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History
‘Transaction costs do, and should, fashion 
the institutions which make up the economic 
system’

Property rights can be assigned to pollution, 
with "arbitrage" between actors with varying 
costs of pollution reduction resulting in more 
efficient environmental solutions than 
regulation

Laid the foundation from the 1970s for trade 
in pollution credits, for coal power, oil and 
gas and ozone depleting chemicals under 
the Montreal Protocol
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5% cuts to emissions by 
Annex I countries
Included forests 
(controversially)
Flexibility mechanisms
• Joint Implementation
• Emissions Trading
• Clean Development 

Mechanism

1997 UNFCCC breakthrough

1999: IETA formed by businesses including 
Transalta, BP, Rio Tinto, Mitsubishi, KPMG, 
Norsk Hydro
2000: IETA publishes the first voluntary carbon-
market standards, to help companies looking to 
voluntarily offset their emissions and 
demonstrate corporate responsibility. 

Key concerns for forest offsets:
• Baseline
• Additionality
• Leakage
• Permanence
• Measurement ’flexibility’ and  uncertainty
• Finance flows
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CDM
• Gaming of manufacture of ozone depleting substances > depressed prices
• Very tight rules around scale land-based options > few benefits for developing 

countries
REDD+ was included from mid-2000s
• Avoided deforestation and degradation plus enhancing carbon stocks (ARR, IFM)
• Focus on developing countries, but few had sound regulatory frameworks
• ‘Carbon cowboys’ signing up options national or local carbon rights of dubious 

legality
• Meant to be cheap, easy and quick…reality is anything but
Led to stronger involvement of World Bank and others, investment in ‘readiness’, 
stronger vetting processes for VCM projects

Post Kyoto Controversy
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Controversy over VCM marketts
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Integrity – are buyers purchasing genuine emissions reduction

Quality – do credits provide additional benefits beyond carbon sequestration: for 
communities, to reduce poverty and improve biodiversity, natural capital and 
ecosystem services

Issues
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Market proliferation and complexity
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Current situation
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Buyers growing but growth slowing

AlliedOffsets. 2024. End of Year Report: VCM 2024 Review and Emerging Trends for 2025
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Oversupply

AlliedOffsets. 2024. End of Year Report: VCM 2024 Review and Emerging Trends for 2025
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Implications
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Premium for quality
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Future directions
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https://www.linkedin.com/pulse/rising-geopolitical-uncertainty-nigol-koulajian/
https://fastercapital.com
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Price – supply vs demand 

Hacking – measurement tech

Stacking – integrating quality benefits

Packing – insetting and off-market trades

Future directions
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Price projection

AlliedOffsets. 2024. End of Year Report: VCM 2024 Review and Emerging Trends for 2025
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Volume of trade by credit type

AlliedOffsets. 2024. End of Year Report: VCM 2024 Review and Emerging Trends for 2025
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Technology (hacking)

New satellites and 
platforms offer 
potential efficiency, 
accuracy and 
integrity

Needs
• Availability
• Standards
• Data sharing

https://rmi.org/can-we-count-on-forest-carbon-credits/



CO-BENEFITS

 Benefits that occur incidentally from, or through 
planning and implementing, a greenhouse gas 
mitigation project that results in a.

 Environmental (improved biodiversity or water benefits

 Social or local economic

Challenges and limitations:
Measurement metrics and costs
Providing information to the market (stacked vs. bundled)
Fungibility and tradeability

Investors want to see co-benefits but often not willing to pay the price



Social Equity

Dimensions of social equity in ecosystem management
(Pascual et al., 2014; adapted from McDermot et al., 2013)

Social equity pillars Carbon standard 
requirements

Procedure Stakeholder 
engagement / 
safeguardingRecognition

Distribution Benefit sharing

Context Eligibility criteria / 
safeguarding
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Insetting

“Acquiring Campbell Global provides us with an opportunity to 
strengthen and diversify our ESG focus, including building a 
robust carbon sequestration platform,” 
Anton Pil, Global Head of J.P. Morgan Global Alternatives.  
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 International carbon market landscape is becoming more complex and uncertain
  buyers have multiple options for meeting their needs, sellers carry more risk

 New tech can drive down measurement and verification costs but standards at scheme level are 
required to assure buyers they get what they pay for

 Buyers need balance trade-offs between quality (environmental and social co-benefits) and price and 
decide what is appropriate to their needs and goals, and how they provide that information to their 
market and stakeholders

 Unclear whether market price differences will be sufficient to develop high quality credits
 Integrating environmental and social co-benefits can diversify income and lower project risk
 Buyers seeking high quality will likely need to commit to offtake agreements at agreed prices to 

encourage projects that meet their needs
 Carbon standards need to evolve beyond minimum requirements for social benefit sharing to involves 

individuals and communities in scheme design and to recognize local knowledge, culture and needs

 

Conclusions



Aacknowledgement to Oliver Miltenberger and Alessia Cascione
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