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OFFSETS vs GGRF

How the offset market mobilizes investment in emission reductions today

The current California cap-and-trade program sends a long-term price signal for verified reductions. The 
offset market uses this signal to gain access to money to build projects that proposed alternatives cannot. 
There are current discussions about whether an alternative mechanism, RFP-style grants, in which the 
Greenhouse Gas Reduction Fund (GGRF) makes payments to “offset-like” projects, could produce 
similar environmental benefits or achieve similar results. The table below describes why it cannot.

Why leveraging private finance matters
A GGRF grant program addressed at offsets-like projects cannot immediately mobilize private investment 
the way the long-term price signal from the offset market can. Yet, as identified by ARB’s proposed scoping 
plan, investments in working lands are critical to generating the reductions to avoid catastrophic climate 
change. The current cap-and-trade mechanism that includes the use of offsets offers an effective pathway 
to incent this investment; the forest carbon offset protocol alone has led to the listing or registration of 
over 5 million acres nationwide. The Air Resources Board has carefully crafted the offset mechanism and 
demonstrated its ability to leverage private finance in uncapped sectors with the greatest promise to generate 
real and cost-effective reductions. Redesigning GGRF to play this role will face regulatory, political and 
practical hurdles that will undermine its ability to drive investment into emission reduction projects today.


