongolia Uzbekistan Philippines Russia

Ol

Note: Flags with a black ring appear in multiple clusters. Jurisdiction names in black are case study jurisdictions.



DEEP DIVE:
CASE STUDIES
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CARBON PRICING POTENTIAL

* Vietnam, Pakistan, Indonesia chosen to broadly represent
the jurisdictional clusters

* Incorporates findings from interviews with local and
international stakeholders based on stakeholder mapping
In each jurisdiction

« A detailed review of power sector regulation and its
interaction with carbon pricing

*

Ols



OBSERVATIONS FROM CASE STUDIES (1)

* Political

— Influence of and opposition from vested fossil fuel interests (both private
and public sector), especially with substantial fossil fuel reserves

* Legal

— All three countries have flagship climate laws; RE and energy efficiency
policy framework

— Fragmented institutional environment (esp. Indonesia and Pakistan) -
challenges of distribution of power between central/subnational
governments; coordination across public bodies

— Potential challenges from international investors in brown sectors who
may seek arbitration arguing that rights are violated by CPI (esp.
Vietnam and Pakistan)



OBSERVATIONS FROM CASE STUDIES (II)

* Economic

— Major power sector emissions and surging demand, so often first
sector to be regulated by CPlIs

— Dominance of state-owned enterprises, long term PPAs; fossil fuel
subsidies; ongoing reform processes; new investments in coal fired
generation; and heavily regulated wholesale and retail prices

 Technical

— Though three countries are at different stages of progress towards
CPI, main technical challenge is capacity and knowledge for
developing and operating MRV system

IR



OBSERVATIONS FROM CASE STUDIES (lll)

 Multilateral

— Significant motivator for CPIs in all three case study
countries:

o Use of CPl in all three countries’ major trade partners,
e.g., EU, South Korea, Japan, New Zealand & several US
States and Canada

o Move by EU to establish a CBAM and launch of the China
National ETS

OIS



KEY RECOMMENDATIONS (1)

Important to align CPIs with power market regulation/liberalisation

— Important benefits from joined up thinking on CPI and power market
regulation, strong legal framework for both and early needs
assessment

— Remove fossil fuel subsidies and provide targeted support

Dependence on fossil fuels and opposition from vested interests
can be a significant challenge to carbon pricing

— Engage with public/private sector, civil society and int’'| stakeholders

— Early engagement to explain carbon pricing rationale, raise
awareness about the instrument and understand stakeholder concerns

— Consider the pros/cons of instruments and design options
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KEY RECOMMENDATIONS (II)

Multilateral cooperation / dialogue key with jurisdictions already
with CPI or closer to implementation

Reflect best-practices, avoid common pitfalls, enhance design
harmonization to reduce leakage concerns & help with linking

Bi/multilateral dialogues in technical working groups to assess needs,
identify solutions to common problems - further cooperation

Open and early conversation with trade partners to anticipate
potential points of resistance and work on cooperative approach

Draw support/inspiration from others with relevant experience to
support technical capacity building, particularly for robust MRV

OIx
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