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Impact of national 
and local policy 
environment on 
carbon offset projects

National and local policies play an important role in encouraging or discouraging the development of carbon offset 
projects, and particularly how the rural poor can benefit from such projects. The policy environment of any given 
developing country can support the development of ‘pro-poor’ carbon offset projects in the following ways:

Definition of rights to sell carbon: Few countries currently have regulations that define rights to sell carbon. This 
does not necessarily mean that carbon cannot be sold, but it does mean that ownership and transfer rights need 
to be negotiated on a case by case basis. This could have a number of implications:

Often carbon rights run with tree or land ownership, which may affect the ability to establish carbon offset • 
schemes in cases where this is unclear or contested.
A lack of national legislation could contribute to elite capture if processes for defining carbon rights are not • 
well defined.

Key points:
National and subnational institutions need to be supported or established to enable carbon • 
offset projects to contribute to sustainable development.

 The key areas of focus for such institutions to help enhance the potential of carbon offset • 
projects to provide benefits for poor rural communities include:

 establishing clear definitions of carbon rights which respond to the needs of the poor; • 

 policy coordination; • 

 providing guidelines for and promoting best practice in project implementation; and • 

 strengthening institutions at national and local levels that can monitor and evaluate • 
project impacts.
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Coordinated policies: Policies that are used to 
encourage carbon offset projects, such as renewable 
energy targets, often do not have the intended impact 
due to other unfavourable and counterbalancing 
policies such as fossil fuel subsidies and/or electricity 
pricing. However, carbon offset projects also suffer 
from the perverse problem that if countries have a 
policy environment which provides support a given 
technology, it could be hard to establish an offset 
project using that technology. This is because it would 
be hard to prove additionality (i.e. that the project would 
not have happened without carbon finance).

Best practice guidelines for project activities: 
National guidelines for implementing development 

activities (such as community forestry) can be helpful 
to ensure that carbon-funded activities apply the best 
possible practice in the local context. Often carbon 
offset projects incorporate project approaches that are 
defined in other government policies.

Institutions to promote project development: 
Institutions can be supported (or new ones created 
where appropriate) at national and sub-national levels 
to help encourage and support project development. 
These may include a ‘Designated National Authority’ 
(DNA) which establishes guidelines for project 
implementation and approves projects. Other important 
institutions include District Environmental Offices that 
conduct environmental impact assessments, and 
Investment Bureaus that promote projects. 
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Bioenergy carbon offset projects in the Indian 
policy context

For over two decades, India has encouraged and 
implemented bioenergy programmes, implemented 
through the Ministry of Non-conventional Energy 
Sources (MNES). Through the MNES 11th plan 
and the GOI’s Renewable Energy Policy, India has 
developed a policy for all-round development in 
the sector, with objectives to meet the minimum 
energy needs through renewable energy, to provide 
decentralized energy supply in agriculture, industry, 
commercial and household sectors in rural and 
urban areas. The policy hopes to achieve a target 
of 10% of additional grid power to come from 
renewable energy by 2012. In order to achieve 
this target, MNES has provided incentives for 
investing in renewable energy technologies such 
as providing interest and capital subsidies, soft 
loans, and government backed fiscal incentives 
for the renewable energy sector (such as tax and 
duty exemptions or reductions). This type of policy 
environment can help encourage the investment 
climate for investing in renewable energy carbon 
offset projects.

Although subsidies and other financial incentives 
are available for biomass and biogas power plants 
for distributed power generation, there are often 
some difficulties in accessing these subsidies, and 
incentives provided for other energy sources tend 
to prevail. For one, the high subsidies provided to 
fossil fuels create an uncompetitive playing field for 
biomass technologies. The unfavourable electricity 
pricing with comparatively low government tariffs 
provided for bioenergy-based power means that 
investment in bioenergy is not an attractive option.

Forestry carbon offset projects in the Uganda 
policy context

There is currently no specific legislation on 
environmental service rights in Uganda. Such 
rights are usually linked to land ownership. On 
National Forest Authority (NFA) land the current 
understanding of the Ministry and the NFA is that, 
whilst the “NFA has all rights, title and interest to the 
emissions reductions generated, including those 
generated by any community or groups participating 
in implementing the Project Activity”, the community 
association is entitled to both the revenue from the 
trees they plant and from the carbon. Community 
groups will be paid by the NFA for the carbon they 
have sequestered, but the NFA will maintain overall 
responsibility for the project implementation and 
delivery of the emission reductions. Depending on 
how agreements are made between communities 
and national bodies, such processes could pose 
risks for local communities.

Community-based reforestation projects have 
been informed by Uganda’s national guidelines 
on collaborative forest management. However, if 
these are weak or poorly applied, the outcome for 
communities may be insufficient and inequitable 
with the resulting risk of reduced sustainability for 
the project. 


