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Carbon credits are emerging as a key tool for companies to meet a number of objectives, including 

emission-reduction targets, compliance obligations, investor expectations, and disclosure 

requirements. Demand for these credits is coming primarily through voluntary carbon markets—the 

main arena where companies purchase credits to voluntarily o�set unavoidable emissions. More 

recently, demand is also coming from the expanding compliance carbon markets, where some 

schemes permit the use of such credits to meet regulatory mandates, though with a quality �lter 

and a cap on the share of credits allowed as a percentage of the compliance scheme. As the Paris 

Agreement’s Article 6—which introduced a framework for voluntary cooperation between countries 

to achieve their climate targets primarily using carbon markets—gets fully operationalized, further 

demand could arise.1
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Top discussion points 

 ● The need for regulations to scale up high-integrity carbon credit markets found consensus at 

a private roundtable held during Climate Week NYC.

 ● The development and implementation of demand-side regulations have lagged.

 ● Interoperability across jurisdictions is necessary and achievable with well-designed 

regulatory frameworks that can survive shifts in political winds.
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Project-based carbon credit markets (PCCMs)—which enable the issuance, use, and trading 

of credits from projects that avoid, reduce, or remove greenhouse gas emissions—have been 

growing, with cumulative issuance rising from 196 metric tons of carbon dioxide equivalent 

(MtCO₂e) in 2018 to 2,489 MtCO₂e in 2025.2 While PCCMs have been expanding, the pace of 

annual issuance of carbon credits has slowed. More speci�cally, the amount of carbon credit 

issuances has dropped by 40 percent from the 2021 peak to just over 300 MtCO₂e in 2024. 

Concerns around credit integrity can partly explain this. 

To address these challenges, the Integrity Council for the Voluntary Carbon Market (ICVCM) has 

proposed rigorous standards for the supply side, and the Voluntary Carbon Markets Integrity 

Initiative has done so for the demand side. But these standards are voluntary and, therefore, 

nonbinding. Establishing national regulation frameworks, in theory, could provide enforceable 

safeguards to improve market trust by ensuring the environmental integrity of credits and help 

enhance liquidity by supporting interoperability across jurisdictions.

The Center on Global Energy Policy (CGEP) at Columbia University SIPA convened a roundtable of 

experts and stakeholders3 in the carbon credit ecosystem on September 25, during Climate Week 

NYC, to explore the question of whether national regulations can indeed help scale up PCCMs. 

To better understand the need for regulations, the discussion touched on the current state of 

regulatory approaches for PCCMs across jurisdictions, including the following questions:

 ● What regulatory approaches for PCCMs are working, where are they falling short, and what 

discrepancies exist between jurisdictions?

 ● Are supply-side (carbon credit generation), demand-side (carbon credit use), and market-side 

(carbon credit trading) dimensions the right areas of PCCM regulation to track?

 ● How do di�erent legal classi�cations of carbon credits—such as �nancial instruments, personal 

property, or intangible assets—a�ect interoperability, enforcement, and investor protections?

To follow is a summary of the discussion and the key insights that resulted from it.

Broad Agreement on the Need for Regulations Across the 
Carbon Credit Lifecycle

Roundtable participants broadly agreed on the importance of developing regulations across the 

carbon credit lifecycle to ensure consistency and integrity. One expert stated that regulations will 

be necessary for the voluntary carbon market to eventually merge with the compliance market 

and scale up to a potential multitrillion-dollar market. Derivatives, for example, are regulated in a 

coordinated manner across global markets, and carbon markets could follow the same approach.
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Another roundtable contributor said governments have become more active in providing the 

required institutional or regulatory framework for carbon credit markets, generally following 

one of two paths: participating directly in markets or applying their own standards on a project-

by-project basis. They added that while the development of standards has been slow and 

often challenging to implement, some models, such as the Joint Crediting Mechanism, which is 

considered the frontrunner to Article 6.2 of the Paris Agreement (more on this to follow), have 

demonstrated staying power despite their long lead times.4 

Several representatives noted that it would be more e�cient to recognize and build on existing 

standards, an approach later adopted by the ICVCM, which established its principles relatively 

quickly. Participants also shared that aligning domestic regulations with national climate 

commitments, such as nationally determined contributions (NDCs), remains a complex task 

requiring detailed frameworks to balance domestic targets with international market engagement. 

These re�ections raised questions about how governments can align their resources, capacity, and 

long-term objectives to sustain engagement in PCCMs, as well as how di�ering approaches may 

impact fungibility and overall market coherence. 

On the question of whether the regulatory design for PCCMs should treat the supply, demand, 

and market sides as distinct pillars, one participant said the proposal to do so would need to 

be �eshed out in detail. Each has di�erent dynamics, such as credible veri�cation on the supply 

side; compliance-driven criteria on the demand side; and robust data, trading systems, and 

transparency on the market side. Participants agreed that stronger coordination of regulations is 

needed to ensure coherence across the broader carbon market architecture and should not be 

siloed by geography.

Competing Goals in Developing Regulations Pose a Challenge

Several roundtable participants highlighted competing goals that generate friction in developing 

regulations for PCCMs, including maximizing funding, creating rules for di�erent stakeholders, 

and ensuring progress toward net zero. A participant noted that some suppliers view the primary 

purpose of entering carbon markets as increasing revenues and raising capital, while others focus 

on emissions reductions. They stressed the need to address these tensions across the carbon credit 

lifecycle and clarify the purpose of transactions. Doing so would directly in�uence factors such as 

price and help manage expectations of what carbon markets can realistically deliver.

Participants said managing these expectations is crucial given experiences such as the Clean 

Development Mechanism (CDM), which was established under the 1997 Kyoto Protocol to allow 

developed countries to meet part of their emission reduction targets by investing in mitigation 

projects in developing countries. The CDM proved a disappointment to those who expected it to 
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generate revenues reliably, leaving many stakeholders, including those in Africa, cautious about new 

market mechanisms. They noted that similar expectations are now shaping debates around Article 

6 of the Paris Agreement, with some viewing it as a revenue-generating mechanism rather than a 

complement to broader climate ambition. One participant observed that Article 6—and carbon 

credit markets, in general—should be seen as “the cherry on top of the cake, not the cake itself.”

Risk Ownership and Regulatory Oversight Need Clari�cation

Various experts at the roundtable concurred on the need to clarify which risks are being regulated 

and by whom across the carbon credit value chain. One contributor said it is pivotal to de�ne 

the risks that arise at every stage, including professional liability and reliance on validation and 

veri�cation bodies (VVBs) during project development as well as questions about whether registries 

are properly structured to manage risks related to credit issuance, recognition, and transferability.

Some participants stressed that regulation should build on existing frameworks rather than reinvent 

them, focusing on how �nancial institutions would handle carbon credits if they were integrated 

into mainstream �nancial systems. They said that with credit ratings expanding and �nancial 

regulators becoming more active, governance must extend beyond environment ministries to 

include �nancial and quality oversight bodies. Another participant mentioned the importance of 

cross-agency coordination and independent oversight to ensure system-wide risk management.

Other participants believed that while public authorities should retain an approval and oversight 

role, they should not micromanage, particularly regarding the selection of VVBs and project 

categorization. They also raised concerns about liability and reversal risk, especially for nature-

based projects, where responsibilities for reversals, such as carbon loss from �res, pests, or land-

use changes, remain ambiguous. They noted that stronger government oversight could improve 

project quality and buyer con�dence but questioned whether governments can remain agile as the 

science of carbon accounting and project methodologies evolves, and discussed what role other 

stakeholders might play in maintaining �exibility.

Development of Demand-Side Regulations Is Lagging

Participants broadly agreed that the lack of demand for carbon credits is problematic and 

emphasized the urgent need to strengthen demand-side regulations. Several highlighted that 

while supply-side frameworks within PCCMs have achieved international buy-in, the demand 

side remains underdeveloped. The absence of clear rules on when and how carbon credits can be 

used has led to uncertainty and inconsistent market participation. Regulators, these participants 

stressed, must provide consistent and predictable signals to guide private-sector engagement and 

clarify the circumstances under which carbon credits credibly contribute to decarbonization goals.
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An expert observed that voluntary guidance on the demand side has gained partial uptake 

among companies but has not reached full implementation largely because governments remain 

insu�ciently involved. They identi�ed two priorities to accelerate adoption: �rst, creating policy 

and regulatory conditions that stimulate demand, such as allowing the use of carbon credits 

in compliance frameworks, and second, reducing transaction costs by simplifying overlapping 

standards that currently force companies to rely heavily on consultants. Another participant added 

that the shared principles expected under this year’s UN climate conference (COP30) process, led 

by a government coalition on the voluntary use of high-integrity credits, should be viewed as a 

starting point for alignment rather than its culmination.

Participants noted the central challenge is building demand through an enabling environment that 

links carbon credit use to compliance mechanisms and clari�es incentives for decarbonization. 

They pointed to a contradiction in current market logic: while higher carbon prices are often 

perceived as signs of ambition, genuine decarbonization requires making credible mitigation 

options more a�ordable and accessible. They cited Singapore as an example of a jurisdiction 

providing clear reasons for buyers to participate, including its compliance scheme that allows liable 

emitters to use eligible international carbon credits for up to 5 percent of their taxable emissions, 

and Brazil for its sophisticated, sectoral approach to planning emission reductions under its NDCs. 

In contrast, they said Germany’s court-driven, claims-focused model represents a less e�ective 

path, stating that markets should be built through proactive policy rather than litigation.

Finally, experts underscored that inconsistent project ratings and the absence of standardized 

pricing mechanisms create uncertainty for buyers. Corporate purchasers often depend on 

intermediaries to interpret project details, while rating agencies may issue divergent assessments 

for the same project. Establishing a more consistent and transparent rating system—potentially 

supported by governments—could improve market con�dence and price discovery. They suggested 

that compliance markets may also help address these gaps by o�ering clearer benchmarks for 

credit quality and valuation.

Interoperability across Jurisdictions Is Necessary, But 
Frameworks Should Be Adaptive

Participants largely agreed that improving interoperability and harmonizing market rules across 

jurisdictions are essential to scaling credible carbon markets. Several contributors mentioned 

related discussions taking place under the COP30 Action Agenda. One expert questioned 

how harmonization could be achieved in practice, especially concerning carbon accounting 

and market rules. This participant suggested that aligning criteria for o�set programs and 

harmonizing measurement, reporting, and veri�cation (MRV) systems could help strengthen 
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market stability, particularly if policies are anchored in international frameworks that can 

withstand political transitions.

One contributor stressed that while harmonization is critical, regulatory frameworks must also 

remain adaptive. They noted that carbon market rules should inherently be iterative and that policy 

design should di�erentiate between the evolution of scienti�c methodologies and the stability 

of market infrastructure, allowing for timely progress. They signaled that overly rigid regulations 

could introduce uncertainty for buyers, as methodological revisions may retroactively a�ect 

credit validity, undermining market con�dence and stability. Building on this point, another expert 

underscored the need to balance stability with adaptability in carbon market governance. They 

noted that MRV methodologies have continued to evolve, but governments developing national 

standards have struggled to keep pace with these evolutions.

Convergence with the Compliance Market Is Essential

Participants generally agreed that converging voluntary carbon markets and compliance schemes 

is essential to building credible, scalable, and e�cient carbon markets. Despite growing alignment 

between voluntary and compliance markets, the absence of coordination results in a proliferation 

of standards, registries, methodologies, and MRV systems. A participant stressed that the market 

must converge and harmonize choices, noting that policymakers do not need a multitude of 

competing options but rather a few clear, interoperable frameworks.

Roundtable contributors concurred that di�erences in regulatory approaches and scienti�c 

methodologies hinder voluntary market alignment with compliance schemes. O�set credits are 

not scienti�cally uniform, making clear classi�cation and consistent eligibility criteria critical 

for linking voluntary and compliance markets. In the European Union, for example, regulatory 

tightening under the Emissions Trading System progressively restricted the use of certi�ed 

emission reduction credits and nature-based categories, fragmenting the market and obscuring 

which credits quali�ed for compliance.

Di�erences in Legal Classi�cation and Registries Could Be Workable

The overall message from many participants was that companies will continue to seek clear, 

consistent, and predictable frameworks, while governments must ensure interoperability across 

jurisdictions and de�ne the role of carbon credits within compliance systems. Several participants 

observed, however, that some degree of divergence across jurisdictions is manageable. Legal 

classi�cation di�erences can often be reconciled through existing contract law, provided each 

jurisdiction clearly de�nes how credits are treated, what liabilities apply, and what regulations 

govern them. Ongoing work by several organizations, including UNIDROIT (the International 
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Institute for the Uni�cation of Private Law), is expected to con�rm the treatment of carbon credits 

as intangible assets, which could help promote consistency in �nancial accounting.

The discussion also highlighted a divergence in rapidly emerging national registries. While these 

national registries help strengthen domestic oversight and transparency, they also risk market 

fragmentation. Some participants emphasized the need for mechanisms to ensure interoperability, 

noting that di�erences in information-technology infrastructure have already resulted in 

cases of fraud and skepticism about the feasibility of large-scale integration. Others, however, 

maintained that national registries are relatively straightforward to monitor and that achieving 

interoperability should be feasible with the right systems in place. One participant mentioned that 

emerging e�orts, such as the International Emissions Trading Association (IETA) and World Bank-

backed Climate Action Data Trust meta-registry, plus standardization initiatives led by Sylvera 

and supported by the Glasgow Financial Alliance for Net Zero, aim to improve accountability and 

comparability across systems. 

Article 6 Should Complement PCCMs

Participants also discussed the growing relevance of Article 6 of the Paris Agreement for the design 

of PCCMs. Article 6 establishes a framework for international cooperation through the transfer 

of emission reductions, creating the potential to link global carbon credits markets.5 Participants 

emphasized, however, that these mechanisms should complement—not replace—domestic 

mitigation ambition. While Article 6 can facilitate credit transfers and enhance transparency, 

it cannot serve as the foundation of climate policy. One expert cautioned that some countries 

have resisted adopting higher emission reduction targets to preserve �exibility in generating and 

exporting credits through corresponding adjustments. This approach is increasingly di�cult to 

justify under the Paris Agreement, where integrity depends on aligning ambition with action.

Experts also discussed how countries are navigating the two Article 6 pathways. The Article 6.2 

route is more decentralized, allowing host countries discretion to determine eligible projects 

and bilateral agreements, but risks fragmentation and inconsistent standards. The Article 6.4 

mechanism o�ers a more structured framework, useful for jurisdictions newer to carbon markets 

and adaptable to bespoke methodologies, such as for coal phaseout projects, often developed 

in collaboration with multilateral institutions. Participants noted that while the proliferation of 

bilateral arrangements under Article 6.2 demonstrates growing engagement, transparency and 

oversight remain limited.

Participants agreed that voluntary, compliance, and Article 6 mechanisms must be viewed 

holistically rather than in silos. Without detailed national frameworks to align science-based 

accounting, NDC compliance, and the generation of internationally transferred mitigation 
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outcomes (ITMOs)—or carbon credits that countries can trade bilaterally under Article 6.2 of the 

Paris Agreement�—markets risk developing in fragmented ways that undercut both environmental 

integrity and scalability under the Paris Agreement.

Importance of Regulatory Stability and Durability through 
Political Cycles

Participants underscored that the long-term success of carbon markets depends on regulatory 

durability—the ability of frameworks to withstand political turnover once markets are established. 

They cautioned that policy reversals can erode investor con�dence and disrupt market continuity, 

particularly in jurisdictions still developing foundational rules. Participants highlighted the 

importance of designing “reversal backstops” to protect core elements of market governance—

such as credit eligibility, reporting standards, and participation rules—from being undone by 

successive administrations. Several emphasized that anchoring these frameworks in international 

approaches or agreements can help insulate them from domestic political shifts, providing 

consistency, credibility, and investor assurance over time.
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