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In the last five years, the voluntary 
arbon arket (VCM) has seen an 

unprecedented growth in demand for 
carbon credits from voluntary climate 
change mitigation activities. This 
growth is driven by corporate climate 
commitments, consumer interest in 
individual and corporate climate change 
mitigation, investor appetite for carbon 
credits, and mandatory emissions 
disclosures and reductions. In 
September 2020, the f e  

i  t y  et  
(TSVCM) estimated that demand for 
carbon credits could further increase 15-
fold by 2030 to USD50 billion.

A defining feature of the VCM is that it is 
not regulated by governments. Projects 
and programs to reduce and remove 
greenhouse gas (GHG) emissions are 
developed by private and local actors, 
which then are registered by private 
carbon standard organizations. These 
organizations issue carbon credits that 
match verified GHG emission reductions 
and removals which are acquired by 
corporations and investors, often with 
the goal to offset emissions. 

This relative distance of the VCM from 
governments has resulted in a lack of 
understanding of the VCM by 
governments and public sector 
actors—particularly in developing 
countries, even though most VCM 
projects are in developing countries. This 
lack of understanding limits 
opportunities for the VCM to 
complement government action on 
climate change. Used strategically, VCM 
projects and programs can channel 
investment into sectors that are not

covered by nationally determined 
contributions or other public policy, 
support sustainable development as 
well as climate targets in host countries, 
and accelerate climate action while law 
and regulations are developed. 
Furthermore, the VCM cannot provide a 
solution to climate change on its own. 
Offsetting is a supplementary measure 
and other public and private action will 
be required to reduce emissions overall. 

It is essential that governments and 
other public sector actors understand 
how the VCM works and how they can 
engage with the VCM.  The purpose of 
this VCM Primer is to provide an 
overview of the VCM to the governments 
of countries that are or are likely to be 
hosting VCM projects. The Primer seeks 
to facilitate a better understanding and 
increased strategic engagement of 
governments in the VCM. The target 
audiences of this Primer are 
government decision-makers in 
developing countries and advisors to 
decision-makers.  

Each chapter of the Primer explains one 
aspect of the VCM. The chapters can be 
read as standalone factsheets or be read 
together as part of a larger summary of 
the VCM.   

Chapter 1: What is the voluntary 
carbon market? provides a general 
introduction to the VCM, how it oper-
ates, and its key benefits and limitations.
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Chapter 2: What is the role of 
governments in the oluntary carbon 

arket? describes how public policy 
influences the VCM and how 
governments can engage strategically 
and access VCM-based finance. 

Chapter 3: How does the oluntary 
carbon arket relate to the Paris 
Agreement and Article 6? discusses the 
inks between the VCM and the United 

ations Framework Convention on 
limate Change and Paris Agreement 
rticle 6, and how the VCM can support 
ountries  commitments under the 

international climate regime. 

Chapter 4: How are oluntary carbon 
arket greenhouse gas reductions 

accounted for? details how GHG 
emissions are accounted for in the VCM 

nd how this is influenced by the Paris 
greement, as well as double counting 
nd double claiming and how 
overnments can address double 
laiming in the VCM. 

Chapter 5: What is a carbon credit? 
explains what a carbon credit 
represents, how the market for carbon 
credits is structured, and how credits are 
priced and sold. 

Chapter 6: What makes a high-quality 
carbon credit? characterizes the credits 
that represent real and additional GHG 
emission reductions or removals and the 
projects that generate high-quality 
credits.

Chapter 7: What is the role of carbon 
standards in the oluntary carbon 

arket? clarifies the role of carbon 
standards in general, the largest 
standards in the VCM, and how 
governments and carbon standards 
interact. 

Chapter 8: How are carbon credits 
generated? outlines baseline-and-credit 
systems, the influence of government 
action on projects, and the VCM project 
cycle. 

Chapter 9: How are carbon credits 
used? examines carbon offsetting, 
corporate climate targets, carbon 
neutral, and non-offset uses of carbon 
credits. 

Chapter 10: How are carbon and 
community rights considered in the 

oluntary carbon arket? explores 
how carbon rights are determined in 
the VCM and the rights and roles of 
Indigenous Peoples and local 
communities in developing, benefiting 
from, and claiming rights in VCM 
projects. 

Chapter 11: How are oluntary carbon 
arket benefits shared with local 

communities? defines benefit sharing 
nd the best practices for benefit 
haring arrangements. 

Chapter 12: How does the oluntary 
carbon arket support nature-based 
solutions? summarizes the role and 

ain classes of nature-based solutions 
NbS), the carbon standards that certify 
redits from NbS projects and the 
emand for NbS credits in the VCM. 

Chapter 13: How does the oluntary 
carbon arket incorporate REDD+? 
reviews the international framework of 
Reducing Emissions from Deforestation 
and Degradation (REDD+), the Warsaw 

ramework for REDD+ (WFR), and how 
EDD+ and government 

implementation of REDD+ and the WFR 
an be integrated in VCM. 

2
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Chapter 14: How does REDD+ nesting 
work? delves into what REDD+ nesting 
is in the context of the VCM, how nesting 
should be designed and implemented, 
and why governments engage in 
nesting.
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The voluntary carbon market (VCM) is 
where private individuals, corporations 
and other actors issue, buy and sell 
carbon credits outside of regulated or 
mandatory carbon pricing instruments. 
The VCM aims to mitigate climate 
change by creating space for private 
actors to finance activities that remove 
greenhouse gas (GHG) emissions from 
the atmosphere or reduce GHG 
emissions associated with industry, 
transportation, energy, buildings, 
agriculture, deforestation, or any other 
aspect of human life.  

Companies, governments, non-
governmental organizations, and other 
public and private stakeholders 
participate in the VCM. Companies 
participate in the VCM to invest in 
projects and programs that generate 
tradable GHG credits, to acquire credits 
to voluntarily offset GHG emissions, or to 
otherwise support climate change 
mitigation through financing activities 
that reduce GHG emissions or remove 
GHGs from the atmosphere. Companies 
use investment in the VCM to contribute 
to their climate goals, to differentiate 
from competitors, to build brand 
recognition and consumer loyalty, and to 
define and market “carbon neutral” 
products. Private project and program 
developers and non-government 
organizations (NGOs) seek to access 
finance—often in hard currency—to 
implement projects that reduce GHG 
emissions or enhance GHG removals. 
Governments attract foreign direct 
investments and achieve additional 
mitigation through VCM investments.   

ve e t  also develop programs 
in the context of e ucing issions 
fro  D           eforestation and Degradation 
plus (REDD+)—to access  fi nance 
to support policy interventions and 
governance reforms that reduce 
deforestation. Local communities, 
private landowners, subnational 
governments, and t e  t e e  

 engage in the VCM through 
project and program development 
and as bene ciaries of climate change 
mitigation activities. 

How does the VCM work?

Each credit in the VCM represents one 
ton of carbon dioxide equivalents (CO2e) 
that is sequestered or has not been 
emitted. Carbon dioxide equivalents are 
a measurement unit that converts the 
global warming potential of any GHG 
into the reference GHG potential of 
carbon dioxide.  

 e it  i  t e  e i e  
te  f  t t e e t    

i i ti  eve   e ti e  y 
carbon stan ar s  C arbon standards 
are private organizations—typically 
international non-governmental 
organizations—that provide 
requirements and rules to guide project 
developers in the design of activities 
that measurably remove GHGs from the 
atmosphere or reduce GHG emissions. 
The four stan ar s that contribute the 
greatest volumes of credits to the VCM 

e t e e i e   t  
 f e it  t e  t  

 t e i te ti  e e ve 
  t e e i   

e i t y      
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There is no single or centralized VCM. 
Most of the supply of carbon credits is 
generated in developing countries and 
most of the demand for carbon credits 
is in developed countries. Credits may 
be sold by project developers or 
governments (in the case of 
jurisdictional programs) directly to 
buyers or sold to intermediaries who 
then market carbon credits to final 
users. To generate carbon credits, 
activities need to be designed, 
developed and certified; GHG emission 
reductions and removals need to be 
monitored, reported  and verified; and 
carbon credits need to be issued and 
transferred. In parallel, proponents that 
develop projects and programs need to 
attract and structure investment into 
the activities that reduce emissions. The 
market may be segmented by project 
sector or type (i.e., forestry, land use, 
agriculture, renewable energy, waste), 
by the crediting standard, by the credit 
quality, or by the year in which a credit 
was produced. 

Carbon cre its that are traded in the 
VCM are generated by projects, bundles 
of projects, programs, or public policies. 
VCM activities are implemented at the 
project level and, in the case of REDD+, 
at jurisdictional level. In addition, carbon 
standards allow the aggregation of 
projects in grouped projects or i  
program  of activities. A project is a 
specific activity that removes or reduces 
GHG emissions in a specific sector 
following a standard-approved 
methodology. Projects are defined in a 
geographic location over a period f 
time and approved, validated, 
monitored, and verified by a carbon 
standard. 

‘ rouped projects   e  f 
tivitie  nder the Verified Carbon 

t  e te ti e e t  
engaged in the same activity into a 
ingle project, enabling smaller projects 

to grow in scale without seeking full 
new validations from carbon standards 
for each expansion. A program of 
activities (as defined by the Clean 
Development Mechanism and applied 
by the Gold Standard) is a set of 
multiple project activities registered as a 
single project activity in a defined 
geographic area with shared 
methodologies for project design and 
monitoring. Jurisdictional programs—
developed in the context of REDD+—
are government-led GHG reduction 
programs and account for emissions 
reductions and removals at the national 
or subnational scale. 

What is the status and market 
volume of the VCM?

The status of the VCM can be 
understood in terms of growth of the 
market (Figure 1.1), volumes of carbon 
credits transacted and retired (Figure 
1.2), and geographic and emissions 
scope (Figure 1.3). 

The idea of private companies 
offsetting GHG emissions with carbon 
credits emerged in the late 1980s. The 
first known carbon offset deal was an 
investment by the American energy 
company AES in a project run by the 
NGO CARE in Guatemala, in which AES 
provided finance for farmers to plant 
trees. This was followed in the mid-90s 
by the launch of the Environmental 
Resources Trust (later rebranded the 
American Carbon Registry), the first 
private registry for voluntary offsets in 
the U ite  t te .  
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Carbon offsetting under compliance 
mechanisms then took off with the 
Kyoto Protocol’s flexible mechanisms—
particularly the Clean Development 
Mechanism (CDM), which registered its 
first project in 2004. In parallel, but at a 
slower pace, the VCM grew. The private 
carbon standards that dominate the 
VCM today—the American Carbon 
Registry (ACR), the Climate Action 
Reserve (CAR), the Gold Standard (GS), 
and the Verified Carbon Standard—
emerged in the 2000s. The evolution of 
the VCM and of the four leading 
standards is depicted in Figure 1.1.

The VCM has grown rapidly since 2016 
after steady growth in the preceding 
decade. Although international 
compliance markets still cover more 
GHG emissions than the VCM, the VCM 
is growing relative to compliance 
markets as the demand for carbon 
credits by private actors outside of 
regulated schemes increases.

One way to show the growing demand 
for carbon credits in the VCM is through 
credit retirements. Credits are retired 
when they are acquired by an end user 
and put towards offsetting carbon 
emissions or other non-offsetting goals. 
If more credits are retired overtime, 
then it is clear that there is a growing 
demand for the type of credit. Figure 1.2 
shows that retirements of VCM credits 
increased significantly from 2016-2020, 
particularly from nature-based 
solutions and renewable energy 
activities. The VCM is on track to set an 
all-time record for market volume in 
2021.

While the issuance of carbon credits is 
increasing rapidly, it may not be 
sufficient to meet demand, especially 
for increasingly popular credits 
associated with agriculture, forestry, and 
other land use projects, often also called 
nature-based (climate) solutions 
(NbS).

3
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offsets relative to the emissions they 
generate. More than half of the credits
in the VCM are generated by projects in
Asia, which is why the Asian region has 
been broken into several subregions in 
Figure 1.3. 

What are the benefits and 
limitations of the VCM?

The VCM can mobilize foreign direct 
investment for climate change 
mitigation and sustainable 
development that is not provided 
through regulation. The VCM provides 
financing for climate mitigation projects 
that are complementary to 
governments’ efforts to mitigate climate 
change, and, in the case of jurisdictional 
REDD+ programs, to government 
mitigation initiatives.  

As the VCM continues to grow, it is likely 
that more credits from all types of 
projects will be generated to meet 
demand and carbon standards will 
continue to develop more robust 
methodologies for different types of 
projects.

Finally, it is helpful to understand the 
scope of the VCM both in terms of 
geography and how many emissions 
units the VCM is currently offsetting. 
Figure 1.3 shows both pieces of 
information. Globally, across all sectors, 
there are 3,959 VCM projects, 
generating 1,303 MtCO2e of GHG 
emission reductions and removals, 
which is equivalent to the average 
yearly emissions produced by about 911 
coal plants. Some regions are overly
contributing offsets relative to emissions
generated, while other regions 
contribute disproportionately few 
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Historically, the VCM has allowed the 
trade of credits from projects that were 
not eligible to generate credits under 
the rules of the Kyoto Protocol Clean 
Development Mechanism (CDM)—
mostly land-use related projects—or 
projects in countries which could not 
host CDM projects (for example, Turkey). 
Today, almost all developing countries 
are seeing increased interest in VCM 
projects and transactions from project 
developers and carbon credit buyers. If 
used strategically, VCM finance can free 
up public funds to be re-directed into 
climate change mitigation goals that 
are not sufficiently incentivized by 
carbon finance.

There are two notable limitations of the 
VCM. First, the robustness of the VCM 
depends on the rigor that GHG 
programs and standards apply when 
certifying real and additional emission 
reductions and removals. 

The quality of credits varies by the 
conservativeness of project 
quantification methods, the extent to 
which projects address uncertainty, and 
the inclusion of co-benefits such as 
contributions to Sustainable 
Development Goals (SDGs). The methods 
applied to appropriately measure and 
monitor GHG reductions and removals 
are frequently revised and debated. As 
methodologies continue to improve, this 
limitation may be addressed. 

The second limitation is that offsetting 
through the VCM is a supplementary 
measure that nets out emissions. It does 
not reduce emissions overall. As long as 
carbon credits are used solely to offset 
emissions, the VCM cannot provide a 
solution to climate change on its own.  
Non-offsetting uses for credits can help 
to shift the role of the VCM to a 
mechanism that drives emissions 
abatement.
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Governments engage with the voluntary 
carbon market (VCM) by instituting 
policies, regulations, and safeguards that 
influence VCM activities, creating 
enabling environments that facilitate 
VCM projects or programs, and 
sponsoring VCM projects or programs 
within their territories.

Who regulates the VCM? 

he VCM is governed by private carbon
standards that define the rules for the

eneration, monitoring, and 
certification of ee e  G   HG
reductions and removals. The private

nd voluntary characteristics of the VCM
istinguish it from regulated carbon

crediting programs like the Clean
Development Mechanism (CDM), which
required project developers to obtain a
letter of approval from a country’s
Designated National Authority to
register a CDM project.

The private character of the VCM makes 
it nimble and flexible. It allows the VCM 
to support climate mitigation, 
biodiversity protection, or sustainable 
development goals by providing finance 
for new technologies, nature base   
solutions  and other important climate 

hange mitigation activities that are not 
overed by public policy. However, VCM 
rojects can also undermine public 
olicies, particularly where activities 
isregard the rights of local 
ommunities, ignore principles of good 
overnance, or fail to align with and 
omplement public sector goals and 
egulations.  

Companies engage in the VCM to create 
GHG emissions and reductions beyond 

public requirements. However, that does 
not mean that governments do not have 
a role to play in accelerating, channeling, 
or regulating VCM investments. 
Governments can institute policies, 
regulations, and safeguards to guide the 
development of VCM projects in their 
territories and attract beneficial VCM 
finance. They can create an enabling 
environment for VCM investments and 
actively encourage investments in 
projects or programs that generate 
carbon credits. They can also directly 
engage in the development of projects 
and programs.

How can governments 
proactively and strategically 

engage with the VCM?

Governments can provide regulatory 
and political certainty to VCM 
transactions by clarifying the rules of 
engagement for the VCM in their 
countries and by explicitly stating that 
they are ready to support project 
developers and investors in complying 
with relevant rules, regulations, and 
safeguards. The VCM also influences 
public policy and compliance markets, 
and in some cases voluntary carbon 
crediting programs directly interact with 
government carbon pricing schemes. 

e  i i  i ie  f  California    
Colo bia   er any   Sout  frica  
T ailan   t e nite  

ing o  e e e  f e  e e   
ve e t  ve e e     
tivitie  t  ieve i te   

Chapter 2: What is the role of governments in the VCM?
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https://www.sars.gov.za/customs-and-excise/excise/environmental-levy-products/carbon-tax/
https://www.sars.gov.za/customs-and-excise/excise/environmental-levy-products/carbon-tax/


As regulators, governments can define 
environmental and social performance 
standards or safeguards that bind 
project developers. Governments may 
also clarify carbon rig ts—      
t e i t t   emissions reductions 

nd removals—or corporate claims with 
espect to the use of carbon credits. 

hen ve e t  i   e f e  
 and resource rights, they help to 

clarify carbon rights and facilitate 
benefit sharing arrangements. More 
generally, stable and predictable policy 
environments reduce investment risks 
and help private investors align their 
plans with public policies. Efforts to 

ombat corruption, promote the rule of 
law, recognize the rights of ndigenous 

eoples and local communities (IPLCs), 
nd clarify land rights and titles facilitate 

private investment into VCM projects.   
ome governments have also linked 
limate regulation to the VCM. In 

countries like Colo bia or Sout   
frica, companies can meet some 

obligations under national carbon taxes 
by acquiring carbon credits from 
domestic VCM projects.

As program proponents, governments 
can sponsor VCM projects and 
programs. In some countries, public 
agencies—such as national park 
authorities (e.g., in the case of forestry 
projects) or municipalities (e.g., in the 

ase of waste management projects) —
ct as project proponents and use 
arbon finance to support public 

investments. For example, in Guatemala, 
the nati   authority acts a   

roponent in the uateCarbon ro ect 
y granting land-use rights to 
ommunities and private organizations 
ho carry out sustainable forest 
arvesting and help monitor the reserve. 
he aegu City Munici al aste 
ro ect in the Republic of South Korea is
n example of a municipality acting as a
roject proponent and the 
eat eri ation for o nco e 

ellings project in the U.S. State of
aine is an example of subnational

government acting as a project
proponent. Governments can also
support large-scale territorial programs
in the form of uris ictional e ucing 

issions fro  eforestation an  
egra ation lus  rogra s 

that generate GHG emission reductions
r removals across landscapes. If such
rograms are accredited under a 

carbon standard, then governme t  can
e e te  e  eve  e it  

i  t e  i i ti   
 ve e t  t

lign public policies with REDD+ goals
nd access carbon finance directly.
EDD+ also offers jurisdictional crediting
ptions that require governments to be

the proponents of such programs.
ve e t  can adopt ‘nesting’ rules

that allow the integration of projects and
ubnational programs into national
EDD+ programs.

s facilitators  governments can attract 
and direct VCM finance. The way t t 
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ve e t   eve e  e 
y e i  i  t e    

e t   e t   
f i it t
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https://registry.verra.org/app/projectDetail/VCS/307
https://registry.verra.org/app/projectDetail/VCS/307
https://registry.verra.org/app/projectDetail/VCS/776
https://registry.verra.org/app/projectDetail/VCS/776
https://www.dropbox.com/s/b22bnfhzmurfxxj/VCM-Explained-Chapter13.pdf?dl=0
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https://www.dropbox.com/s/tpaz4a1e6nct7wh/VCM-Explained-Chapter14.pdf?dl=0
https://www.bolsamercantil.com.co/Portals/0/DNNGalleryPro/uploads/2019/4/15/311%20%20B%20INF%20RESOLUCION%20SFC%20-%20MERCADO%20CARBONO.pdf


overnments treat the VCM and engage 
ith VCM actors influences overall 

onfidence in the VCM, encouraging or 
iscouraging the development of VCM 

projects. By encouraging the  
development of domestic VCM projects,  
governments can use the VCM to drive 
investment into sectors or regions that 
are underfinanced, such as clean 
cooking and agroforestry. Governments 
can direct financial flows from the VCM 
to the sectors or policy priorities where 
finance is needed most, such as t e land 
sector or decentralized energy supply. 

hey can do this by defining criteria for 
engagement and y ecognizing VCM 
t , methodologies or protocols 

for particular sectors. This, together with 
ublication of information and data,

enhances the transparency and 
ef ficiency of the market. An example f    

 law that seeks to mobilize the VCM is 
the  “Growing Climate Solutions 

ct,” which e e  t e  t   
etti  f e   iv te f e t  

e  i v ve  i   t ti  
y providing reliable i formation about 
arkets  assistance to new participants, 

nd standardized quality criteria  
ddition, governments can maintain
egistries to track and monitor carbon 
redits and projects, simultaneously
emonstrating their support for the
CM and increasing transparency of
CM-related activities in their countries.

Governments can also provide clarity on 
how VCM activities will be considered 
under country laws and regulations, 
including for corresponding 
adjustments under Article 6 of the 
Paris Agreement. While some buyers 
are expecting corresponding 
adjustments on VCM credits, the 
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availability of corresponding adjustments 
depends on VCM host countries’ political 
will and technical abilities. Governments 
can reduce uncertainty by making public 
statements about whether, and under 
which circumstances, they are likely to 
provide corresponding adjustments for 
VCM transactions. These statements can 
be conditional upon the government’s 
technical ability to make corresponding 
adjustments. Governments may also 
limit corresponding adjustments to more 
expensive mitigation options or offer 
corresponding adjustments on the 
condition that they will receive financial 
benefits from the sale of carbon credits 
in return for providing the public service 
of corresponding adjustments.

ckno le g ents
t  tte t e  e i  y  

 i   
i e   vi  e  e e 
e i   tt e

te f i ti  e e e  

e t y  et i e  
 i e  i  te  y t e i te 

  e i e  e 
t  t  t e evie e   t e  

t t e e y t i te  e e 
 e e ti e t  t i  i e

https://www.dropbox.com/s/zb9dl02pl8s6ct7/VCM-Explained-Chapter12.pdf?dl=0
https://www.congress.gov/bill/117th-congress/senate-bill/1251
https://www.congress.gov/bill/117th-congress/senate-bill/1251
https://www.dropbox.com/s/7aifmnyd88orkt2/VCM-Explained-Chapter3.pdf?dl=0
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The voluntary carbon market (VCM) is 
governed by private standards and not 
by international or national regulatory 
bodies. However, projects and 
programs developed under the VCM 
may support countries in achieving 
their commitments under the Paris 
Agreement. To do so, VCM activities will 
need to comply with the Paris 
Agreement Article 6 rules that were 
finalized in November 2021. 

What is the link between the 
VCM and the Paris Agreement?

The generation of carbon credits under 
the  is governed by greenhouse gas 
(GHG) protocols, programs, and 
methodologies that are administered by 
private standards. The i  ee e t 

it  it  ve i  ie  has no 
uris iction o er the VCM. However, 

the VCM is not disconnected from the 
international climate regime: GHG 
emission reductions or removals 
achieved through VCM projects and 
programs are captured by national GHG 
inventories, and VCM activities can 
assist countries to meet their Nationally 
Determined Contributions (NDCs) 
under the Paris Agreement.  

What is the link between the 
VCM and Article 6 of the Paris 

Agreement?

Article 6 of the Paris Agreement 
provides flexibility to governments to 
engage in voluntary cooperation in the 
implementation of NDCs “to allow for 
higher ambition in their mitigation and 

adaptation actions” ( rticle  aris 
gree ent)  . The rules that govern 

such cooperation open the door to 
carbon market transactions under the 
Paris Agreement that may overlap, 
integrate, or compete with VCM 
activities. The clarification of rules for 
“cooperative approaches” under Paris 
Agreement Article 6.2 and for the 
Article 6.4 mechanism” are of 

particular relevance to the VCM. Under 
ti e  GHG emission reductions or 

removals can be transferred between 
countries as Internationally Transferable 
Mitigation Outcomes (ITMOs). A country 
may authorize ITMOs i) for use towards 
an NDC, ii) for “international mitigation 
purposes” other than NDC-
achievement (e.g., comply with the 
Carbon Offsetting and Reduction 
Scheme for International Aviation—
CORSIA, see Box 3.1), or iii) for “other 
purposes.” Authorization for 
“other purposes” is not defined, but 
generally understood to refer to the use 

f ITMOs towards corporate and other 
voluntary climate commitments. 

rticle  implementation guidelines 
require “corresponding adjustments” 
for all authorized mitigation outcomes
—that is, for all ITMOs. A corresponding 
adjustment is applied to balance the 
accounting under the Paris Agreement: 
an emission reduction is removed from 
the accounts of the selling country and 
added to the accounts of the buying 
country. Corresponding adjustments 
ensure that governments reporting 
under the Paris Agreement meet good 
accounting principles and that no GHG 
reduction or removal is accounted f  
twice. Figure 3.1 shows a corresponding 
adjustment et ee  t  t ie  

Chapter 3: How does the oluntary carbon arket link 
to the Paris Agreement and Article 6?

VCM Primer | vcmprimer.org

1

https://www.dropbox.com/s/c8kgp3klbw7t158/VCM-Explained-Chapter7.pdf?dl=0
https://unfccc.int/process/the-paris-agreement/cooperative-implementation
https://unfccc.int/process/the-paris-agreement/cooperative-implementation


2

VCM Primer | vcmprimer.org

rticle  defines a mechanism that 
can be understood as a revised, 
modified and ‘improved’ version of the 
Clean Development Mechanism (CDM). 
Countries have to approve Article 6.4 
mechanism activities. Once GHG 
emission reductions and removals are 
certified, they generate Article 6.4 
Emission Reductions (Art.6.4ERs). Similar 
to Article 6.2 cooperative approaches, 
under Article 6.4 host governments have 
the ability to authorize the use of 
Art.6.4ERs for NDC achievement, 
international mitigation purposes, and 
other purposes. Authorized Art.6.4ERs 
fall under the definition of ITMOs and, 
thus, corresponding adjustments must 
accompany the transfer of Art.6.4ER 
units.

Countries can decide to support 
cooperative approaches and Article 6.4 
mechanism activities without 
authorizing (all) mitigation outcomes 
(Article 6.2) or Art.6.4ERs (Article 6.4) for 
corresponding adjustments. In that case, 
t e e ti   e i i  e ti

Box 3.1: CORSIA, a special case 
for corresponding adjustments

The Carbon Offsetting and Reduction 
Scheme for International Aviation 
(C S ) , adopted by the International 
Civil Aviation Organization (ICAO) in 
2016, is a short-to-medium-term strategy 
(2021-2035) for the aviation industry to 
achieve carbon neutrality through 
offsetting while low-emission aviation 
technology is being scaled up. CORSIA is 

 co liance ec anis  that allows 
the e f VCM carbon credits to meet 

ompliance obligations. CORSIA covers 
fi ghts from all countries that have 
volunteered to participate until 2027, at 

hich point about 90% of flights will be 
covered, excepting only those from 
Least Developed Countries and Small 
Island Developing States. To ensure the 
environmental integrity of offsets used 
for compliance, C S  re uires 
corres on ing a ust ents for VCM 
transactions and credits are restricted 
to those from GHG emission reduction 
or removal activities approved by the 
ICAO council. 

Figure 3.1 | Corresponding adjustment between two countries
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https://www.iata.org/en/iata-repository/pressroom/fact-sheets/fact-sheet---corsia/
https://www.dropbox.com/s/4do965dq2q0g1p2/VCM-Explained-Chapter1.pdf?dl=0
https://www.dropbox.com/s/6gc22d51bs42gle/VCM-Explained-Chapter5.pdf?dl=0


and removals are counted towards the 
host country’s NDC. Mitigation 
outcomes and Art.6.4ERs without 
authorization may be applied t  results-
based payment schemes, national 
carbon pricing systems, or VCM 
transactions. 

VCM projects and programs can 
continue without any reference to and 
inclusion in Article 6 modalities. In the 
future, host countries may offer to 
include VCM activities in an Article 6.2 

ooperative approach or approve VCM 
ctivities under Article 6.4. In that case, 
ome of the resulting GHG emission 
eductions or removals may be 
uthorized for corresponding 
djustments. However, countries will 
eet a number of institutional and 

egulatory requirements before they 
an host or participate in Article 6 
ctivities.

Figure 3.2 shows how VCM and Article 6 
transactions work under the rules 

How can the VCM support 
achieving and exceeding 

Nationally Determined 
Contributions? 

To mobilize the full mitigation potential 
of the VCM, it is important to establish a 
common understanding of when and 
how activities that generate carbon 
credits under the VCM contribute to
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Figure 3.2 | The generation and use of carbon credits after COP26
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established at COP26. Authorized 
transactions of mitigation outcomes 
under Article 6.2, Art.6.4ERs, and VCM 
credits may be authorized—requiring 
corresponding adjustments—for use 
toward NDCs, CORSIA compliance, and 
voluntary transactions. Not authorized 
outcomes, emission reductions, or 
credits do not require corresponding 
adjustments and may be used toward 
“other purposes” determined by the 
host country, which may include 
voluntary transactions, domestic 
schemes, and results-based finance 
(RBF) schemes. 



host countries’ NDCs. How and to what 
extent VCM projects and programs 
support national climate goals depend  
on the type of VCM project or program, 
whether the project or program is in a 
sector that is covered by host countries’ 
NDC targets, whether those targets are 
conditional or unconditional, whether 
the project or program is in an activity 
type or sector that the country is 
authorizing under Article 6 for 
corresponding adjustments, and 
whether the right to claim associated 
climate benefits is traded out of the 
country along with the carbon credits. 

While the VCM can directly or indirectly 
support countries in achieving or 
exceeding their NDC targets, there is a 
fear that VCM activities may undermine 
the achievement of NDCs. Specifically, 
there is concern that the VCM could 
displace company abatement actions or 
that governments could become overly 
reliant on private actions and VCM 
credits. However, the displacement risk 
may be minimized when VCM activities 
complement government action by 
complying with all requirements to be 
authorized  backed by 
corresponding adjustments, by 
contributing to sectors covered by 
conditional NDC targets, or by operating 
in areas not covered by NDCs or public 
policy. 

Governments can act proactively to 
mitigate the risk that VCM activities 
would undermine NDC achievement 
and to encourage VCM activities that 
are complementary to public action. 
They can clarify how VCM projects and 

rograms—and Article 6 activities— 
omplement public policies and 
pecifically identify sectors in which 
CM investments are welcome. VCM 
rojects can also continue to attract 

investments while governments 

establish the institutions and 
regulations necessary to operationalize 
Article 6 activities and authorize or 
approve projects under Article 6.2 or 6.4. 
Governments can clarify how they will 
define “other purposes,” which types of 
VCM activities they will authorize under 
Article 6 to be backed by corresponding 
adjustments, and which activities they 
will approve but not authorize under 
Article 6.4. Governments can encourage 
investments in carbon projects in 
priority sectors—e.g., those sectors that 
are not covered by the NDC—where 
government regulation is not expected 
to be sufficient to incentivize behavior 
change or where mitigation benefits are 
expected to be technically complicated 
or costly to achieve. 

Carbon projects or programs can 
complement public efforts by 
generating carbon finance that allows 
countries to meet conditional NDC 
targets. The host country could account 
for the GHG emission reductions and 
removals from VCM activities under its 
conditional NDC targets. Similarly, when 
VCM projects or programs are 
developed in sectors, for activities or for 
types of GHGs that are not covered by 
NDCs, the finance from the sale of these 
carbon credits may be able to support 
host countries in achieving additional 
mitigation benefits. In both cases, host 
countries could decide to authorize VCM 
emission reductions and removals and 
back them it  corresponding 
adjustments. However, even if there are 
no corresponding adjustments, in these 
cases, the risk that VCM activities 
displace public action is limited. 

When VCM activities are in a sector 
covered by an unconditional NDC target, 
they directly assist host governments to 
achieve this target—like any other 
domestic, voluntary effort to reduce or
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remove GHG emissions. In this case, the 
VCM and Article 6 activities could be 
integrated into public policies and used 
to achieve NDC targets. If there is a high 

umber of VCM transactions 
hanneling large amounts of finance, 
overnments may be disincentivized 

from adopting additional and 
otentially more ambitious climate 
olicies and NDCs that cover more 
ectors. This would lead to a 

displacement of public action. In these 
cases, authorizing the use of 
internationally-transferred VCM carbon 
credits for offsetting by adding 
corresponding adjustments would 
ensure environmental integrity. When 
the trade of carbon credits in the VCM 
is not backed by corresponding 
adjustments, the host country retains 
the right to apply the climate benefits 
associated with VCM projects or 
programs in its jurisdiction towards its 
NDC targets.    

Further Reading 

. oward  .   reiner  . . ccounting
pproaches or the oluntary arbon
arket. oluntary arbon  arkets lobal
ialogue.

https vcm gd.org wp content
uploads ccounting .pd

. arcu  . . rticle  rule book   post
P  assessment. oundtable on

limate hange and  ustainable
Transition T . https ercst.org post
cop assessment
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Transparent and comparable 
greenhouse gas (GHG) accounting is 
essential to ensure the credibility of 
voluntary carbon market (VCM) 
activities. Robust GHG accounting 
follows common principles and is 
supported by credible and robust 
standards. GHG emission reductions 
and removals from VCM projects are 
accounted for at the activity level and 
used to meet climate (e.g., net zero or 
carbon neutrality) targets of companies. 
Governments that engage in 
jurisdictional programs, in particular in 
Reducing Emissions from Deforestation 
and Degradation Plus (REDD+), account 
for GHG emission reductions and 
removals associated with land use 
change in a certain area. 

How do different actors account 
for greenhouse gas emissions?

he sponsors and developers of VCM 
ctivities account for GHG emission 
eductions and removals achieved by 
CM activities to generate tradable 
arbon credits. Corporates monitor and 
eport their GHG emissions and account 

for reductions to meet mandatory or 
voluntary climate goals. Governments 
account for GHG emissions and 
e v  t  it  e  t  

t e ti y ete i e  t i ti  
 e  t e i  ee e t  

t  ti  i te e 
iti ti    i e t it  t ei  

iffe e t  e t   
e  te   ve e t  

y iffe e t ti  e  
t  t   e i i  

Project and program managers 
account for the climate benefits at 
the project or program level. They 
apply methodologies provided by 
carbon standards for different e t 
ty e  Methodologies describe how 
projects and programs measure, report 
and verify GHG emission reductions and 
removals. GHG emissions, reductions, or 
removals from VCM projects and 
programs are monitored according to 
GHG protocols and verified by 
third-party auditors. Based on 
verification reports,  t  or 
GHG crediting program managers 
issue carbon cre its in VCM registries

Cor orates account for t e  
e issions linke  to t eir o erations  
This includes direct emissions, 
emissions from energy consumption, 
and emissions from supply chains and 
consumption of products globally. 
Corporate accounting assigns 
responsibility for GHG emissions based 
on activities and actors, rather than 
geographical areas. When consolidating 
GHG emissions accounts across 
corporate operations that may be jointly 

Chapter 4: How are greenhouse gas reductions and 
removals accounted for in the oluntary carbon arket? 
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towards their NDCs under the n ance  
Trans arency ra e ork of t e aris 

gree ent. This includes accounting for 
emission reductions or removals that are 
transferred between countries under 
Article 6 of the Paris Agreement. 

What is double counting?

The different goals, scopes, and scales of 
accounting lead to overlapping GHG 

easurement and reporting, which can 
ead to the double counting of 

emissions reductions or removals. 
ouble counting occurs when a single 

emission reduction or removal is 
ounted towards more than one goal, 

target, or pledge. Double counting can 
ccur between different accounting 
ystems (e.g., corporate accounting 
verlaps with government accounting) 
r within a system (e.g., different GHG 
rojects under the same GHG crediting 
rogram account for the same GHG 

emission reduction more than once.) 
enerally, carbon stan ar s have 
rotocols in place to avoid the double 
ounting of GHG emission reductions or 
emovals within accounting systems. 
he avoidance of double counting 
etween different systems is more 
ontroversial and difficult to manage.  

There are three types of double 
counting (as depicted in Figure 4.1):

Double issuance occurs under the VCM 
when more than one credit is issued for 
a single ton of GHG emission reductions 
or removals. The risk of double issuance 
is addressed through robust carbon 
credit certification processes.

Double use occurs when a single, 
certified GHG emission reduction or 
removal is used more than once to meet 
a climate target in the same GHG 
accounting system. The risk of

owned or managed, emissions are 
allocated according to equity shares or 
assessments of financial or operational 
control. Corporates with climate 
targets account against those targets. 
Non-governmental organizations 
support these efforts by publishing 
harmonized GHG accounting 
standards (e.g. the GHG Protocol) or by 
defining and monitoring high-quality 
climate targets for companies (e.g. the 
Science-based Target Initiative.)

Governments account for GHG 
emissions, reductions, and removals 
that occur on their territory. 
Governments capture emissions in GHG 
inventories and report these under 
United Nations Framework Convention 
on Climate Change (UNFCCC). 
Developed countries annually report 
direct GHG emissions, reductions, and 
removals in five sectors: energy; 
industrial processes and product use; 
agriculture; land use, land-use change 
and forestry; and waste. Developing 
countries report GHG emissions, 
reductions, and removals through 
national communications  and 
biennial update reports (BURs). NCs are 
submitted every four years and provide 
information about GHG inventories, 
mitigation and adaptation measures, 
and other activities that governments 
consider relevant to the achievement of 
the objectives of the UNFCCC. BURs 
provide updates of the information 
presented in national communications, 
particularly on GHG inventories; 
mitigation actions, constraints, and 
gaps; and support needed and 
received. All countries also report 
progress 

https://ghgprotocol.org/
https://sciencebasedtargets.org/
https://unfccc.int/process-and-meetings/transparency-and-reporting/reporting-and-review-under-the-paris-agreement
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double use is addressed through 
adjustment rules, transparent 
disclosure, and reporting of GHG 
reductions and removals in GHG 
registries. For example, corresponding 
adjustments avoid double use of 
transferred GHG emission reductions 
and removals by governments to meet 
their NDCs under the Paris Agreement.

Double claiming occurs when a single 
carbon credit—representing one ton of 
GHG emission reduction or removal—is 
claimed against different types of 
climate goals in different accounting 
systems. This can happen, for example, 
when a company claims a carbon credit 
towards its (voluntary or binding) 
emission reduction goal, while the same 
credit is claimed towards the NDC 
target of the host country where the 
carbon credit was generated. The risk of 
double 

claiming is currently not managed by 
existing methodologies or registries.   

Is double claiming a problem?

While other forms of double counting 
are managed by program rules, double 
claiming of GHG emission reductions 
and removals poses a potential risk. 
There are arguments both that double 
claiming is a problem and that it is not. 

ome ve e t  i ti  
  governments argue that 

e i i  i   e  ey 
e i e t t e i i  

i e  te  ve e t 
iti ti  ti  e ti  i  e  
iti ti  t  t  e 

e e te  f  e e y i  t t e 
e e tive ieve e t f te 

  t et    
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Carbon standard 2

Project A Project B

Project A and Project B could 
issue credits for the same 
emission reduction or removal.

Carbon standard 1
Project B could be registered under 
two different carbon standards (or 
twice under the same).

issues credits

issues credits

Double issuance

Carbon
registry

NDCNDC

Mitigation activity

COUNTRY A

Company ABC

Net-zero target

Credits are
transferred

Credits are
used towards
a net-zero target

Figure 4.1 | Double counting
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n particular, where carbon credits are 
sed to offset emissions, double 
laiming of GHG emission reductions 
nd removals could undermine 
itigation efforts. They argue t t 

ompanies should not be able to offset 
their emissions through carbon credits 
that are also claimed under the NDCs 

f host countries. 

Many carbon market participants, as 
well as some governments and NGOs, 
argue that double claiming is not a 
problem. They point out that since 
companies’ climate targets and 
countries’ NDCs are accounted for in 
separate, parallel accounting systems, 
double claiming does not result in the 
misrepresentation of the climate 
benefits being generated at a global 
level. They also argue that VCM action 
should contribute to host country NDCs 
in the form of climate finance and not 
result in adjusting the accounts of the 
host country. Since corres on ing 
a ust ents require complex 
accounting procedures and 
institutional requirements, they argue 
that such adjustments would 
disincentivize investments in mitigation 
action.

How can double claiming under 
the VCM be addressed?

Proposals on how to address double 
claiming have been made on both the 
supply and the demand sides of the 
VCM.

Double claiming could be addressed on 
the supply side of the VCM through 
corresponding adjustments. 
Corresponding adjustments would 
ensure that whenever VCM credits were 
transferred internationally, the GHG 
emission reductions or removals 
associated with those credits would be 

subtracted from the GHG registry of the 
host country. A drawback of applying 
corresponding adjustments to the VCM 
is the bureaucratic and technical 
complexity involved. Many governments 
may not have the capacity to offer 
corresponding adjustments now, 
although some may be willing and able 
to do so in the future.  

Double claiming can be addressed on 
the demand side of the VCM by e i   

te i  that  t i v ve  
ff etti  In this e  the right to claim 

the climate benefit associated with a 
roject or carbon credit does not 

include the right to offset company 
emissions. A drawback of this approach is 
that the business case of the non  
offset uses of carbon credits has so far 

ot resonated as strongly with corporate 
uyers as offsetting emissions, which 
llows companies to claim to be carbon 
eutral, a claim that is widely recognized 
y consumers. Governments can help 
ddress this drawback by working with 
ompanies to recognize the non-offset 
se of carbon credits and promoting 
ublic awareness of non-offset benefits. 
rivate and public-private initiatives are 

in the process of developing guidance n 
orporate claims  For example, the VCM 
ntegrity Initiative proposes to 
evelop guidance for corporate claims 
eginning i  2022.
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A carbon credit is a tradable unit that 
represents one ton of greenhouse gas 
(GHG) emission reductions or removals. 
Carbon credits in the voluntary carbon 
market (VCM) are generated by the 
activities of projects and programs that 
are certified by  standards. The 
credits are purchased by companies, 
individuals, and other entities to offset 
GHG emissions or otherwise contribute 
to emissions abatement. The prices of 
carbon credits are determined by the 
types and quality of VCM activities and 
the demand for credits from those 
activities. 

What does a oluntary carbon 
arket carbon credit represent?

A carbon credit is a tradable emissions 
unit. Each carbon credit that is 
generated in the VCM represents one 
ton of GHG emissions that was not 
emitted to or removed from the 
atmosphere compared to baseline 
emissions. To enable standardized 
accounting, GHG emission reductions 
and removals are measured in carbon 
dioxide equivalent (CO2e) units, often 
expressed in tons (t) or Metric tons (Mt) 
of CO2e emissions reductions and 
removals and abbreviated as tCO2e or 
MtCO2e. 

Carbon credits that are traded in the 
VCM are certified and issued by carbon 
standards according to the rules and 
requirements set by carbon standard 
organizations and GHG crediting 
programs. Certified GHG emission 
reductions and removals are converted 
into carbon credits when they are issued 
in the GHG registry of the certifying 
carbon standard. Registries allow the 

transfer of credits between accounts 
and the tracking of issuances and 
transfers. 

Carbon credits are distinct from the 
allowances that are traded in 
ca an tra e syste s. e  

e t e e it  t t t i e t e 
e  t  e it  e t i  tity f 

 i  t e f t e  i e  e it  
e e e t e i i  t t e e 
e e te e   v i e  i  t e past. 

Through carbon credits, the VCM 
provides incentives to private and 
public actors to contribute to climate 
action. Sellers generate voluntary 
carbon credits to finance activities that 
reduce the release of new GHG 
emissions to the atmosphere or remove 
emissions already in the atmosphere. 
Buyers use VCM carbon credits to 
directly offset their GHG emissions 
against a voluntary or compliance 
emission reduction target, or to 
contribute to broader corporate or 
public climate goals to reduce GHG 
e i i  overall by buying credits 
without offsetting.

How is the market for carbon 
credits structured?

In economic terms, carbon credits are 
tradable commodities. Carbon credits 
are generated, sold, transferred, and 
purchased by private and public 
actors that fill different roles in the 
carbon market. The supply and 
demand structure of the market is 
depicted in figure 5.1.  

Carbon credit supply: Project and 
program managers design and 
implement mitigation activities that

Chapter 5: What is a carbon credit? 
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are registered under GHG crediting 
stan ar s and generate carbon credits. 
Activity managers may be for-profit or 
non-for-profit private project 
developers, local private or community 
landowners, or municipalities, public 
agencies and—particularly in the case of 
public sector jurisdictional programs—
subnational or national go ern ents.  
To create a VCM activity, developers 
design a project or program, consult 
with government entities and local 
communities, comply with carbon 
standard requirements to receive 
certification, establish monitoring 
systems, and sell credits to buyers or to 
intermediaries. tivity eve e  y 
e it i ve t  t  vi e f t 

i  t e  it   
itie   ivi  iety 

i ti   e e t e  
ti i t  vernment may mobilize 

dvance finance for VCM activities from 
udgetary resources or from 
onor-sponsored programs.

Carbon credit demand: The final users 
f most VCM carbon credits are private 
ompanies that voluntarily engage in 
limate mitigation to offset their GHG 

emissions or to achieve broader  
corporate climate goals. vernments, 

on-government  organizations 
NGOs), and individuals also buy VCM 
arbon credits to offset emissions from 

f ights, events or the production of 
oods and services. Activities, 
roducts, or services that offset GHG 

emissions are often marketed as 
arbon neutral.’ 

Investors and intermediaries operate 
on both the supply and demand sides 
by investing in projects and by 
purchasing carbon credits. Market 
intermediaries generally are for-profit 
companies that act as traders or fund 
managers that manage carbon credit 
portfolios. They ensure the availability 
of risk capital and help market stability. 
Investors are private companies, 
foundations or individuals who work 
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Figure 5.1 | The market for carbon credits
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with intermediaries or project 
developers to finance carbon credit 
projects or programs, often in exchange 
for a guaranteed quantity of or price for 
credits generated by the projects or 
programs. 

egulators: The direct regulators of the 
CM are private carbon standard 
rganizations, which are, in most cases, 

international NGOs. The standard 
rganizations set requirements of GHG 
rediting programs that projects and 
rograms must fulfill to generate 

tradable carbon credits. Governments 
ay regulate the VCM, by formulating 

ocial or environmental project 
tandards (safeguards), defining 

carbon rights  benefit sharing 
equirements  or linking the VCM to 
aris Agreement it e t  

compliance carbon markets or other 
carbon pricing schemes. 

Indigenous Peoples and local 
communities (IPLCs): IPLCs may hold 
land, forest, or carbon rights, or have 
customary or traditional access to land 
where emission reduction activities 
take place. As land managers, IPLCs are 
on the supply side of the VCM. They 
may engage directly in project 
development or participate through 
benefit sharing agreements.

How are carbon credit prices 
determined?

The price for a carbon credit is an 
essential piece of information for both 
the supply and demand side of the 
market. On the demand side, it allows 
end buyers to evaluate the costs of 
meeting corporate climate targets 
and to determine what role the VCM 
can play in achieving those targets. On 
the supply side, clear price signals are 
important for project developers to

decide whether it is worth developing 
VCM projects or programs and how 
much carbon finance can contribute to 
development and implementation costs.

At present, the prices in the VCM are not 
transparent. There is no common 
mechanism to set prices and enhance 
market transparency. Carbon credits of 
different origin and quality have 
different prices. In the current VCM 
(November 2021), the price per carbon 
credit can vary from a few cents per 
MtCO2e to USD 20 per MtCO2e. As the 
market gains volume and becomes 
more liquid, more standardized price 
setting methods are likely to emerge. 
Exchanges, credit ratings, and price 
indices are expected to lead to more 
transparent carbon pricing. In addition, 
initiatives such as the Taskforce for 
Scaling Voluntary Carbon Markets are 
looking to increase harmonization, 
efficiency, and transparency of the VCM. 

arbon prices in the VCM are influenced 
y vintage, quality, certifications, 
egotiating power, and risk.    

Newer credits are valued more highly 
than older credits. The year in which a 
carbon credit was issued is its vintage. 
Buyers may prefer credits with newer 
vintages because they are issued 
according to the more recently updated 
methodologies and standard 
requirements and may be available in 
sectors—like nature-based solutions —
that previously were not credited in the 
VCM. It is also easier to determine that 
newer credits are financially 
additional, as credits from older 
vintages may represent GHG emission 
reductions or removals from activities 
that no longer need finance incentives 
from the VCM.
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High-quality credits are more costly. 
Often, projects or programs that 
generate ig uality cre its have 
relatively higher costs for designing and 
implementing activities, monitoring, 
and verifying impacts, and building 
relationships with local stakeholders. 
High-quality credits represent real, 
measurable, and additional GHG 
emission reductions or removals. 
Verifying these impacts necessitates 
increased monitoring reliability, which 
comes with increased costs. i

ity e it  also often yield 
sustainable development, biodiversity 
conservation, and other social or 
ecological benefits in addition to GHG 
reductions or removals, which require 
significant upfront investment. While 
buyers wish to support high-quality 
projects, they do not always 
demonstrate a willingness to pay prices 
that reflect the true financial needs of 
these projects. Increased investment in 
high-quality projects can be encouraged 
by clear and transparent bene t 
s aring requirements in the 
urisdictions where projects take place, 

the use of carbon stan ar s that certify 
ustainable development goal 
ontributions, and monitoring and 
uantification of sustainable 
evelopment benefits to demonstrate 

that high prices are fair. 

dditional certifications can drive 
igher prices. Projects that have 
chieved additional certifications of 
roader sustainability benefits demand 
igher prices. For example, the Cli ate  

Co unity  an  io i ersity Stan ar  
onfirms environmental and social 
enefits of forest carbon projects. Under 

Verra’s Sustainable evelopment 
Verified Impact Standard  t   
t e  t  f  t e   

 e t eve e   e tify 
t i ti  t  t i e

eve e t   e tifie  
t i e eve e t contributions 

give buyers the assurance that such 
benefits are real and likely to generate 
positive environmental and social 
impacts in addition to GHG emission 
reductions and removals. GS4GG and 
SDVISta certify positive environmental 
or social attributes for VCM projects, or
—for project developers that wish to go 
a step further—independently tradable 
sustainable development assets, which 
can be priced independently of carbon 
credits of the underlying project.

Prices are determined by power 
asymmetries and the ability of parties 
to negotiate. If certain buyers or groups 
of buyers dominate shares of the VCM, 
they are often able to determine the 
price. This is particularly true for 
jurisdictional programs for Reduced 
Emissions from Deforestation and 
Degradation lus , where a 
few coordinated multilateral and 
bilateral buyers dominated transactions 
in the past. Results-based payment 
programs, such as the Forest Carbon 
Partnership Facility ( C ) r the REDD 

arly Movers ( M) Programme, or 
ilateral buyers, such as Norway's 

nternational Climate and Forests 
nitiative ( C , set reference prices. 
ecently, the Lowering Emissions by 
ccelerating Forest finance ( )  
oalition, a private-public consortium, 
ecided to set a new, higher reference 
rice. The prices set by these program-

evel initiatives influence project-level 
arbon prices in comparable project 
lasses. 

The distribution of risk is reflected in 
carbon prices. Carbon prices depend on 
the allocation of project development, 
investment, and performance risk. In 
general, the lower the perceived risks, 
and the more robust the measures put 

in place to mitigate i   e e
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t e ity f  e ti  or 
removals, the higher the price of the 
carbon credit. Where buyers act as 
investors in projects, they often retain 
the right to receive carbon credits at a 
discount from market prices. Similarly, 
buyers that agree to make upfront 
payments and share the risk of project 
failure pay less per carbon credit than 
buyers that pay for credits after project 
implementation and certification. 
Buyers that enter into forward contracts 
benefit from fixing prices for future 
carbon credits, which may or may not 
be beneficial for buyers and sellers 
depending on market developments. 
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Carbon standards are central to the 
operation of the voluntary carbon 
market (VCM). Carbon standard 
organizations provide and administer 
the rules and requirements for VCM 
projects and programs, certify and issue 
carbon credits, and facilitate the trade in 
carbon credits. 

What are carbon standards? 

A carbon standard—or GHG crediting 
program—refers to the complete set of 
rules, procedures, and methodologies 
according to which certified carbon 
credits are generated and issued. 
Carbon standards are developed and 
governed by standard 
organizations—typically international 
non-governmental organizations (NGOs) 
that consist of a standard-setting arm, a 
regulatory arm, and a validation and 
verification system usually outsourced to 
third parties. Governments can also 
develop or support the development of 

carbon standards, such as the 
Woodland Carbon Code in t e nite  

ing o  and the Thailand Voluntary 
Emission Reduction Program. 

By developing and administering 
standardized procedures for crediting 
greenhouse gas (GHG) emission 
reductions, avoidance and removals, 
standard organizations act as the 
regulators of the VCM. Given the 
voluntary nature of this market, 
standard organizations fe  t e 

uality of VCM carbon credits and 
rovide credibility to the baseline an

cre it syste  on which the VCM relies. 
tandard organizations with good 
overnance have clear rules and 

equirements that are regularly 
pdated, mechanisms for stakeholder 
onsultation and grievances, specific 

environmental and social safeguard 
equirements, robust methodologies for 
etermining baselines and project 
ontributions, and requirements for 

Chapter 7: What is the role of carbon standards in the
voluntary carbon market?  
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Figure 7.1 | Share of the credits issued in the VCM by the four leading Carbon Standards
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independent review of projects by 
competent, third-party auditors (often 
called Validation and Verification 
Bodies, VVBs). 

Carbon standards both certify carbon 
projects and programs and facilitate the 
trade of carbon cre its  Standards 
i sue one credit for each metric ton of 

HG emissions avoided, reduced, or 
removed, which are measured in tons of 
carbon dioxide equivalents (tCO2e). In 
this way, the standards convert certified 
GHG emission reductions and removals 
into tradable carbon credits. To obtain 
certification of GHG emission reductions 
or removals and be issue  cre its t o 
trade, VCM projects and programs must 
comply with standards’ processes, rules, 
requirements, and safeguards; apply 
methodologies approved by the 
standards; and provide evidence of 
compliance that is generated by activity 
managers and reviewed by an 
independent third-party auditor. Carbon 
standards use registries to track all 
credits generated, transfer tradable 
credits, and trace transactions between 
buyers and sellers.

What are the main carbon 
standards in the VCM?

Carbon standards vary in their 
approaches, methodologies, and 
requirements. The main carbon 
standards—by relative volumes of 
credits issued in 2020—are the Verified 
Carbon Standard (VCS), the Gold 
Standard ( S), the American Carbon 
Registry ( C ), and the Climate Action 
Reserve (C . As shown in Figure 7.1, 

   e t e  t  
i e  i i     f 

e it  e e tive y    f 
e it  i  i y tive i  t  

e i     f e it  i  
tive y i  t e ite  t te  

      ffe  
et ie  f  e t  i  nature-

based solutions ( bS), energy, and 
industrial sectors. The four leading 
standards demonstrate good 
governance. They provide robust rules 
and requirements for project and 
program developers and auditors, and 
impose environmental and social 
safeguards for projects and programs to 
receive credits, including requirements 
that projects avoid harms to biodiversity 
and local ecosystems, follow all national 
and international laws and regulations, 
and conduct consultations with local 
stakeholders, following Free, Prior and 
Informed Consent (FPIC) processes 
when working with Indigenous Peoples.

There are smaller standards that issue 
small shares of credits in the VCM. lan 
Vi o is a standard that sets 
requirements that are specific to 
smallholder and community projects in 
developing countries, with 17 projects 
actively issuing credits. In addition, there 
are various other context-specific 
crediting mechanisms, including 
voluntary domestic carbon standards 
such as those in California, Colombia, 
Thailand, and the United Kingdom.  

In 2020, a new standard, Architecture for 
REDD+ ransactions, the REDD+ 
Environmental Excellence Standard 
( T T S) , was launched.  
formulates and administers 
standardized procedures for crediting 
emission reductions and removals from 
government-sponsored national or large 
sub-national programs for e ucing 

issions fro  eforestation an  
egra ation lus . ART/TREES 

is geared to certify large volumes of 
GHG emission reductions and removals. 

e t ette  f te t f  
t ti  i v vi  i i ti  

e it  e ti e  e   e e 
i e  i  ve e    
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There are also standards that certify 
contributions of VCM activities to 
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Table 7.1: The Four Main Carbon Standards

Standard

Market
Volume

(M =
million)

Name of
credits

(Representing
1 tCO2e)

Geographical
Scope Sectoral Scope

746 M
credits,
70.44%
share

Verified
Carbon
Units (VCUs)

1 792 registered 
projects in 82 
countries. VCS is 
dominant in 
developing countries.

Covers all
project classes.

184 M
credits,
17.37%
share

63 M
credits,
5.95%
share

66 M
credits,
6.23%
share

Verified
Emission
Reductions
(VERs)

Emission
Reduction
Tons (ERTs)

Climate
Reserve
Tonnes
(CRTs)

1 313 registered 
projects in 80 
countries. Credits are 
purchased especially 
by buyers in the 
European Union. 

156 projects in the
United States.

26 projects in the US. 
CAR serves as t e 

ffset ro ect 
egistry for 

California s Ca an
Tra e rogra . CAR 
is also running a pilot 
Emissions Trading 
System in Mexico 
from 2020-2023. 

Covers most
project classes,
but excludes
project-level
REDD+. After 2025,
will only cover
credits backed by
corresponding
adjustments.

Covers industrial
processes; land
use, land use
change and
forestry; carbon
capture; waste.

Covers agriculture 
and forestry;
energy; waste; and
non-CO2 GHG
abatement.

Verified Carbon
Standard (VCS)

Gold Standard
(GS)

American Carbon
Registry (ACR)

Climate Action
Reserve (CAR)

https://www.climateactionreserve.org/resources/programqandas/
https://www.dropbox.com/s/7aifmnyd88orkt2/VCM-Explained-Chapter3.pdf?dl=0


eve e t e  to attach to carbon 
credits that demonstrate SDG benefits, 
and some standards allow projects to 
issue sustainable development credits 
that can be traded independently from 
carbon credits. VCM standard 
organizations that provide labels for 
sustainable development benefits 
include Verra, which administers the 

limate, Community and Biodiversity 
t  CC  nd t e Sustainable 
evelopment Verified Impact Standard 

S  V Sta)  abels, and the Gold 
tandard for the Global Goals ( S )  
D VISta and GS4GG issue tradable 
redits that represent project 
ontributions to the SDGs. 

The certification of SDG benefits is 
particularly relevant for community-
based and NbS projects. Due to their 
potential to offer benefits beyond 
climate change mitigation and offer 
removals, NbS credits are a popular 
project class. Voluntary carbon 
standards have approved 
methodologies to develop and generate 
credits from NbS activities under each 
of the main NbS categories—Forestry, 
Agriculture, and Wetlands. The desire to 
certify the additional benefits of NbS 
projects has played an essential role in 
the development of labels certifying 
strong social-ecological benefits and 
contributions to SDGs.

How do governments and carbon 
standard organizations interact?

Most VCM standards operate outside 
of government regulation. However, as 
governments seek to enhance VCM 
impact and policy alignment, 
interaction between governments and 
standard i ti  i  e e te  t  

 

o ern ents benefit from 
collaboration with private standard 
organizations because standards 
provide technical expertise for robust 
GHG accounting and management of 
carbon offset projects. Working with 
standards can lower countries’ costs 
associating with tracking and trading 
credits. 

To access VCM-based finance directly, 
governments can generate and market 

CM carbon credits. Governments that 
implement ti  , uch as 

EDD+ jurisdictional programs, sell 
redits generated using methodologies 
rovided by standards. Governments 
an also promote the integration of 
CM projects into national systems to 
ttract investments into projects. 

integration can preserve and 
trengthen the environmental integrity 
f projects. For example, in the case of 

, tandards such as Verra’s 
urisdictional and Nested REDD+ ( ) 
ramework or T T S te the 

integration of projects into e e 
. 

Another form of interaction is 
governments’ use of voluntary carbon 
standards to support their domestic 
climate regulations, with some 
governments opting for private 
standards in their public rules. For 
example, the US State of California 
accepted offsets generated by voluntary 
standards (CAR and ACR) and 
eventually delegated the creation of its 
mandatory carbon market to the 
governing body of the CAR. Countries 
such as Colombia and South Africa 
recognize e it  f  GHG carbon 
crediting programs (i.e.  VCS) for liable 
entities to meet carbon tax obligations 
and buil  on the architecture of private 
standards. The Carbon Offsetting and 
Reduction Scheme for International 
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vi ti  C S    i e 
e titie  t  use VCM carbon credits for 
approved GHG emission reduction or 
removal activities, if backed by 
corresponding adjustments. 

Governments may increase interactions 
with standards to accelerate 
implementation of the aris 

gree ent and to e e voluntary 
action. Voluntary carbon finance can be 
used to fill mitigation gaps for sectors 
not covered in ti y ete i e  

t i ti   or to help 
ountries to meet mitigation targets for 
ectors that are covered by NDCs. In 
ome cases, particularly in carbon-

intensive economies, the recognition of 
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 et   e it 
represents one ton of GHG emissions 
removed from the atmosphere or one 
ton of GHG that has not been 
emitted, as compared to a baseline.

How do baseline-and-credit 
systems work?

GHG emission reductions or removals 
are measured using VCM protocols and 
methodologies. The VCM generates 
carbon credits through a baseline-and-
credit system t t compares actual GHG 
emission  to a counterfactual baseline 
emissions scenario. The difference  
between actual and counterfactual 
emissions are accounted f  as GHG 
emission reductions and removals that 
would not have occurred in a business-
as-usual scenario.

To generate carbon cre its in the VCM, 
project or program proponents (i.e.  the 
public or private entities designing the 
mitigation activities) must demonstrate 
that project or program activities lead to 
GHG emission reductions and removals 
beyond those that would have occurred 
in the absence of the carbon activity. A 
baseline or reference level must be 
developed, against which emission 
reductions or removals are quantified. 
Baselines describe a counterfactual 
scenario that will not actually occur, but 
would have occurred in an alternative 
reality without the VCM project or 
program. This makes the e iti  f 
conservative reference scenarios

essential for the e i i ity f e i e   

Standards require that programs and 
projects pass an additionality test to 
demonstrate that project or program 
activities face barriers that would 
prevent them from otherwise going 
ahead. In other words, activities  
cre its are a itional if they would not 

ve e e  i  t e e e f 
 e   e t te 

iti ity    e t 
e t  t f  t e e  

e e   et ie  f t e 
 t  e  i  t ey 

e t  e tify t ei  tivitie

How does government action 
relate to VCM baselines?

National olicies  la s  an  regulations 
must be taken into account when 
testing additionality and developing 
baselines. For example, if there is 
regulation in place to require certain 
emission reduction practices—and 
strong enforcement of th se regulations
—then VCM projects that seek to 
provide incentives for those same 
practices would not be additional, as the 
regulated emission reductions would 
have likely taken place in the absence of 
the VCM project. In the case of 
jurisdictional programs, some 
standards require governments to show 
that ‘additional’ policies and measures 
have been adopted to achieve GHG 
emission reductions and removals 
below jurisdictional reference levels. 

Under the aris gree ent, all 
countries have the obligation to develop 
increasingly comprehensive and

Chapter 8: How are carbon credits generated?
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Box 8.1: Baseline-and-credit systems vs. cap-and-trade systems

Tradable carbon units are either carbon credits generated through baseline-and-credit systems, or 
emissions permits allocated under cap-and-trade systems. Most compliance GHG emission trading 
systems are e te  t e y te  whereas baseline-and-credit systems can be applied to 
both compliance and voluntary markets. The VCM is organized as a baseline-and-credit system. T e 
t e below provides an overview of the most important differences between baseline-and-credit 
and cap-and-trade systems.

Feature/
Mechanism

Traded 
ommodity

Quantity of
commodity
available

Emission
sources
covered

Emissions
impact

Baseline-and-credit

Credits: climate benefits (i.e., GHG emission
reductions and removals) that exceed an
established baseline.

No limit on how many climate benefits can
be generated below an established baseline.

Those approved by standards and for which 
accounting methodologies are available.

The emissions impact of the trade in credits 
is neutral when credits are used to offset 
emissions, i.e., to compensate for emissions 
occurring elsewhere. Trade in credits may 
lead to a decrease in overall emissions if the 
credits are bought for non-offsetting purposes. 
The emissions impact of baseline-and-credit 
systems depends on the use of carbon credits 
by corporates, governments, and civil society 
in the context of credible mitigation strategies. 

Cap-and-trade

Allowances: tradable permits
to emit GHGs.

Limited and determined by the
overall cap, which is set by regulators.

Emissions from sources and
installations that are identified
by law.

The emissions impact of the trade
in allowances is neutral when
allowances are used as permits to
offset emissions. The emissions
impact of the entire cap-and-trade
system depends on a tightening of
the emissions cap over time. 

Figure 8.1 shows an example of a project in which transitioning from conventional power plant to 
wind power generation results in the achievement of emissions reductions relative to the baseline 
power plant emissions that would have occurred without the project.

Sc
en

ar
io

s
Em

is
si

on
s

time

BASELINE PROJECT

Project emissions

GHG reductions achieved = credits generated

Baseline emissions

Pre-project emissions

Figure 8.1 | Example of a baseline-and-credit system

https://www.dropbox.com/s/c8kgp3klbw7t158/VCM-Explained-Chapter7.pdf?dl=0
https://www.dropbox.com/s/jqxvsnj7cvsz23e/VCM-Explained-Chapter9.pdf?dl=0


ambitious Nationally Determined 
Contributions (NDCs) that inform 
national climate targets and plans. This 
presents an essential challenge for 
carbon market mechanisms because 
additionality may need to consider the 
host country’s NDC. However, NDCs are 
often aspirational statements that are 
not backed by concrete policies and 
implementation plans. NDCs are also 
often conditional on additional 
financing. NDCs that are not being 
implemented may not need to be 
considered in VCM baselines or 
additionality tests.  

Governments can encourage the 
development of VCM projects in sectors 
or regions where VCM activities would 
clearly be additional. This is the case for 
sectors or regions not yet adequately 
covered by government regulation. 

Governments can also encourage VCM 
projects in sectors that are covered by 
conditional NDC targets, which depend 
on external financing. In this way, 
government engagement with the VCM 
can ensure that VCM projects 
complement public efforts to mitigate 
climate change.  

What does the VCM project or 
program cycle look like?

The process through which VCM 
projects or programs are designed, 
climate benefits are generated, and 
carbon credits are issued and traded is 
called the project or program cycle. This 
project or program cycle generally 
consists of the steps shown in Figure 8.2 
and described in more detail below. The 
cycle for standards that certify projects
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Carbon development

Carbon standard

prepares

Auditor

Activity
proponent

Project or program
documentation

Monitoring
documentation

Carbon
registry

Registered
project or program

validates

approves

Registration
process

Activities
are monitored

Carbon standard

Auditor

approves

Issuance
process

validates

Project idea Feasibility study Financing Commissioning Operation

Project or program development

Term sheet
preparation

Buyer selection ERPA negotiation Credits delivery

Carbon monetization

Figure 8.2 | VCM Project or Program Cycle



(e.g., Veri e  Carbon Stan ar  and ol  
Stan ar )  and the cycle for those that 
certify jurisdictional programs (e.g., 
Jurisdictional and Nested REDD+ — JNR— 
and Architecture for REDD+ Transactions 
The REDD+ Environmental Excellence 
Standard—ART/TREES) follow comparable 
steps. A distinct feature of ART/TREES is 
that program proponents—called 
participants—must be a national 
government or subnational entity with 
jurisdiction. JNR also requires 
jurisdictional-level proponents, and 
provides different requirements for nested 
or jurisdictional projects or programs.

Planning: Private or public proponents of 
mitigation activities choose a 
VCM standard and an approved 
methodology with which to develop the 
project or program activities. Stakeholders 
are identified. Feasibility studies and 
stakeholder consultations may be 
conducted or initiated during this step. 

Design: Proponents prepare the project or 
program documentation according to the 
guidelines of the carbon standard under 
which they wish for the climate benefits 
from a project or program to be certified. 
The documentation must demonstrate 
that the VCM project has applied the 
chosen methodologies correctly and met 
the associated requirements.  

Validation: To be registered, a project or 
program must be validated by an 
independent third-party auditor, often 
known as a Validation/Verification Body 
(VVB). Validation reports are submitted 
following an audit of the activity design 
documents, which typically includes a site 
visit and consultation with stakeholders. 

egistration  i  t  e i t ti  
v i ti  e t  e evie e  y t e 
t   e t   i  
e i te e  if it eet  t e e   
e i e e t  f t e t  e  i  

it i  e ti e  e t   e i  
i e e t ti  fte  e i t ti

mplementation: A project or program 
is implemented as laid out in the 
documents submitted for registration 
and validation. 

Monitoring: Project or program 
activities are monitored to ensure that 
emission reductions are generated as 
described in project documents. 
Project developers prepare and follow a 
monitoring plan and record emissions 
reductions in periodic monitoring 
reports.

Verification: Project or program 
periodic monitoring reports are verified 
by an independent, third-party auditor 
and by the carbon standard under 
which the project is certified. 
Verification is required for the issuance 
of carbon credits.

Issuance: After the regulatory body of 
the carbon standard approves credit 
issuances, carbon credits are deposited 
into the proponent’s account on the 
registry of the carbon standard. Carbon 
credits can be sold, traded, retired, and 
canceled after they have been issued. 
The terms of the sale are established in 
an mission eduction  urchase 

greement . The sale of carbon 
credits is recorded in the registry of the 
carbon standard, which enables the 
transfer of credits between accounts 
and the tracing of transactions.
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Carbon credits in the voluntary carbon 
market (VCM) are used to voluntarily 
offset greenhouse gas (GHG) emissions 
beyond any offsetting or GHG 
reductions and removals mandated by 
policy. Carbon credits may also be 
purchased and retired without 
offsetting, which drives reductions in 
overall GHG emissions and may enable 
buyers to claim other social and 
environmental contributions. 

What is an offset and how are 
carbon credits used as offsets?

Most carbon cre its are used to offset 
GHG emissions that are emitted by 
business, governing, livelihoods  and 
leisure activities. “Offsetting” 
counteracts the harm of GHG emissions 
by reducing or removing GHG emissions 
of equal proportion. In the case of GHG 
offsetting,  e it  which 
represent eri e  e ission reductions 
or removals, are used by emitters to 

ompensate for GHG

emissions. Carbon credits are often 
referred to as “offsets,” although not all 
carbon credits are used to offset GHG 
emissions  i e   e . 

Carbon offsetting can be part of 
regulated emissions trading systems. 
For example, under the Colombian 
Carbon Tax, VCM carbon credits can be 
used by liable entities to offset carbon 
tax obligations. However, most of the 
carbon credits generated in the VCM 
are used by companies to voluntarily 
offset emissions to meet corporate 
climate pledges or to offer ‘carbon 
neutral’ goods and services. As shown in 
figure 9.1, companies may use carbon 
credits toward net-zero targets to 
compensate for unabated emissions 
and neutralize residual emissions in 
alignment with the Paris Agreement or 
toward offsetting of unabated emissions 
toward carbon neutral goals that are 
not aligned with the Paris Agreement. 

Chapter 9: How are carbon credits used?

VCM Primer | vcmprimer.org

1

Figure 9.1 | Net-zero (Paris-aligned) and carbon neutral (non Paris-aligned) strategies

Net-zero

2020 2030 2040 2050

Emissions Paris-aligned net-zero
abatment pathway

Compensate unabated emissions
Neutralize residual emissions

2020 2030 2040 2050

Emissions Company's abatment pathway
(not Paris-aligned)

Offset unabated emissions

Carbon neutral
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https://verra.org/data-insights/colombia/july-2020/
https://verra.org/data-insights/colombia/july-2020/
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limitations of carbon offsetting?
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carbon credits?
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Carbon rights are important in the 
voluntary carbon market (VCM) because 
they determine who can participate i  

 benefit from VCM activities. Carbon 
rights are assigned based on control of 
an asset or control of a mitigation 
activity. The recognition of carbon rights 
is particularly important for Indigenous 
Peoples and local communities (IPLCs)  
who are the statuary or customary 
owners of many landscapes where VCM 
activities are developed. IPLCs may 
exercise their rights in the VCM as 
project proponents or partners, through 
bene t s aring arrange ents, and 
through consultation processes. 

What are carbon rights?

 absent land titles and forest tenure 
create uncertainty about who can benefit 
from carbon credits. Where  i t  
e te t   t ey e fte   te te  

 i y iti  tte

How are carbon rights 
determined?

Chapter 10: How are carbon and community rights
considered in the voluntary carbon market?  

VCM Primer | vcmprimer.org

1

Carbon rights assign to the holder the 
right to benefit from greenhouse gas 
(GHG) emission reductions or removals. 
Carbon rights are distinct from tradable 
carbon credits. Carbon cre its 
represent GHG emission reductions or 
removals verified and issued in 
accordance with the rules of a particular 
carbon stan ar  Carbon rights define 
the underlying entitlement to benefit 
from GHG emission reductions or 
removals associated with an asset (e.g., 
land or forest) or activity (e.g., a VCM 
project). Those who hold carbon rights 
can transact an  clai  the proceeds 
from the sale of carbon credits. Carbon 
rights may also entitle holders to 
participate in benefit sharing 
agreements. The issue of carbon rights 
is particularly relevant and controversial 
in the context of nature base  
solutions bS  and land sector carbon 
projects and  e t i  e  

In general, carbon rights can either be 
based on the legal control of the 
underlying asset or on the legal control 
of the emission reduction and removal 
activity: 

Control of the infrastructure or land 
asset requires an entity to demonstrate 
t t t ey  property rights or 
entitlement—e.g., ownership, 
management, access, and usufruct or 
other use rights—over the asset that 
underpins the GHG emission reduction 
or removal activity. This can relate to the 
land or forest where a project or 
program is implemented or the physical 
infrastructure of an activity. When 
mitigation activities take place in the 
land sector, rights over assets are 
generally determined by the applicable 
land and forest tenure regime. As such, 
secure and clear land and forest tenure 
facilitates the assignment of clear 
carbon rights for bS projects and 
programs. 

Control of the mitigation activity 
equires an entity to demonstrate t t 

t ey enable and control t  he GHG 
emission reduction or removal activity. 

ights may be claimed based on 
roviding services, finance, or 

technology (e.g., by ro ect e elo ers 
an  nanciers  y tive y ti i ti  

https://www.dropbox.com/s/6gc22d51bs42gle/VCM-Explained-Chapter5.pdf?dl=0
https://www.dropbox.com/s/c8kgp3klbw7t158/VCM-Explained-Chapter7.pdf?dl=0
https://www.dropbox.com/s/jqxvsnj7cvsz23e/VCM-Explained-Chapter9.pdf?dl=0
https://www.dropbox.com/s/4dgw5vhh2ujlhzd/VCM-Explained-Chapter11.pdf?dl=0
https://www.dropbox.com/s/4dgw5vhh2ujlhzd/VCM-Explained-Chapter11.pdf?dl=0
https://www.dropbox.com/s/zb9dl02pl8s6ct7/VCM-Explained-Chapter12.pdf?dl=0
https://www.dropbox.com/s/vg03up6eccm36oa/VCM-Explained-Chapter8.pdf?dl=0
https://www.dropbox.com/s/vg03up6eccm36oa/VCM-Explained-Chapter8.pdf?dl=0
https://www.dropbox.com/s/zb9dl02pl8s6ct7/VCM-Explained-Chapter12.pdf?dl=0
https://www.dropbox.com/s/4dgw5vhh2ujlhzd/VCM-Explained-Chapter11.pdf?dl=0


ǠȄژɋǚƷژGOGژƷȂǠȽȽǠȏȄژȵƷưɓƩɋǠȏȄژȏȵژ 
ȵƷȂȏɫƌǹژƌƩɋǠɫǠɋǠƷȽ٢ژƷِǒًِژǹȏƩƌǹژ 
ƩȏȂȂɓȄǠɋǠƷȽژ٣ًȏȵژƨɲژǚƌɫǠȄǒژȵƷǒɓǹƌɋȏȵɲژ 
ȲȏɬƷȵ٢ژƷِǒِ,ژȄƌɋǠȏȄƌǹژȏȵژȽɓƨȄƌɋǠȏȄƌǹژ 
ǒȏɫƷȵȄȂƷȄɋȽژ٣ِUȄژȄȏȄٮwƨ°ژȲȵȏǱƷƩɋȽژȏȵژ 
ȲȵȏǒȵƌȂȽًژȂȏȽɋژƩƌȵƨȏȄژȵǠǒǚɋȽژƌȵƷژƨƌȽƷưژ 
ȏȄژɋǚƷژƩȏȄɋȵȏǹژȏǑژɋǚƷژȂǠɋǠǒƌɋǠȏȄژƌƩɋǠɫǠɋɲِژ 
UȄژɋǚƷژƩƌȽƷژȏǑژwƨ°ژƌƩɋǠɫǠɋǠƷȽًژưƷɫƷǹȏȲƷȵȽژ 
ȏȵژǒȏɫƷȵȄȂƷȄɋȽژȏƨɋƌǠȄژɋǚƷژȵǠǒǚɋژɋȏژ 
ȴɓƌȄɋǠǑɲًژȂȏȄǠɋȏȵًژƌȄưژǠȽȽɓƷژGOGژ 
ƷȂǠȽȽǠȏȄژȵƷưɓƩɋǠȏȄȽژƌȄưژȵƷȂȏɫƌǹȽژ 
ǒƷȄƷȵƌɋƷưژȏȄژǹƌȄưژɋǚƷɲژưȏژȄȏɋژȏɬȄژǠȄژ 
ȵƷɋɓȵȄژǑȏȵژƌǹǹژȏȵژƌژȲȏȵɋǠȏȄژȏǑژɋǚƷژƩƌȵƨȏȄژ 
ȵǠǒǚɋȽِژ

¾ǚƷژƌȽȽǠǒȄȂƷȄɋژȏǑژƩƌȵƨȏȄژȵǠǒǚɋȽژǠȽژȄȏɋژƌژ 
ȽɋȵƌǠǒǚɋǑȏȵɬƌȵưژɋƌȽǵًژƷȽȲƷƩǠƌǹǹɲژɬǚƷȄژ 
ɋƷȄɓȵƷژȵǠǒǚɋȽژƌȵƷژɓȄƩǹƷƌȵژȏȵژɬǚƷȄژɋǚƷژ 
ƷȄɋǠɋɲژɋǚƌɋژǚƌȽژƩȏȄɋȵȏǹژȏɫƷȵژɋǚƷژƌȽȽƷɋژǠȽژ 
ȄȏɋژɋǚƷژȽƌȂƷژƷȄɋǠɋɲژƌȽژɋǚƷژȏȄƷژ 
ƩȏȄɋȵȏǹǹǠȄǒژɋǚƷژƌƩɋǠɫǠɋɲِژ¾ǚǠȽژƩƌȄژȏƩƩɓȵًژ 
ǑȏȵژǠȄȽɋƌȄƩƷًژɬǚƷȄژƩȏȂȂɓȄǠɋǠƷȽژǚȏǹưژ 
ǑȏȵƷȽɋژȲȵȏȲƷȵɋɲژȵǠǒǚɋȽژǠȄژƌژƩȏɓȄɋȵɲژƨɓɋژ 
ɬǚƷȵƷژǒȏɫƷȵȄȂƷȄɋȽژƌȵƷژɋƌǵǠȄǒژɋǚƷژǹƷƌưژ 
ǠȄژưƷɫƷǹȏȲǠȄǒژƌȄưژǠȂȲǹƷȂƷȄɋǠȄǒژ 
ǑȏȵƷȽɋȵɲژÝ�uژȲȵȏǱƷƩɋȽژȏȵژȲȵȏǒȵƌȂȽِژ�ǹƷƌrً 
ɋȵƌȄȽȲƌȵƷȄɋًژƌȄưژȲƌȵɋǠƩǠȲƌɋȏȵɲژbenefit 
sharingژƌȵȵƌȄǒƷȂƷȄɋȽژƌȵƷژƩȵɓƩǠƌǹژǠȄژ 
ɋǚƷȽƷژȽǠɋɓƌɋǠȏȄȽِ

How are the rights of Indigenous 
Peoples and local communities 
claimed and recognized in the 

VCM?

GǹȏƨƌǹǹɲًژU¥k�ȽژƌȵƷژɋǚƷژǑȏȵȂƌǹًژ 
ƩɓȽɋȏȂƌȵɲًژȏȵژƌȄƩƷȽɋȵƌǹژȂƌȄƌǒƷȵȽژȏǑژ 
ǹƌȵǒƷژǹƌȄưȽƩƌȲƷژƌȄưژǑȏȵƷȽɋژƌȵƷƌȽِژÞǚƷȵƷژ 
I¥k�ȽژƌȵƷژƌƨǹƷژɋȏژdetermine ecosystem 
managementًژɋǚƷǠȵژɋƷȵȵǠɋȏȵǠƷȽژƷɱǚǠƨǠɋژ 
ǚǠǒǚژȵƌɋƷȽژȏǑژcarbon storageًژ 
biodiversityًژƌȄưژother ecosystem 
servicesًژƌȄưژreduced deforestation 
and degradationِژUȄưǠǒƷȄȏɓȽژ¥ƷȏȲǹƷȽژټ 
lƌȄưȽژƌȵƷژƷȽɋǠȂƌɋƷưژɋȏژǠȄƩǹɓưƷژat least
ǒǹȏƨƌǹǹɲِژƷƩȏȽɲȽɋƷȂȽژǑȏȵƷȽɋژǠȄɋƌƩɋژȏǑژ36%

FǠǒɓȵƷژِژȽǚȏɬȽژƩƌȵƨȏȄژȽɋȏȵƌǒƷژǠȄژU¥k� ژ
ǹƌȄưȽژƨɲژƩȏȄɋǠȄƷȄɋȽژƌȄưژǑȏȵƷȽɋژȵƷǒǠȏȄȽِژژ 
I¥k�ȽژɬƷȵƷژƷȽɋǠȂƌɋƷưژɋȏژȂƌȄƌǒƷژat 
least 17%٪ȏȵژȄƷƌȵǹɲژבژȂƷɋȵǠƩژɋȏȄȽ٪ȏǑژ 
ɋǚƷژɋȏɋƌǹژƩƌȵƨȏȄژȽɋȏȵƷưژǠȄژגהژƩȏɓȄɋȵǠƷȽژ 
ǒǹȏƨƌǹǹɲًژǠȄƩǹɓưǠȄǒژǠȄژƌǹǹژȏǑژɋǚƷژȂƌǱȏȵژ 
ȵƌǠȄǑȏȵƷȽɋژȵƷǒǠȏȄȽِژGǹȏƨƌǹǹɲًژɋǚƷژƩƌȵƨȏȄژ 
ȽɋȏȵƷưژǠȄژǑȏȵƷȽɋژǹƌȄưȽژɋȏژɬǚǠƩǚژU¥k�Ƚژ 
hƌɫƷژǹƷǒƌǹژȵǠǒǚɋȽژȂƌɲژƨƷژƌȽژȂɓƩǚژƌȽ37.7ژ 
billion tonnesژȏǑژƩƌȵƨȏȄِژ%ƷȲƷȄưǠȄǒژȏȄژ 
hȏɬژɋƷȄɓȵƷژȵǠǒǚɋȽژƌȵƷژƌǹǹȏƩƌɋƷưً
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https://www.dropbox.com/s/4dgw5vhh2ujlhzd/VCM-Explained-Chapter11.pdf?dl=0
https://www.dropbox.com/s/4dgw5vhh2ujlhzd/VCM-Explained-Chapter11.pdf?dl=0
https://www.pnas.org/content/117/34/20495/tab-article-info
https://www.pnas.org/content/117/34/20495/tab-article-info
https://rightsandresources.org/wp-content/uploads/2018/09/A-Global-Baseline_RRI_Sept-2018.pdf
https://www.sciencedirect.com/science/article/abs/pii/S1462901119301042
https://esajournals.onlinelibrary.wiley.com/doi/full/10.1002/fee.2148
https://esajournals.onlinelibrary.wiley.com/doi/full/10.1002/fee.2148
https://www.nature.com/articles/s41893-021-00815-2
https://www.nature.com/articles/s41893-021-00815-2
https://esajournals.onlinelibrary.wiley.com/doi/full/10.1002/fee.2148
https://esajournals.onlinelibrary.wiley.com/doi/full/10.1002/fee.2148
https://rightsandresources.org/wp-content/uploads/2018/09/A-Global-Baseline_RRI_Sept-2018.pdf
https://rightsandresources.org/wp-content/uploads/2018/09/A-Global-Baseline_RRI_Sept-2018.pdf
https://www.wri.org/research/securing-rights-combating-climate-change
https://www.wri.org/research/securing-rights-combating-climate-change
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https://drawdown.org/solutions/indigenous-peoples-forest-tenure/technical-summary
https://www.artredd.org/trees/
https://www.dropbox.com/s/e5c6197uezjv5re/VCM-Explained-Chapter6.pdf?dl=0
https://www.dropbox.com/s/e5c6197uezjv5re/VCM-Explained-Chapter6.pdf?dl=0
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Local communities, Indigenous Peoples, 
landowners, and other stakeholders 
involved in carbon projects or programs 
may receive benefits directly from the 
sale of carbon credits or through benefit 
sharing arrangements. Benefit sharing 
arrangements identify how monetary 
and non-monetary benefits will be 
allocated to which stakeholders and 
how the distribution will take place. 

at is bene t s aring

enefit sharing is the allocation of the 
roceeds from the commercialization of 

carbon cre its to local stakeholders 
involved in a carbon project or program. 
The goal of benefit sharing is to reward 
local actors for past contributions to 
greenhouse gas emission reductions 
and removals and to incentivize future 
contributions to climate change 
mitigation activities. It can also be used 
to avoid future emissions by, for 
example, rewarding conservation and 
good stewardship of ecosystems. In 
addition to incentivizing relevant actors 
to participate in and support the 
implementation of carbon projects and 
programs, benefit sharing aims to 
increase the legitimacy of carbon 
markets by providing tangible benefits 
from activities that involve or affect 
local stakeholders. 

Benefit sharing is primarily used in 
nature base  solutions bS  projects, 
such as avoided deforestation or 
community forest projects, but also 
applies to other community-based 
carbon activities.  

Benefit sharing arrangements are often 
designed to reward and incentivize the 
activities of Indigenous Peoples, 
dependent communities, smallholder 
farmers and other actors whose 
livelihoods intersect with forest 
conservation and sustainable land 
management activities. Benefit sharing 
arrangements outline who will bear the 
costs and benefits of carbon projects 
and programs, through which 
institutional arrangements, and under 
which conditions, as well as how 
decisions are made and implemented. 
When agreements are established in an 
inclusive, transparent, and equitable 
manner, actors are more likely to 
participate in carbon projects or 
programs. 

Benefit sharing is relevant to 
governments in two ways: 

1. Governments are required to develop
government-driven benefit sharing
mechanisms for jurisdictional
programs and project activities that
they sponsor.

2. Governments can regulate private
benefit sharing by creating guidelines
for benefit sharing best practices.

at are t e best ractices for 
bene t s aring  

Benefit sharing agreements should 
be based on the right to Free, Prior 
and Informed Consent (FPIC) of 
n igenous eo les an  local 

co unities  Consequently, 
benefit sharing negotiations should 
start with a clear understanding of 
land and resource i t  t e ee  

C a ter  o  are VCM bene ts s are  it  local
co unities   
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and priorities of affected peoples and 
communities, and potential barriers to 
participation. 

he esigning ene t S aring 
rrange ents   esource for 

Countries latfor  from the World
ank Forest Carbon Partnership Facility 

( C ) and  the ioCarbon Fund
nitiative for Sustainable Forest
andscapes ( ioC  S ) outlines the

following key elements and approaches
for benefit sharing arrangements:

ro ect or rogra  anagers nee  to 
i entify all rele ant bene ciaries  
Beneficiaries include groups who are 
contributing directly to generating or 
sustaining emission reductions and 
removals, have historically managed 
land or contributed to avoided emissions 
in the project or program area, and those 
who require incentives to contribute to 
mitigation goals. Beneficiaries may 
include , overnment entities, 

rivate landowners, and any actors who 
engage either in behavior that should be 
ewarded (e.g.  conservation) or behavior 

that should be changed (e.g.  
eforestation). 

ene t s aring arrange ents s oul  
be trans arent  They should reveal risks, 
challenges, successes, and rewards of 
mitigation activities as well as how 
benefits are allocated between 
stakeholders. Where there are existing

or potential conflicting interests, these 
should be discussed openly with 
beneficiaries. Managing expectations is 
essential to maintain trust and 
legitimacy for stakeholders. Formal and 
informal, statuary and customary land 
and carbon rights inform benefit 
sharing arrangements and facilitate 
effective benefit distribution.  Cost-
benefit analyses can help stakeholders 
understand and make informed 
decisions about their role in the 
mitigation activity.

Successful bene t s aring e en s on 
effecti e  e tensi e  an  fre uent 
consultations it  stake ol ers  
Consultations build and maintain trust 
and ensure that arrangements continue 
to meet beneficiaries’ needs. Through 
consultation, beneficiaries should set 
criteria for their participation in mitigation 
activities to ensure that benefits reflect 
stakeholders’ needs and priorities. 
Consultations should be initiated before 
the activity is implemented and occur 
regularly throughout all stages of a project 
or program so that benefit sharing 
arrangements can be revised based on 
changing conditions and project 
outcomes.

ene t s aring s oul  be linke  to t e 
contributions fro  stake ol ers to 

itigation acti ities  Benefits can 
compensate transaction, implementation 
and opportunity costs i e  y 
t e e
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e efit  can be output-based, in which 
case local stakeholders are rewarded 
for achieving mitigation or conservation 
outcomes, or input-based, in which 
case local stakeholders receive benefits 
for carrying out activities that maintain 
ecosystems. 

Benefits can be monetary or non-
monetary. Non-monetary benefits may 
include training, capacity-building, 
provision of infrastructure or social 
services, agricultural inputs, technology, 
strengthened land tenure or 
governance, access to ecosystem 
services, and introduction of alternative 
livelihood or revenue-generating 
activities.

ene t s aring arrange ents can also 
itigate e isting ine ualities in 

bene ciary co unities  This can be 
done by involving Indigenous Peoples, 
smallholders, forest communities and 
other historically marginalized groups 
even if they are not agents of 
deforestation. Benefit sharing can help 
to redress socioeconomic inequality, 
recognize land and carbon rights, and 
sustain climate change mitigation 
outcomes. When benefit sharing does 
not address inequalities, it can 
exacerbate existing socioeconomic 
divisions, land tenure insecurity, gender 
discrimination, and elite capture of 
resources. Benefits may include 
capacity-building needed for 
t e e  t  ieve  e eive 
e efit

Suf cient nancial  a inistrati e  
an  tec nical resources to i le ent 
an  aintain bene t s aring 
arrange ents ust be bu gete  
Benefit distribution is determined by 
differentiated beneficiary groups and 
the mechanisms required to share 
different types of benefits. Benefits may 
be distributed based on future or past 
contributions to reduced or avoided 
emissions, beneficiaries’ level of need for 
incentives, and/or indicators such as 

ustainable evelopment oals. Project 
and program implementers should be 
prepared to provide upfront resources 
to design and fully implement 
consultations and benefit sharing 
arrangements. Engaging existing 
institutions and payment for ecosystem 
services programs can reduce start up 
and transaction costs.

t is i ortant to re e ber t at t ere 
is no one si e ts all for bene t 
s aring  Arrangements should be 
developed based on the specific land 
tenure, governance, land use, historical 
and political conditions. They depend to 
a large extend on local circumstances 
and conditions. Therefore, benefit 
sharing arrangements should not be 
scaled up or applied from one project to 
another without careful prior 
assessment and consultation.
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Box 12.1: High Forest Low Deforestation (HFLD) Countries 

Under VCM rules, GHG emission r eductions and consequent results-based 
payments for avoided deforestation or degradation can only be generated where 
there are measured, evident threats to forests. Credits traded in the VCM represent 
reductions in GHG emissions calculated against a counterfactual baseline scenario. 
This means that VCM credits are not designed to incentivize or fund forest 
conservation in areas with low rates of deforestation, such as HFLD countries. The 
underlying logic of carbon markets therefore leaves limited scope for conservation 
projects and programs to access carbon finance.

However, there is interest in finding incentives for HFLD countries that could enable 
access to market finance. The ART/TREES standard (version 2.0) provides for carbon 
market payments for HFLD countries, but it remains to be seen how the proposed 
rules are applied by countries. Additionally, mechanisms outside of the VCM should 
be developed to support HFLD areas for the service of providing vital carbon sinks 
and safeguarding natural ecosystems and biodiversity. Such mechanisms could be 
implemented in the context of the Warsaw Framework for REDD+, which explicitly 
recognizes the importance of conservation. Conservation could be rewarded 
through alternative finance or results-based payments. 

https://www.artredd.org/trees/
https://www.dropbox.com/s/b22bnfhzmurfxxj/VCM-Explained-Chapter13.pdf?dl=0
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The voluntary carbon market (VCM) 
incorporates Reducing Emissions from 
Deforestation and Degradation plus 
(REDD+) through the certification and 
trade of carbon credits that are generated 
by projects and programs that seek to 
reduce deforestation. Carbon standards 
have developed methodologies to certify 
certain types of REDD+ activities, including 
standards focused specifically on the 
certification of jurisdictional-scale REDD+.  

What is REDD+?

REDD+ stands for the international 
framework of “Reducing Emissions from 
Deforestation and Degradation plus 
conservation, sustainable management, 
and enhancement of forest stocks.” REDD
+ describes an incentive framework under 
the United Nations Framework 
Convention on Climate Change (UNFCCC) 
for developing countries to reduce forest 
emissions and increase the sequestration 
of carbon in forests. In 2013, the 
Conference of the Parties (COP) to the 
UNFCCC adopted t e “ Warsaw 
Framework f or REDD+ (WFR),” a set of 
seven UNFCCC decisions, as the rules 
governing REDD+. The WFR provides 
criteria for developing countries to 
implement REDD+, measure r esults, 
implement safeguards, and access 
finance. Countries are encouraged t o 
develop national or jurisdictional 
programs to guide implementation of
REDD+. National   define 
measures to address deforestation, 
conserve and enhance forest carbon 
stocks, establish a forest efe e e 
e i i  eve  e t i  f e t 

it i  y te   e e 
bene t s aring  fe  

The WFR requires that countries develop 
national accounting frameworks for 
REDD+. Subnational accounting and 
implementation can serve as interim 
steps towards national implementation. 
Participating countries can decide on 
the REDD+ measures they will take to 
reduce deforestation and degradation, 
enhance forest carbon stocks, or 
sustainably manage forests. 
Participation in market-based 
approaches, including the VCM, is one 
way that countries can achieve REDD+ 
results. Figure 13.1 provides an overview 
of the development of REDD+.

Governments can support jurisdictional 
 programs under carbon arket 

stan ar s such as Verra’s Jurisdictional 
and Nested REDD+ Framework (JNR) 

 t e Architecture for REDD+ 
Transactions’ The REDD+ 
Environmental Excellence Standard 
(ART/TREES). Governments can also 
support project-level REDD+ activities on 
their territory as part of public measures 
to reduce deforestation and forest 
degradation or to encourage private 
project developers to develop and 
finance projects and programs that 
contribute to REDD+ outcomes.

Governments can facilitate REDD+ 
investments in the context of 
jurisdictional programs or projects by 
clarifying and securing land, resource, 
and carbon rights. To encourage VCM 
i ve t e t  t ie   eve  
e t y e vi e t  t t f i it te 
i e t i ve t e t i   t  t e 

 ve e t e ie  y  e 
e t eve e   t e
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Government agencies can partner with 
local landowners, civil society 
organizations  or communities to 
develop REDD+ projects and sell credits.

The WFR creates the necessary 
architecture to reward developing 
countries through results-based 
payments for REDD+ benefits. The WFR 
also recognizes that market-based 
finance such as the VCM may require 
additional criteria to receive payments, 
such as independent verification of 
results. The Paris Agreement opens the 

i i ity f  f e t    
e it  t  e t te  e  t e 

itie  t t ve  coo erati e 
a roac es un er rticle  f t e 

ee e t   

Countries can develop cooperative 
REDD+ programs under Article 6.2 of 
the Paris Agreement, and REDD+ 
projects may be accredited under 
Article 6.4 of the Paris Agreement, 
provided they meet the mechanism’s 
requirements and are approved by 
governments. Private actors can seek 
authorization to participate in such 
programs and projects under both 
Article 6.2 and 6.4. While REDD+ 
programs can also continue under the 
VCM, aut ori ation under Article 6 is 
necessary if participants want to ensure 
that greenhouse gas (GHG) reductions 

e e  y corres on ing 
a ust ents    t t i t 
t e t t y  ti y 

ete i e  t i ti  

2

VCM Primer | vcmprimer.org

First project initiated
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Bosque Mbaracayu (Paraguay)

First project validated
Scopel 'Te project (Mexico)

First project verified
Noel Kempff Climate Action 
(Bolivia)

First project to achieve validation
and verification under the VCS
Kasigau corridor REDD+ Project (Kenya)
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Figure 13.1 | Development of REDD+
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How is REDD+ integrated in the 
VCM?

REDD+ is one category of nature-based 
solution (NbS) carbon projects or 
programs. REDD+ can include avoided 
deforestation (AD), integrated forest 
management (IFM), and afforestation, 
reforestation and regeneration (ARR) 
project types. REDD+ can be developed 
at a project level or a jurisdictional or 
program level. As of September 2021, 
there were 356 VCM REDD+ projects 
(AD, IFM and ARR) in 51 countries. 
Verra’s Verified Carbon Standard (VCS) 
has eight methodologies that support 
REDD+.  REDD+ has become more 
popular among voluntary buyers in 
recent years, with a huge jump in credit 
issues in the last five years (2017-2021) 
compared to all the preceding years. 
The annual credit issuance for REDD+ 
grew by 40 times between 2016, when 
5.4 million credits were issued, and the 
first 10 months of 2021, which saw the 
i e f  i i   e it  
e ee i   evi  ye  

Jurisdictional and e te   
e    ite t e f  

 ti  e  
vi e t  e e e t  
T T S  vi e et ie  to 

certify jurisdictional-scale REDD+ credits 
that can be traded in the VCM.  JNR is 
offered and managed by Verra. 
ART/TREES is a new independent 
standard. The first Letters of Intent for 
transactions involving jurisdictional 
credits certified under ART/TREES were 
signed in November 2021 at the 
UNFCCC 26th Conference of the Parties 
(COP26)   f   e it  ve ee  
i e  e    

e  f  ti   
e it  fte  e e t ei    
e  e   e t y 

Partnership Facility ( C )  has two trust 
funds—the Readiness Fund and the 
Carbon Fund—that provide finance for 
national REDD+ strategies and large-
scale REDD+ programs, respectively. Like 
private standards, the FCPF has defined 
rules, in the form of a methodological 
framework, to certify emission 
reductions from REDD+ programs. As of 
December 2021, the FCPF Carbon Fund 
had signed Emission Reduction 
Payment Agreements (ERPAs) with 
15 countries. Similarly, the Green Climate 
Fund allocates funds with respect to the 
three REDD+ phases of readiness, 
implementation, and results-based 
payments (RBP), with its own 
“Performance measurement framework 
for REDD+.” As of December 2021, the 
Green Climate Fund ha  supported the 
REDD+ efforts of  countries. 

Is government implementation of 
the WFR and REDD+ compatible 
with engagement in the VCM? 

REDD+, as defined by the WFR, is a 
results-based payment mechanism, like 
the VCM. However, reporting 
requirements under the WFR are 
insufficient to generate high-quality 
tradable GHG emission reduction and 
removal credits. For credits from REDD+ 
to be traded on the VCM, results must 
meet the monitoring, validation and 
verification requirements from VCM 
standard-setting bodies.

 t e t  t e e  ee  e 
e  f  e t eve  e it  t  f  

i i ti  e it  i i ti eve  
 e eive   f  i te   

ti te  e ie   e i i e 
i ivi   e t  e eive  

y e t t  t e   
i e et  e e t y  e it  

f  i i ti   e e i  
e  i  t e  
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Some private programs, such as the 
International Civil Aviation Organization’s 
“Carbon Offsetting and Reduction 

cheme for International Aviation” (ICAO 
CORSIA), have exclusively authorized 
urisdictional-scale REDD+ credits. In 2021, 

the e i  i i  y e e ti  
e t fi e L  iti , a coalition 

f public and private buyers, mobilized 
SD1 billion for jurisdictional REDD+ 
redits. Other buyers continue to prefer 
roject-based REDD+ projects, which are 

faster to implement and for which risks 
re easier to control.

REDD+ programs and projects come with 
significant environmental and social 
benefits. However, they are not without 
risks. REDD+ projects have had inflated 
baselines and credit expectations, and 
jurisdictional programs face the risk of 
policy reversal that undermines forest 
activities. Projects and programs have 
been criticized for failure to involve local 
populations in the project or program 
design and benefit sharing or where 
emissions have been displaced rather 
than reduced. Despite  risks, well-
designed REDD+ programs have an 
important role to play in countries’ efforts 
to meet their Nationally Determined 
Contributions (NDCs) under the Paris 
Agreement. Jurisdictional-level REDD+ 
builds on governments’ ability to 
influence land use and land use change 
through policies. VCM projects can 
complement these efforts by attracting 
finance quickly to areas where forest is 

t   e e t e e  f i  
i ie  i ite
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Box 14.1: Is nesting required for REDD+ to generate credits that are traded in the 
VCM? 
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Figure 14.1 | Structures for REDD+
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Projects are incentivized, maybe 
regulated

No results-based financing or 
sale of carbon credit by the 
government

Government role is as regulator, 
not Emission Reductions 
program manager

Key features

Crediting at
national level

Rewards based on
allocation approach

Emission reductions credited up 
to national̇level performance 
(only)

Projects encouraged to receive 
rewards based on GHG 
performance (linked to national 
performance)

Government control over 
Emission Reductions and 
distribution of carbon benefits 
via an agreed 'allocation method'

Key features

Emission reductions credited at 
national and projecṫlevel
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