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Under crediting as it is currently known (i.e. project-based CDM), project 
performance is assessed against a baseline. In the case of power generation, 
the baseline could be expressed as the carbon intensity of power generation, 
in tonnes of CO2 per unit of electricity output measured by megawatt-hours  
(tCO2 /MWh). Credits would be issued in quantities corresponding to the 
difference between actual performance and the baseline (in tCO2 /MWh), 
multiplied by the total output (MWh). The performance would be measured at 
the country level; how a country would then implement changes domestically is 
another question. The main difference between an absolute emissions cap and an 
intensity target is that the latter would not result in credits from savings achieved 
through lower electricity demand.14 This is illustrated in Figure 14. In the policy 
scenario that we envision for sectoral crediting, we therefore deduct mitigation 
through end-use energy efficiency. 

14. �This is an important difference with an absolute cap on emissions, whereby all reductions below the agreed cap would be 
eligible for sale, whether they result from end-use savings and lower electricity output, improvements on the generation 
side, or any other external factor.
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From power generation to generating CO2 credits
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Figure 14: From power generation to generating CO2 credits

Note: The above illustrates crediting for all power sector abatement in developing countries, on the basis of 
the business-as-usual (Reference Scenario) CO2 intensity in 2030. CO2 mitigation achieved through electricity 
savings would be subtracted from the equation: credits only applied to actual generation.
Source: Numbers taken from IEA, 2008g.

K E Y  M E S S A G E

Under a crediting mechanism based on performance (CO2 per MWh), credits are based on actual,  
not projected output. The quantity equivalent to the box labelled “CO2 reductions in generation”  

would be eligible for crediting.
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