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Economic Analysis of Introducing a Natural Gas Cogeneration System as a Clean Development
Mechanism Project between Japan and China
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Abstract

Analyses are made in introducing combined heat and power (CHP) as a case study of clean development
mechanism (CDM) project in an industrial area in China. An optimization-type model is originally developed that
satisfies actual demand data in the area for electricity and heat, and that calculates energy cost and emissions of
CO: and SOx. By using the model, parametric surveys are carried out for CHP capital costs and natural gas prices
that inherently include large uncertainties, and revealed that in some cases the CHP will be voluntary (i.e., without
financial support from an investor’s country) introduced in China, and that in some cases the CHP can be
introduced as a CDM project with financial support by the country. We also found some combination cases of
CHP capital costs and CO: reduction credit values that can be compatible to CDM, and suggested that by sharing
economic profits yielded by the projects introducing the CHP, constraints can greatly be mitigated in order to
make the projects compatible for CDM.
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