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On this page: Find the assessment process for a comprehensive evaluation of the given country's ERC
policies and ingtitutional arrangements. Read more below, or visit Strategic Guidance for Country System
Assessments, Guidance for Countries in Assessing ERC Projects, or Mobilizing ERC Finance.

The Framework enables comprehensive evaluation of the given country’s ERC policies and institutional
arrangements. See Figure 3. The assessment process consists of four steps:

Figure 3. Country assessment process

Step One: Define country context

Step Oneisto evaluate the country's policies and ingtitutional arrangements pertaining to ERCs. This should
contextualize existing policies and potential policy recommendations within the national decarbonization
agenda. It includes identifying the envisioned role of ERCs—considering targets from respective nationally
determined contributions (NDCs)—as well as the associated mitigation activities committed to be
undertaken.

This exercise must also lay out whether the country intendsto roll out its own domestic crediting mechanism.
The decision to roll out a crediting system may be driven by different objectives such as to ensure the quality
of the credits generated locally, to have a more robust account of the activities that may contribute towards
the country’ s NDC:s, or to facilitate the tracking of potential Article 6 transactions, to name afew. In any
case, the framework components of S3. Globally accepted methodologies, V1. Robust MRV approaches, and
V2. Adequate VVB capabilities will be applicable to such countries and may be less relevant to countries
choosing to leverage independent crediting mechanisms.
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In addition, this assessment will review the historical supply and demand of ERCs in both voluntary and
compliance markets to understand current capabilities and experience in relation to project devel opment.
Lastly, ahigh-level timeline of policy implementation and institutional developmentsin relation to ERCs will
be considered to understand the country’ s progress and efforts towards decarbonization.

Understanding the context in which a country’s ERC policies and institutional arrangements are developed is
crucial to evaluate the current state of the national ecosystem and identify potential areas for improvement.
This comprehensive approach enables decision-makers to ensure that policy recommendations for ERC
development and implementation are well-informed and aligned with the country’ s decarbonization goals.

Step Two: Assess against guidelines

Once the country context is defined, the next step is to conduct a comprehensive analysis of the national
policies and institutions landscape. Each of the 11 Framework components will be assessed as follows:

MBS Practice it Blace: Best practiceisin place, in that objectives for the building block are fully
addressed and the guideposts for green status are present in their entirety, including those labeled as best
practice guideposts

80 YEs Gt H BlAce: Best practiceisin place in that the objectives for the component are fully
addressed and the required guideposts for green status are present in their entirety.

S Brients T Place: The objective is not fully met or addressed for the component because a
significant portion of the sub-components are not present. The missing sub-components must be foundational
to reaching the objectives for this assessment.

TUBEEIRG devdBpttent: The policy or the institution is yet to be developed and/or have been announced as
future developments by the government.

The initial implementation of this assessment will align with the simple rating scale outlined above,
reflecting the current maturity of the ERP ecosystem, whereby only alimited number of markets will have
comprehensive and up-to-date policies relating to voluntary carbon credits. The mgjority of these mature
ecosystems will be located in devel oped markets where the political and socio-economical context, as well as
policy objectives, will be markedly different from devel oping markets. A rating scale with more graduations
and permutations may be more relevant once the global policy landscape matures, and/or reaches more
substantial scale.

Furthermore, in assigning ratings to a country's policies and institutions, it is essential to frame such
assessment against a number of key considerations.

First, that the assessment should primarily addressif the objective of the component is addressed, and not
how they directly compare to other markets, acknowledging that policy actions may take the form of
different mechanisms given the specific context of each respective market.

Second, that the guidelines are designed to reflect that implementation of good policy and institutional
frameworks will result in good outcomes. Country policies and institutions should be assessed against setup
and design choices—and subsequent implementation mechanisms—which are within the control of the
government, and not against outcomes that may be outside of the control of the government.

Lastly, that policies and institutions analyzed in this exercise are current policies already enacted,
implemented, undergoing implementation, or with an existing legal basis given the political context of the
country. Announced policies should still be acknowledged where possible and will be critical in the
formulation of policy actions and recommendations, ensuring that the proposed actions are building on



current progress of the government.
Step Three: Propose action plan

Step Three looks to build upon the initial assessment of the country’s ERC policies and institutional
arrangements and propose actions to address any gaps identified in Step Two, informed by the country
baseline established in Step One. Actions proposed are informed by detailed analysis of potential models
from other countries as applicable and will reference case studies where possible and relevant. This will
include reference to known and upcoming policies within the country related to the 11 key components, and
how they may be accepted as awhole, taken forward, or amended based on target objectives. Thiswill ensure
that the proposed actions are feasible, realistic, and build on the current progress of the government.

Step Four: Createroadmap

Once proposed policy actions are identified, the next step is to determine the appropriate sequencing of their
implementation. Thisinvolves three key factors:

e Impact/materiality - To determine the optimal sequencing of proposed policy actions, the materiality
of each identified gap must be carefully considered to ensure the achievement of the overall policy
landscape objectives. The range of options for sequencing can be categorized into three levels of
impact:

o High: Current state may deter investmentsin ERC projects and/or impact credibility of local
ERCs.

o Medium: Current state not optimal in achieving the overall policy |landscape.

o Low: Further policy actionslikely to be incremental in improving the overall policy landscape.

e Resour ces needed - The current capacity of the country to address the identified gaps and the extent of
resources needed by the government to address the gap must also be taken into account. The range of
options for resource requirements and current capabilities are as follows:

o High: High resources are required, and there are currently no capabilities in place to implement
the proposed policy actions.

o Medium: Medium resources are required, and there are some capabilities and experience in place
to implement the proposed policy actions.

o Low: Current capabilities and experience are in place to implement the proposed policy actions.

o Low to High: Thereis potential for lower-resource models to be implemented initially, before
devel oping more sophisticated/high-resource models, depending on the specific context of the
country.

The application of these first two factors can be broadly framed in the following manner, resulting in the
classification of the 11 components of the framework into three distinct phases. See Figure 4.

Phase One encompasses the foundational elements that are essential to establish arobust ERC supply market
and must therefore be started immediately. Given their criticality in building a sustainable and resilient ERC
ecosystem, these elements require a high level of impact. Nonetheless, they necessitate relatively low
resource investment compared to the more complex elements, which may be more time-consuming to
implement.

Phase Two comprises critical elements in scaling the supply of high-integrity ERCs =. These elements, like
those in Phase One, require ahigh level of impact and are essential to the market's sustainability and
resilience and must be started immediately. However, they also require more significant resources, capacity,
and effort to implement effectively. The complexity of these elements means that they may take longer to
establish and may even be implemented gradually (starting with basic functionalities and progressing to
advanced functionalities later on), but their successful implementation will pave the way for the creation of a



robust ERC market.

Phase T hr ee encompasses the elements that are necessary for ensuring long-term viability of the ERC
market. While these elements are not critical in the short term and can be deterred in terms of sequencing,
they are still deemed important in the longer term and would require a moderate level of capacity and
resources to implement.

When developing an action plan for a specific market, it isimportant to consider athird factor that provides a
more nuanced view of the overall roadmap:

e Estimated timelines - Based on comprehensive understanding of a country’s unique context, it is
important to consider the potential overall timeframe for implementing the policy actions proposed,
based on historical policy developments within the country. This factor should be considered in
conjunction with the impact and capacity required factors to ensure that policy actions are sequenced
appropriately. Generally, this timeframe can be divided into three phases:

o Short term: Thisis the shortest timeframe in which policies can be realistically developed and
implemented within the country context, typically ranging from 1-3 years.

o Medium term: This timeframe may be applicable to policies requiring some level of specialized
knowledge and capability and typically ranging from 3-5 years.

o Long term: Thisisthe longest timeframe in which policies can be implemented within the
country context, expected for sectors requiring specialized knowledge and capabilities and
ranging from 5-7 years.

Taking into consideration estimated timelines alongside the impact and capacity required allows
policymakers to create more comprehensive and realistic action plan(s) for implementing policies related to
ERCs. See Figure 4.

Elements are proposed to be sequenced based on impact and or materiality to the overall ERC objectives as
well as the relative ease of implementation

figure 4. Proposed sequencing of framework elements
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Related Content

® Strategic Guidance for Country System Assessments (Download PDF version)

® Guidancefor Countriesin Assessing ERC Projects (Download PDF version)

® World Bank Emissions Reduction Program: Mobilizing ERC Finance (Download PDF version)

Additional Resour ces

e PPP Legal Framework Snapshots (A-C)
e Country Profiles
e PPP Reference Guide - PPP Basics

This section is intended to be a living document and will be reviewed at regular intervals. The Guidelines
have not been prepared with any specific transaction in mind and are meant to serve only as general
guidance. It istherefore critical that the Guidelines be reviewed and adapted for specific

transactions. Unless expressly stated otherwise, the findings, interpretations, and conclusions expressed in
the Materialsin this Ste are those of the various authors of the Materials and are not necessarily those of
The World Bank Group, its member institutions, or their respective Boards of Executive Directors or member
countries. For feedback on the content of this section of the website or suggestions for links or materials that
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