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CARBON NEUTRALITY OF THE SCO COUNTRIES:
PROSPECTS AND PROBLEMS FOR CARBON
MARKET INTEGRATION

Conference remarks by Michael Oshchepkov

Abstract:

The paper highlights the challenges and opportunities of integrating
carbon markets within the Shanghai Cooperation Organization
(SCO) in pursuit of carbon neutrality among its member states. The
paper was presented by Michael Oshchepkov at the VI International
Municipal Forum of BRICS countries in Moscow and emphasises the
potential of a unified carbon credit market to enhance emissions
management and stimulate green technology innovation. However,
significant barriers exist, such as regulatory discrepancies, a lack of
uniform standards and transparency issues. The article advocates
for collaborative efforts to develop a cohesive regulatory framework
necessary for overcoming these challenges. Additionally, exam-
ples like Gazprom MCS’s methane reduction project illustrate the
quality of carbon credits that may strengthen the SCO’s carbon
market. Overall, effective cooperation among SCO states is seen as
crucial for enhancing economic ties and addressing global climate
challenges.
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YrnepogHas HeiTpanbHocTb ctpaH LLIOC: nepcnekTuBbl U Npo61eMbl MHTErpaLMK YINEPOAHbIX PbIHKOB

AHHoTaums: B cTaTbe 0CBeLaloTCs akTyanbHble MpobaemMbl U BO3MOXHOCTU 418 UHTErPaLMK YINepoaHbIX PbIHKOB CTPaH-y4acTHuL, LLlaHxait-
CKoM opraHusauun cotpyaHuyectsa (LLOC), koTopble nocnenoBaTenbHO ABMXKYTCS K AOCTMXKEHWIO Lienel no yrnepoaHON HeWTpasbHOCTU.
MpeseHTaums Muxanna Owenkosa Ha VI MexayHapoaHoM MyHuumnanbHoM dopyme ctpaH BPUKC B Mockse noauépkuBaet 60/bLuoOW
noTeHUMan eauHOro pbiHKa YINEPOAHbIX eAWHUL, ANS YAyYLWEeHUs YNpaBaeHns BbIGpoCcamMu U CTUMYIMPOBAHUS MHHOBALMIA HA MexXAyHa-
poaHoM ypoBHe. OgHaKO CerofHs CyLeCTBYIOT 3HauMUTeNbHble Hapbepbl, NPensaTcTBytoWmMe GOPMUPOBAHMIO EANHOTO YINIePOAHOMO PbiHKA
cTpaH-yyactHuy, LLOC. 310 M He06X0AMMOCTb CUHXPOHM3ALMK PETYNSTOPHBIX MEXAHU3MOB, U OTCYTCTBME eMHbIX CTaHAAPTOB peanu3aumu
KIMMaTUYeCKMUX MPOEKTOB, U NpO6NEeMbl TPAHCMAPEHTHOCTU AaHHbIX. ABTOP NoAYEpKMBaeT HeOHX0AMMOCTb COBMECTHBIX YCUAUI ANs pas-
paboTkn efMHOM HOPMaTUBHO-NPABOBOM Ha3bl, kKOTOpas NO3BonMAa H6bl NPeoAoNeTb 3TM Hapbepsbl. YCNeLHble MPUMEpbI YXe peannsyembix
KIMMaTUYeCKUX MPOEKTOB AEMOHCTPUPYHOT LUMPOKUE BO3MOXHOCTU POCCUIACKOTO PbIHKA YrNEPOAHbIX €AWMHML, KOTOPbIA MOr 6bl BHECTU
3HaYMTENbHbIN BKNaA B GOPMMUPOBaHKUE eaMHOro YIEePOAHOro pbiHKa Ha BceM npoctpaHcTee LLOC. Mo3atoMy addekTMBHOE COTPYAHUYECTBO
Mexnay rocyaapcrsamm-uneHamm LIOC paccMaTpuBaeTCs Kak KoY K YKPENNeHWI0 3KOHOMUYECKMX CBS3eN U peLleHnto robanbHbIX KnMma-
TUYeCKMX npobnem.

KntoueBble cnoBa: BbIGPOCHI MAPHWUKOBbIX Fa30B, MHBECTUMLMM B BO30OHOBNSIEMYIO IHEPIUIO, KIIUMATUUECKME MPOEKTbI, MEXAYHAPOAHOE
COTPYAHUYECTBO, HOpMaTHUBHas 6a3a, yrneponHas HEUTPaNbHOCTb, yrepoaHble pbiHkK, LLIOC
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The VI International Municipal Forum of the BRICS
countries was held in Moscow at the Expocentre site on
August 27-28, 2024. This annual large-scale event is at-
tended by representatives of federal, regional and municipal
authorities, as well as large corporations. During the forum,
participants discussed the socio-economic development,
cultural integration, health problems, information technol-
ogy and other issues of the BRICS countries. Michael Osh-
chepkov, Researcher at RC ENERPO, European University at
St. Petersburg, delivered a presentation titled “Carbon Neu-
trality of the SCO Countries: Prospects and Problems of In-
tegration of Carbon Markets”. The report contained the fol-
lowing theses.

The Shanghai Cooperation Organization (SCO) unites large
countries with significant potential to reduce greenhouse
gas emissions. The pursuit of carbon neutrality is a common
goal of all SCO member states and opens up new opportuni-
ties for cooperation in the climate field.

One of the most promising areas of cooperation in the field
of climate is the creation of a common market for carbon
credits. A common market would optimise emissions ma-
nagement and stimulate the introduction of innovative te-
chnologies, increasing the effectiveness of combating clima-
te change. The integration of carbon markets can strengthen
trade and economic relations between the SCO member sta-
tes, creating new opportunities for cooperation in the field of
green technologies. In particular, the implementation of this
direction will require additional efforts to invest in climate
projects, including in the field of renewable energy, contri-
buting to the transition to a low-carbon economy of all SCO
member states.

The idea of the need to integrate carbon markets has many
supporters, but this process is associated with a large num-
ber of barriers. The main obstacles are:

- Differences in the regulatory framework. The national car-
bon emission control systems of the SCO countries differ
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significantly, which, in turn, creates obstacles to the rapid
integration of greenhouse gas emission reduction mar-
kets. It is necessary to synchronise the national systems of
all participating countries, and this is a long and complex
process.

- Lack of uniform standards. Uniform and universally recog-
nised standards for the implementation of climate proje-
cts are lacking, which makes it difficult to create a single
market and creates barriers to international trade in car-
bon emissions reductions.

- Transparency and accountability issues. An effective mo-
nitoring, verification and reporting system is needed to
ensure transparency in carbon markets as well, which will
then need to be recognised by all participating countries.

Strengthening cooperation between the SCO countries in the
field of climate will help overcome existing problems and cre-
ateconditionsforthe successfulintegration of carbon markets.
In particular, the creation of a unified regulatory framework
for requlating greenhouse gas emissions and standards for
the implementation of climate projects within the SCO would
ensure compatibility between different national systems.

Russia is now actively moving in this direction, having laun-
ched a regulatory framework to limit greenhouse gas emis-
sions and implement climate projects aimed at preventing
and/or reducing greenhouse gases. Currently, Russia is im-
plementing an experiment to achieve carbon neutrality in
an individual region — Sakhalin. The first Russian projects,
contrary to the expectations of the community, can already
boast a high level of compliance with the world standard.
For example, the project implemented by Gazprom MCS to
prevent the release of natural gas (methane) during the pre-
paration of sections of main pipelines for repair work has not
only been validated and verified according to Russian stan-
dards, but also previously passed similar procedures accor-
ding to the international ISO standard and has a certificate
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of compliance with the UER (Upstream Emission Reduction)
industry program. The carbon units generated as a result of
the implementation of such a project could well become
a commodity in the SCO unified carbon market, since they
have the necessary level of quality.

While the success of Gazprom MCS could very well present
advantages across the SCO, the integration of carbon mar-
kets within the organisation is a complex process that re-
quires coordinated efforts by all member states. The advan-
tages include increasing the reduction of greenhouse gas
emissions, attracting investment, stimulating innovation and
strengthening trade ties between countries. All these ideas
together make such cooperation very promising both for
strengthening integration ties between countries and stimu-
lating the economic growth of participants, while working to
solve the global climate problem, which the European Uni-
versity at St. Petersburg is dealing with in particular.
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