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General elements and background of the discussion: 

The discussion initiated with a general agreement that domestic offset programs do always take place in 

the context of existing and evolving regulations and incentives, some of them supportive to GHG 

mitigation, while others might in fact represent barriers. It was also discussed that a combination of 

specific policy instruments may be effective to address a combination of barriers. The value of project 

based domestic offset mechanisms was seen in the possibility to identify and promote cost effective 

mitigation, but other instruments such as supportive financing conditions, communication campaigns 

and regulation are often necessary to create the right enabling framework and assure project 

bankability. The group generally agreed that such policy interaction fact does not represent a problem 

under a capped environment as the issue of environmental integrity is not an issue as long as any 

emission reduction is accounted for at the national level. In conclusion it is therefore a question of 

economic efficiency when and how to apply and combine project based offset mechanisms with other 

policies and there are arguments that project based mechanisms can be an effective instrument to 

assure cost effectiveness. 

On the need to apportion a project’s mitigation effect among different policy measures:  

As long as project based mechanisms take place in a caped environment the group agreed that they 

represent a special kind of result based subsidy, rather than a carbon market instrument. Consequently 

there is no immediate necessity to apportion the mitigation effect to the different policy measures as 

long as the results are captured under the national inventory. The merit of quantification of the results 

in terms of t of CO2 reduced therefore is to be seen from the perspectives of i) transparency and 

monitoring of results and ii) communication value to the different project stakeholders. While 

transparency and monitoring of results is a universal benefit, the communication might be of special 

value to one or several of the project promoting stakeholders and the resulting emission reductions can 

be allocated according to their preferences. The Swiss offsets system was mentioned as an example 

where effective sharing between the private investor and governmental agencies was agreed. The 

example of JI projects in Spain has shown that the emission reductions awarded to the private project 

investor are much lower than the effect for the national allocations, which is another example of sharing 

the emission reduction benefits between state and governmental actors.  

On the possibilities and objectives of blending different policies and the effect on crediting of emission 

reductions:  



The discussion resulted on a general agreement that policies must be cost effective and that any 

blending should be undertaken with the objective to promote economically rational GHG mitigation and 

efficient use of governmental resources. The concern therefore is that projects which already earn high 

subsidies might get additional rents from selling carbon. Nevertheless excess subsidies are already a 

general problem and in fact well designed project based offset mechanisms (which were seen as a 

specific kind of subsidy) could be an effective instrument to improve the economic efficiency of the 

policy mix. The discussion also generated examples which illustrated that different policies often have 

different objectives. In the case of Austria, biomass energy is being promoted with high subsidies 

because the industry generates benefits for land and forest management. Likewise renewable energies 

such as PV are often being promoted for reasons of industrial policy. Therefore the effective blend of 

policies is often defined by a blend of objectives and the emission reductions and the resulting credits 

are only one of the aspects. 

Economic efficiency and Additionality 

The discussion of the results of the working group with the full group of delegates has shown that some 

see the concept of Additionality as a tool to assure economic efficiency. The argument that financial 

investment analysis could allow to differentiate between projects which require additional carbon 

revenues and projects which are already profitable on the basis of other support policies and subsidies 

was made and this is the principle applied by the Swiss offset system. In complement, it was mentioned 

that investment analysis for this purpose imply high transaction costs and might still be too subjective 

and not capable to capture all the barriers as was illustrated by the fact that vast Mitigation Activities 

with negative costs exist and are not being implemented. Especially for these cases, where barriers 

might be related to lack of awareness or culture, project based mechanisms where seen as potentially 

effective to trigger such activities, even if they would already be profitable without carbon revenues. 

Others mentioned that positive lists and sector wide benchmarks such as those applied in California are 

preferable. The general understanding therefore was that domestic offset mechanisms and mitigation 

policies in general have to be designed in cost effective manners, but that additionality in the sense of 

environmental integrity is not an issue as long as these projects take place under a capped environment. 

Based on this understanding the use of the additionality concept might be misguiding and economic 

efficiency of the policy mix might be a better term to address the problem. 


