
What is a Voluntary 
Carbon Market Credit?
At its most basic, a carbon credit is a financial instrument  
that demonstrates that a metric ton of carbon dioxide — or an  
equivalent greenhouse gas — has been avoided or removed 
from the atmosphere. Credits are generated by projects that 
are designed and administrated specifically with the goal 
of mitigating greenhouse gas emissions, after their impact 
has been vetted and verified by an independent third party 
to ensure that the projects are achieving their goals with 
regard to carbon avoidance or removal. These credits can 
then be bought and sold and, ultimately, retired to offset the 
emissions generated by a specific activity.

Carbon markets can either be mandated by law — such as the 
EU Emissions trading system, which is the largest compliance 
carbon market in the world — or they can be voluntary, 
meaning that organizations will buy and retire credits to 
offset their carbon emissions voluntarily.

While voluntary carbon credit markets have been around 
for nearly 20 years, they have always been fairly small, 
particularly compared with something like the EU-ETS 
market, and have never quite developed or evolved in scale 
as the market initially envisioned. However, as the impact 

of the climate crisis has become more visible and the need 
for firm, decisive action more acute, the voluntary carbon 
credit markets have been cited as one ways to manage 
greenhouse gas emissions in the transition to net-zero. As 
a result, the voluntary markets are set to grow dramatically 
in the coming years, with investment expected to exceed 
$100 billion by 2050. Carbon markets and are expected to be 
a major focus of the upcoming COP 26 meeting in Glasgow 
in November 2021.

Voluntary carbon credits are generated by a wide range 
of different types of projects, all of which have an impact 
on emissions, either through avoidance or through active 
removal of carbon or other GHG. Projects can run the gamut 
from the development of a wind farm in India which generates 
large numbers of credits on a regular basis, through to a 
community-based project that distributes clean cookstoves 
to rural communities in central Africa, and can also include a 
reforestation project in Indonesia that promotes biodiversity 
and eco-tourism in addition to its climate impact.

Voluntary Carbon Market (VCM)

Reduction/Avoidance Credits
Carbon Credits that reduce or avoid GHG emissions.

Technology-Based
 – Renewable Energy

 – Methane Collection

 – Industrial Pollutants

 – Household Devices/
Energy Efficiency

Nature-Based
 – Avoided Deforestation/

REDD+

 – Wetland Management

 – No-Till Farming

 – Methane from Livestock

Technology-Based
 – Direct Air Capture

 – Mineralization

 – Carbon Capture
and Storage

Nature-Based
 – Reforestation

 – Afforestation

 – Soil Sequestration/
Biochar

 – Wetland Restoration

Removal Credits
Carbon Credits that actively capture GHG emissions.



How do the Voluntary Carbon Markets differ from the Compliance Markets?
The decision to purchase a voluntary carbon credit and retire 
it to offset emissions is, by definition, something that an 
organisation does voluntarily. Theoretically, there is no limit 
to the number of voluntary carbon credits a company can 
purchase to offset emissions, and an organization is free to 
buy any type of credit they want. By contrast, in compliance 
carbon markets, organisations in certain industries must 
purchase carbon allowances, which are specific and rely 
on a finite and ever-tightening volume of credits in order to 
encourage emissions reductions as supply tightens and the 
cost of off-setting emissions increases.

Voluntary carbon markets encourage emissions reductions 
both through the additional cost of purchasing them relative 
to scaling back polluting activities, but also because they can 
serve as a way to channel corporate investment into projects 
that can both protect the environment, as well as encourage 
sustainable development.

Additionally, there are an increasing number of “hybrid” 
carbon markets that are popping up in different countries 
and industries. These initiatives — the ACCU market in 
Australia is a region-wide example, while the International 
Civil Aviation Organization’s CORSIA scheme is a private-
sector example — merge the mandatory and voluntary in 
order to encourage emissions reductions in specific sectors. 
The number of hybrid initiatives is expected to grow in the 
coming years as countries look to find ways to meet the 
emissions targets set out in the Paris Climate Agreement, 
and this is likely to have a significant impact on how voluntary 
carbon credits are traded globally.

How do Platts assessments differ from exchange instruments?
Platts’ voluntary carbon credit assessments are designed 
so that the individual attributes of particular projects 
can be reflected in the price discovery process. When 
looking at reported market information, Platts looks at 
standard certification, volume, vintage, additional SDG 
co-benefits and geographic location, and considers all 
factors in the assessment, as they can all have an impact 
on price. While there is a need in the voluntary carbon 
credit market for a commoditized way to bid, offer and 
trade voluntary carbon credits, there is an equal need 
to be able to trade and price carbon credits in a way 

that accurately values their individual attributes. Platts’ 
approach to pricing aims to take all of those different 
factors into account when looking at project information.

While all of Platts’ voluntary carbon credit assessments 
reflect a global carbon price, Platts is aware that 
the geographic location of projects can play an 
important role in market price. Consequently, Platts 
will normalize projects based upon geographic 
location when necessary in order to bring them back 
into alignment with the broader global market.

Offset Emissions

Allowance Schemes
 – “Cap-and-Trades”

 – ETS Schemes

 – Sector/Region Specific

 – Finite Volume

Voluntary Carbon Markets
 – Voluntary Participation

 – Open to anyone

 – Unlimited Volume

Hybrids
 – Sector/Region Specific

 – Limited credit types applicable

 – Unlimited Volume



Platts CAC

Platts CRC

Household Devices
 – Clean Cookstoves

 – Water Access

 – Energy Efficiency

Nature-Based Avoidance
 – REDD+

 – Wetland Management

 – No-Till Agriculture

 – Forest Management

Tech-Based Carbon Capture
 – Direct Air Capture

 – Mineralization

 – BECCS

Nature Carbon Capture
 – Reforestation

 – Afforestation

 – Soil Sequestration

 – Biochar

 – Wetland Restoration

Industrial Pollutants
 – Industrial Gas

 – Ozone Depleting Substances

 – Waste Water Treatment

 – Nitric Acid

 – Fugitive Emissions

What is Platts assessing?
Platts’ Voluntary Carbon Credit assessments are designed 
to bring pricing transparency to the voluntary carbon 
credit markets without stripping them of the individuality 
that makes them work. Platts has grouped the Voluntary 
Carbon Credit Market into two broad categories: Avoidance 
and Removal. In consultation with the market, Platts has 
learnt that credits that Avoid or Reduce GHG emissions are 
viewed as fundamentally different instruments than those 
that Remove them. Consequently, Platts has introduced 
Platts CAC, which reflects avoidance-based credits, and 
Platts CRC, which reflects removals-based credits.

Both Platts CAC and Platts CRC are basket assessments, 
meaning they are comprised of several separate individual 
assessments. Platts CAC includes Household Devices 
Projects (first published by Platts in June 2021), Industrial 
Pollutants projects, and Nature-Based Avoidance Projects. 
Platts publishes individual, daily spot assessments 
for each of these types of projects, and then the most 
competitive assessment will set Platts CAC for the day. 

Similarly, Platts CRC is comprised of Tech-Based Removals 
Projects and Natural Carbon Capture projects, which are 
also published as individual, daily spot assessments.

Platts has also introduced daily spot assessments 
reflecting carbon credits from Renewable Energy 
Projects and Methane Capture projects.

Further, Platts has also introduced a set of voluntary carbon 
credit assessments for all seven project types, as well as 
Platts CAC and CRC, reflecting Y+1 delivery. This means 
that Platts is currently publishing separate daily spot 
market assessments for delivery in both 2021 and 2022.

Platts will continue to publish Platts CEC, reflecting 
the most competitive CORSIA-eligible credits, as 
well as Platts CNC, reflecting the most competitive 
nature-based credits for current year delivery.
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What is Carbon Neutrality and how does it relate to carbon credits?
Carbon Credits are one way to manage the total carbon 
footprint of a specific activity, but they are only part of the 
story. Voluntary carbon credits can offset emissions, but in 
order to achieve carbon neutrality, there needs to be a robust 
underlying methodology for carbon accounting, that can 
lead to real emissions savings. Voluntary carbon credits can 
then be used to offset the balance of emissions that cannot 
otherwise be mitigated.

Carbon neutrality occurs when the total emissions profile of 
a specific activity is offset using carbon credits, resulting in 
no-net emissions. The fewer emissions produced, and the 
greater the emissions savings throughout the production 
process, the fewer carbon credits are needed to achieve 
carbon neutrality.

Currently, Platts is publishing a carbon neutral LNG 
assessment, which measures the carbon intensity of LNG 
production from Australia to Japan-Korea-China from the 

well-head to tank, and then uses Platts CNC assessment 
to account for the price of carbon credits needed to offset 
those emissions. Additionally, Platts publishes a “zero-carbon 
aluminium” price, which looks at the modelled emissions 
profile for low carbon aluminium, produced using hydrogen, 
and then uses the Platts CEC assessment to account for 
the price of carbon credits needed to offset the balance of 
emissions in production.

Platts’ launch of more voluntary carbon credit assessments 
will help to bring much-needed additional transparency to 
the carbon markets and will give the market a much stronger 
and more complete picture of the total cost of emissions and 
carbon in specific industries and across different production 
processes. Further, the introduction of the Platts CRC 
assessment, will help to bring pricing transparency to the 
cost of the GHG removals market, which will be critical in the 
transition to net-zero emissions in the coming years.

Carbon Offset Low Carbon Carbon Neutral Net-Zero

Voluntary 
Carbon Credits

 – Refining

 – Crude Transport

 – Production and
Processing

Audited 
Emissions Savings

 – Refining

 – Crude Transport

 – Pipeline Emissions

 – Production and
Processing

Voluntary 
Carbon Credits: 
Carbon Accounting

 – Combustion

 – Refining

 – Crude Transport

 – Pipeline Emissions

 – Production and
Processing

Removal Carbon 
Credits: Audited 
Emissions Savings

 – Combustion

 – Refining

 – Crude Transport

 – Pipeline Emissions

 – Production and
Processing


