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Carbon credit markets are a carrot for climate action

Bl
Carbon credit markets reward Permit markets discourage
greenhouse gas mitigation greenhouse gas emissions
Carbon credits issued: Permits auctioned or allocated:
€ reward for GHG emission € disincentive to emit GHGs

reductions or removals

GHG emissions
(at the level of the emissions
trading system)

GHG emissions

(at the level of the carbon
credit-generating activity)
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In theory: Carbon credits could support cost-effective global
climate change mitigation
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But in practice: Realising the benefits of carbon credit markets is
difficult

Bl
Practical challenges include: Outcome:
A Generating demand / revenues Weak demand and price signal limits market
LeO°) for carbon credits scale
%}8 Targeting the revenues to Money to non-additional (inframarginal)
EFE"S additional activities projects = ineffective spend
< "E; Complicated and costly High transaction costs, challenging for
L 3dministration administrator to ensure market quality
[—
Creating a stable and long-term Investment uncertainty for mitigation
price signal activity proponents
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Carbon credit markets have changed significantly over time
I

* Carbon credit demand crashed in 2012 and is still recovering
* Carbon credit supply has shifted from international = independent crediting mechanisms
* Current implementation efforts focus on aligning supply with Article 6 of the Paris Agreement
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Article 6 of the Paris Agreement is in an implementation phase,

but it takes time to (re)build international carbon credit markets
.
Key policy decisions related
to trading relationships Implementation status

Whether to trade?
\ countries interested in Article 6

participation

With whom to trade?

countries with bilateral agreements /
memoranda of understanding

countries with registered
co-operative approaches

How to operationalise

countries that have completed bilateral
transfers of internationally transferred
mitigation outcomes (ITMOs)

Sources: A6IP (2026, updated 16 May), UNEP-CCC (2026, updated April); UNFCCC (2026); FOEN (2026); JCMA (2025)



https://a6partnership.org/a6-implementation-status/enhancing-ndc-ambition-through-article-6-mechanisms
https://unepccc.org/article-6-pipeline/
https://unfccc.int/process-and-meetings/the-paris-agreement/article-6/article-62/carp/reports
https://www.emissionsregistry.admin.ch/
https://gec.jp/jcm/agency/en/news/tags/itmos/

Key challenge for carbon credit policy: Quality costs
.

Carbon credits issued

GHG emissions

Credit-generating Time
activity begins




Key challenge for carbon credit policy: Quality costs
.

Revealed: more than 90% of rainforest
carbon offsets by biggest certifier are
worthless, analysis shows

Too many carbon
credits issued

Investigation into Verra carbon standard finds most are ‘phantom
credits’ and may worsen global heating

‘Nowhere else to go': Alto Mayo, Peru, at centre of conservation

A \ofb row
36 .* Greenwashing or a net zero necessity? Scientists on carbon
‘\\ \y . offsetting
\(\ ”"‘ Carbon offsets flawed but we are in a climate emergency
*
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O The Alto Mayo protection forest in Moyobamba, Peru, was supposed to be a flagship offsetting

project but has faced human rights issues. Composite: Guardian Design/AFP/Getty Images




Key challenge for carbon credit policy: Quality costs
.

Paris Agreement Crediting Mechanism
Few carbon credits issued

1 Mechanism methodologies shall [...]:

* be/...] conservative, credible and
below business as usual

» contribute to the equitable sharing
of mitigation benefits between |[...]
Parties

* align with the long-term
temperature goal of the Paris
Agreement

GHG emissions

Credit-generating Time
activity begins




Will demand for high-quality credits materialise?

Some (far from all) activities in
carbon credit markets today:
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Key policy decision for climate councils to advise on:
Risk and opportunities associated with Article 6 participation

Bl
For buyer / climate :
, Opportunit
m co-operation / seller PR “

If implemented poorly 2 can undermine

Can support technology transfer and broader

For buyer Sl e e e T TR @ e cl!mate leadership and public acceptability of
. climate goals
Strategic _
For climate Creates win-win relationships under the Paris If implemented poorly 2 can undermine
co-operation Agreement climate ambition and action

Preliminary analysis - please do not cite or quote
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Key policy decision for climate councils to advise on:

Risk and opportunities associated with Article 6 participation
I

For buyer / climate
co-operation / seller

Opportunity

Can support technology transfer and broader If implemented poorly = can undermine

For buyer Sl e e e T TR @ e climate leadership and public acceptability of
Strategic climate goals

For climate Creates win-win relationships under the Paris If implemented poorly 2 can undermine

co-operation Agreement climate ambition and action

Enables lower-cost mitigation to contribute Cost savings are smaller than estimated due to

For buyer towards NDC e.g. foregone co-benefits of domestic mitigation
Economic or transaction costs

For climate Enables lower-cost mitigation to deliver on If supply fails does not meet demand - less

co-operation global goals mitigation overall, higher climate damages

For b Can enable more ambitious targets (if used to Can undermine ambition (if used too flexibly at

or buyer complement strong domestic action) the expense of domestic action)

Environmental Can strengthen government capacities (e.g. . :

For seller MRYV, institutional arrangements) relevant for Mgl iitzd peerly = ean Liszimlie N

: : : .. ambition and achievement
future implementation of climate policies

Preliminary analysis - please do not cite or quote



Key OECD outputs on carbon credit markets
m

OECD Environment Working Papers No. 276

OECD Environment Working Papers No. 263

Lena Wiest,
Klas Wetterberg,
Max Skoczylas,
Elisa Lanzi

OECD Environment Working Papers No. 244

Klas Wetterberg,
Jane Ellis,

Lambert Schneider

OECD (2026): Scaled-up crediting

OECD (2024): The interplay OECD (2025): Exploring
between voluntary and compliance governments’ efforts to shape approaches to deliver climate
carbon markets: Implications for carbon credit markets: Possible change mitigation results: Paying
actions to enhance integrity for performance?

environmental integrity
Risk and opportunities of

large-scale (jurisdictional,
sectoral and policy-based)
crediting approaches

Strategic levers for
governments to
accelerate integrity
enhancements

Understanding the
interactions between
different carbon credit
market segments



https://www.oecd.org/en/publications/exploring-governments-efforts-to-shape-carbon-credit-markets_0bafe9af-en.html
https://www.oecd.org/en/publications/the-interplay-between-voluntary-and-compliance-carbon-markets_500198e1-en.html
https://www.oecd.org/en/publications/scaled-up-crediting-approaches-to-deliver-climate-change-mitigation-results_8116365a-en.html

.
Thank you!

Klas.Wetterberg@oecd.org
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