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As the U.S. congressional debate about climate policy
matures, the design of a carbon offsets program has
become increasingly central to the debate. Offsets have at-
tracted the support of a number of stakeholders because of 
their promise to provide low-cost, flexible compliance in a 
carbon trading scheme. They have also, however, evoked a 
number of concerns in the political discourse, as stakehold-
ers have made different judgments about how to balance the 
assurance of performance with the efficient administration
of the program. As policymakers need to understand and 
evaluate these tradeoffs, this primer is intended to outline 
and compare a range of policy options that would address 
key issues in offsets policy in a greenhouse gas cap-and-
trade system.

Why offsets are important for a 
climate policy

A number of activities that remain uncapped in domestic 
policy or international agreements (e.g., reducing deforesta-
tion, changing agricultural management, capturing meth-
ane from waste or leaks) can potentially provide mitigation 
at a lower cost than capped entities. Many of these activities 
do not require new technology and can begin immediately. 
As a result offsets may provide a bridge, keeping costs down 
until new low- carbon technology and infrastructures come 
online. Models suggest that offsets can provide market 
liquidity and substantially reduce the cost of the proposed 
climate policies (e.g., 90% lower cost).1 Some key constitu-
encies— agriculture, developing carbon businesses, and in-
dustry (capped sectors)— see offsets as an important part of 
a climate policy. Some environmental groups are opposed, 
but many are supportive of a cautious offsets policy. Below 
we discuss a variety of specific policy issues:2

USDA vs EPA

One controversial issue is whether an offsets program 
should be led by USDA or EPA. Both agencies have exper-
tise and resources that would be beneficial. At minimum 
EPA will need to establish some aspects of the policy frame-
work for agricultural and forestry offsets to make sure that 
they meet the requirements of the national cap-and-trade 
policy and the national accounting system established un-
der the United Nations Framework Convention on Climate 
Change (UNFCCC). USDA has the network and expertise 
to engage landowners in a voluntary program, which will 
likely be critical for scaling up and building a success-
ful compliance program. On activities such as methods 
development,either agency could take the lead, but ideally 
both would be engaged.
1 EPA analyses of H.R. 2454. The Institute is grateful for funding support 
from the Linden Trust for Conservation.
2 Policies regarding the stacking of carbon (GHG) payments with other 
federal or state payments or programs have not been fully explored or 
addressed in existing legislation. The Nicholas Institute and others are 
currently working on these issues. J. Baker and C. Galik explore the 
integration of GHG payments with other programs in “Policy Options for 
the Conservation Reserve Program in a Carbon-Constrained Economy” 
(Climate Change Policy Partnership, 2009, http://www.nicholas.duke.
edu/ccpp/ccpp_pdfs/low.carbon.policy.pdf), and N. Bianco provides a 
nice overview of the issue in “Fact Sheet: Stacking Payments for Ecosys-
tem Services”(World Resources Institute, 2009, http://www.wri.org/sto-
ries/2009/11/fact-sheet-stacking-payments-ecosystem-services).
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