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Basics: 

 An offsetting activity is additional if it would not take place in the absence of the 

carbon credit revenues accruing to that activity. 

 In a capped system such as an Annex I country, the environmental integrity of a 

domestic offset scheme (DOS) is not a concern. 

 Rather, additionality is important to ensure economic efficiency in emissions 

mitigation, and to avoid undesired distributional effects. For non-additional activities, 

carbon credits represent a windfall profit, at the expense of the public having to spend 

extra resources to achieve the additional emission reductions required to meet the 

cap. 

 The critical question is: How should additionality be ensured? 

Approaches: 

 Two basic approaches can be distinguished: a-priori assessment vs. project-by-

project assessment. 

 Under a-priori approaches, the regulator declares certain types of activities as 

additional by default. This is typically referred to as a positive list. Sub-types of 

activities can be distinguished through detailed eligibility criteria. For example, landfill 

gas flaring activities could be declared additional or non-additional depending on the 

landfill size.  

 A-priori additionality is indispensable for programs of micro-scale activities where the 

transaction cost of assessing each individual activity is prohibitive. 

 Combining a-priori additionality with baseline emissions (“benchmarks”) has hardly 

brought any breakthroughs. Conceptually, there remains merit in assessing 

additionality and baseline emissions levels separately.  

 On a project-by-project basis, additionality can be assessed through one or a 

combination of the following: barrier test, common practice / first of its kind test, or 

investment test. 

 Barrier tests often suffer from a lack of robustness, especially if the barrier can be 

monetized and integrated in an investment test. 



 Common practice tests serve as an empirical assessment whether there are barriers 

preventing market uptake of a technology. Yet little progress has been made in 

determining robust cut-off penetration rates.  

 Investment tests are complex, involving high transaction costs which can quickly 

become prohibitive for smaller activities. Their results are often far from being 

unambiguous, due to the inherent uncertainty in input parameters, including the 

choice of appropriate financial benchmarks. 

 Yet investment tests are widely acknowledged as the most robust proxy for 

additionality, at least for activities involving significant financial outlays and not 

suffering from evident other barriers. 

To the regulators: 

 Regulators are called to recognize that perfection is unachievable when it comes to 

additionality. There is no silver bullet, but a need for approaches custom-tailored to 

the specific circumstances of the DOS and the type of activity. 

 Regulators should recognize that a balance needs to be struck between excluding 

non-additional projects (“excluding false-positives”) and not excluding additional 

projects (“false-negatives”). 

 Regulators are expected to define and declare their objectives and rules for 

additionality early and transparently. 

 Standardisation is key for minimizing both transaction costs and the scope for 

gaming. For investment tests, standardization is required at the level of calculation 

rules & tools, as well as input parameters. Standardisation of financial profitability 

benchmarks is most sensitive. This could potentially be alleviated by applying 

differentiated crediting periods, rather than defining single cut-off benchmarks above 

which an activity is deemed non-additional. 
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