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Baseline setting can help ‘go beyond offsetting’, by ensuring stringent 
baselines that promote ambitious deviation from Business As Usual 

emissions and ambitious target setting target 
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Illustration of how a baseline for NMM could be defined 

We could base it on 
science to ensure we 
are in line with 2°...  

but likely to be a 
political decision 

Introduction – Setting baselines can help 
‘go beyond offsetting’ 
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Climate Change Agreements (CCAs)  
showed  the challenges of setting baselines  

• High level of aggregation: 
- Targets negotiated at sector level 
- Sector associations allocate targets 

to individual sites  
 

• Mixed targets, all converted to CO2 
for trading purposes :  

- Absolute or Relative 
- Energy or Carbon 
- Most are relative energy 

 

• Emissions reductions in excess of 
targets can be traded with other 
sectors which have not met their 
targets 

Currently 
• Targets will apply directly to units 

 

• Simplification of boundaries to reduce 
complexity, e.g.:  
- Remove overlap with EU ETS 

emissions 
 

• Trading was limited by liquidity 
problems – to solve this: 

- Buy-out mechanism   
 

• Next phase up to 2023 
 

 

Going forward 

CCAs are voluntary agreements with specified sectors to reduce sectoral 
emissions and secure exemption from Climate Change Levy (energy tax) 



The EU ETS has evolved from a decentralised  
approach towards a more centralised approach 

 
• Learning by doing 
• Bottom-up 

allocation, with 
grandfathering 

• Post effort by power 
sector 

 
• Delivering (part of) 

Kyoto targets 
• Improved allocation: 

grandfathering but 
higher level of 
auctioning 

• Linking with CDM/JI 

 
• Delivering (part of) 

EU 2020 target  
• Top-down cap-

setting 
• Allocation based on 

efficiency 
benchmarks 

• No allocation to 
power sector 

Phase I  
2005-2007 

Phase II  
2008-2012 

Phase III 
2013-2020... 



Phase II 

• Grandfathering 

• Free allocation 

• National allocation 
rules 

Issues 

• Limited reward for 
early action 

• Different 
incentives in 
different states 

• Knowledge 
imbalance 

Phase III 

• Benchmarking 

• Allocations 
decrease at a set 
rate over time 

• No power sector 
allocations 

• EU wide 
allocation rules 

The introduction of benchmarking has been 
one of the key changes to Phase III 
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Lessons learned from baseline setting in 
the UK can be used to design NMM 

1. Data requirements may dictate initial options 
 

2. Balance industry needs with ambition 
 

3. Expect changes to occur 
 

4. Promote transparency 
• In the way baselines are set 
• In verification to ensure credits are recognised 

 
5. Simple is better 

 
 

 

5 take-home messages 



 

Thank you! 
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