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Growth in the Global Carbon Market Growth in the Global Carbon Market 



Types of Carbon MarketsTypes of Carbon Markets

Compliance MarketCompliance Market
European Emissions European Emissions 
Trading SystemTrading System
Regional US systems Regional US systems 
(RGGI)(RGGI)
Future US Cap and Future US Cap and 
Trade System?Trade System?

Voluntary MarketVoluntary Market
Chicago Climate Chicago Climate 
Exchange (CCX)Exchange (CCX)
Over the Counter Over the Counter 
Market (OTC)Market (OTC)



Growth in the Global Carbon Market Growth in the Global Carbon Market 
(Voluntary)(Voluntary)



Allowances and OffsetsAllowances and Offsets

Allowance:Allowance: a permit to emit greenhouse gases a permit to emit greenhouse gases 
(GHG)(GHG)

Offset:Offset: a credit for the reduction, removal, or a credit for the reduction, removal, or 
avoidance of GHG emissions from a specific avoidance of GHG emissions from a specific 
project that is used to compensate for GHG project that is used to compensate for GHG 
emissions occurring elsewhere emissions occurring elsewhere 



Opportunities with OffsetsOpportunities with Offsets

Provide Provide opportunity to purchase emission opportunity to purchase emission 
reductions reductions 
Reduce costs of emission Reduce costs of emission reductions in reductions in 
compliance markets compliance markets 
Deliver environmental and economic coDeliver environmental and economic co--
benefitsbenefits



Types of Offset Types of Offset ProjectsProjects
(2008 Transaction Volume)(2008 Transaction Volume)

Source: Ecosystem Marketplace, New Carbon Finance.



Challenges with OffsetsChallenges with Offsets

Potential for fraudPotential for fraud
Difficult to measure Difficult to measure 
ControversialControversial



Offset Quality Offset Quality CriteriaCriteria

Offsets should be realOffsets should be real

Offsets should be additionalOffsets should be additional

Offsets should be based on a realistic baseline Offsets should be based on a realistic baseline 

Offsets should be quantified and monitoredOffsets should be quantified and monitored



Offset Quality Offset Quality Criteria (Cont.) Criteria (Cont.) 

Offsets should be independently verified  Offsets should be independently verified  

Offsets should address leakageOffsets should address leakage

Offsets should address permanenceOffsets should address permanence



Many Many ““Verification StandardsVerification Standards””
EmergingEmerging



Emerging standards vary in rigor and Emerging standards vary in rigor and 
cost of implementationcost of implementation

Chicago Climate Chicago Climate Exchange (CCX)Exchange (CCX)
Voluntary Carbon Standard (VCS)Voluntary Carbon Standard (VCS)
California Climate Action Reserve (CCAR)California Climate Action Reserve (CCAR)



Credit Prices Credit Prices Vary Vary by by StandardStandard
(2008 average values)(2008 average values)

Source: Ecosystem Marketplace, New Carbon Finance.
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ConclusionsConclusions

Carbon markets, policies and verification Carbon markets, policies and verification 
standards are rapidly evolvingstandards are rapidly evolving

It is difficult to predict the potential value of It is difficult to predict the potential value of 
carbon credits derived from forest carbon credits derived from forest 
management on Trust Lands management on Trust Lands 



ConclusionsConclusions

DonDon’’t expect a carbon t expect a carbon ““windfallwindfall””, but carbon , but carbon 
credits will likely offer an additional income credits will likely offer an additional income 
stream for MN forest management activitiesstream for MN forest management activities
More detailed study is needed; e.g., proposed More detailed study is needed; e.g., proposed 
LCCMR projects:LCCMR projects:

““Climate Change Adaptation Plans for Climate Change Adaptation Plans for 
MinnesotaMinnesota’’s Natural Resourcess Natural Resources””
““Demonstrating Carbon Sequestration in Demonstrating Carbon Sequestration in 
Minnesota ForestsMinnesota Forests””



Questions?Questions?

Contact:Contact:
jimjim..manolismanolis@state.@state.mnmn.us.us

651651--259259--55465546

mailto:jim.manolis@state.mn.us
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