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Cheap Renewable Energy Should End the 
Outsourcing of Emissions Reductions 
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A fundamental challenge in addressing climate change is that the price of fossil fuel energy that emits 
carbon dioxide has been substantially cheaper than cleaner, renewable energy sources such as solar 
and wind.  However, the price of these renewable sources has been dropping rapidly in the past 
decade.  This bodes well for the global transition to clean energy that is so urgently needed, both to 
combat climate change and to provide power to the hundreds of millions of people who still lack 
consistent access to electricity. 
 
But the falling cost of clean energy also has important implications for international carbon markets.  
As the price of clean energy finally falls lower than that of fossil fuel energy in many parts of the 
world, clean energy project developers will not be able to satisfy the core requirement of carbon 
credits known as “additionality.”  That is, they won’t be able claim that their projects have prevented 
emissions from fossil fuels that otherwise would have occurred. 
 
For example, under the Kyoto Protocol’s Clean Development Mechanism, if a planned coal power 
project in a developing country is avoided because a solar power project is built instead, the solar 
project developer can claim to have prevented the emissions that would have occurred from the coal 
project.  The solar developer could then receive credits for the prevented emissions that could be sold 
on the market to a developed country, which could apply those credits to help achieve its emissions 
reduction target.  But if developers are unable to demonstrate that their projects actually avoided 
emissions that otherwise would have occurred, they cannot earn emissions reductions credits that can 
be sold in the markets. 
 
Likewise, any credits generated from projects that have not actually prevented emissions could be 
considered phony credits.  If traded in the markets to regulated entities responsible for reducing 
emissions, such phony credits could imperil our critical and very belated efforts to stabilize the global 
climate system.  This is because such credits would allow continued emissions in one location on the 
incorrect understanding that an equivalent amount has been prevented elsewhere.  
 
Although carbon dioxide emissions continue to rise twenty-five years after the United Nations 
Framework Convention on Climate Change was agreed, the falling price of renewable energy suggests 
that a turning point is finally near.  Back in 2014, Eric Luo, the CEO of SunTech, then the world’s 
largest solar module producer, made headlines by declaring that in China that the price of solar would 
be cheaper than coal by 2016, and by 2017 at the latest.  In 2017, it is not yet clear that this is the case, 
but it still remains possible by 2020, the year that the Paris Agreement on climate change takes effect. 
 
The world should find hope in the decreasing price of renewable energy and not squander important 
gains by allowing carbon emissions to continue in some locations based on questionable assertions 
that carbon emissions in other locations have been avoided.  Where renewable energy is already 
cheaper than fossil fuel energy, including likely in China and India quite soon, no credits that would 
allow emissions elsewhere should be allowed. Those who expect to generate and sell, or to purchase 
and utilize, carbon credits from clean energy projects in China and elsewhere in coming years should 
take note.  They may have to reduce their own emissions at home.  And like the falling price of 
renewable energy, that’s another positive development that’s far been too long in coming. 
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