
Designing and 
Implementing Domestic 
Carbon Crediting 
Mechanisms



Carbon Crediting - Overview
• Creates a supply of tradable credits for each unit of verified emissions 

reduction or removal.
• Are complementary and need a source of demand for credits to have 

value. For example, from:
− a tax or an ETS (e.g., reduce compliance costs by accessing abatement in uncovered 

sectors)
− results-based finance (as basis for recognizing climate benefits)
− corporations for voluntary purposes.

• Useful in sectors, activities, or regions where there are barriers to direct 
ETS/tax coverage.

Additionality
Reductions would 
not have occurred 

on their own.

Permanence
Safeguards can help 

protect against 
future reversals

‘Double counting’
Reductions cannot 
be used by more 
than one person

But additional challenges with 
achieving environmental integrity



A Guide to Developing Domestic Carbon Crediting Mechanisms: https://openknowledge.worldbank.org/handle/10986/35271

More detail in the crediting guide

https://openknowledge.worldbank.org/handle/10986/35271


Why use crediting?

Reduce emissions / help 
achieve climate targets

Reduce compliance costs

Broader benefits beyond 
mitigation

Mobilize carbon finance



What is
Carbon
Crediting?

Crediting values the emissions 
reduction, rather than pricing 

emissions. 



Carbon crediting markets
• COP26 Article 6 rulebook major milestone and improves certainty

− Creates path for contributions to NDC goals 

• Market fragmentation will likely continue 



Carbon 
crediting 
activity: 

trends 
differing 
across 
categories

Global Volume of Issuances by Crediting Mechanism Type (2018-2022)



Trends for 
carbon 
credit 
prices 
varied but 
generally 
declined

Prices of Standardized Carbon Credit Contracts 2021-2023



Crediting in the policy mix

Increase mitigation in 

activities and sectors not covered 

Reduce cost of compliance 

Avoid coverage overlap

Needs external source of 
demand 



Promoting environmental integrity

Source: ICVCM (2023). The Core Carbon Principles

To be effective, crediting mechanisms 

should only credit projects that are 

high integrity, underpinned by robust 

governance, and support sustainable 

development 



Balancing priorities

Mechanism environmental integrity

Project financial viability

Administrative capacity

Local infrastructure

Simplification through standardization

Outsourcing

Trade-offs 
between key design 

criteria

Balance 
competing 

criteria



Offset use 
in ETSs 
around 
the world

Source: ICAP (2023). Offset Use Across Emissions Trading Systems

South Africa and Colombia 
companies use credits to satisfy 

carbon tax obligations 

Singapore to allow offsets in 

carbon tax from 2024



Offset use 
in Carbon 
Taxes 
around 
the world





Using elements of existing 
crediting mechanisms

Chile, 
Colombia, 
Mexico, 
South 
Africa

CORSIA
California, 
Japan JCM

Alberta, 
Australia, 
China, Korea 



Governance and supporting 
systems – key elements

Monitoring, reporting and verification

• Methodology development

• Project registration, validation and verification

• Compliance and enforcement

Registry infrastructure and administration

• Credit issuances

• Transfers and acquittal/retirement

• Information publication

Governance

• Policy authority and oversight

• Rulemaking

• Implementation

• Technical advisory



Governance functions



THANK YOU


	Slide 1
	Slide 2: Carbon Crediting - Overview
	Slide 3:  More detail in the crediting guide
	Slide 4
	Slide 5: What is Carbon Crediting?
	Slide 6: Carbon crediting markets
	Slide 7: Carbon crediting activity:   trends differing across categories
	Slide 8: Trends for carbon credit prices varied but generally declined
	Slide 9: Crediting in the policy mix
	Slide 10: Promoting environmental integrity
	Slide 11: Balancing priorities
	Slide 12: Offset use in ETSs around the world
	Slide 13: Offset use in Carbon Taxes around the world
	Slide 14
	Slide 15: Using elements of existing  crediting mechanisms
	Slide 17
	Slide 18
	Slide 19: THANK YOU

