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Carbon markets encourage the reduction of 
polluting greenhouse gas emissions by putting 
a financial value on activities that reduce this 
pollution. They allow people to earn ‘carbon credits’ 
from doing activities that reduce pollution and 
create a market where those carbon credits can be 
bought and sold. A key principle for carbon credits 
is additionality – which is assurance that the same 
activity would not have occurred in the absence of 
the carbon project scheme. 

In Australia, there are two main carbon markets: the 
Emission Reduction Fund (ERF) and the Voluntary 
Carbon Market.

Each carbon market has rules about:

• The type of activities you can do to reduce 
greenhouse gas emissions;

• The type of carbon credit you can earn;

• How many carbon credits you can earn for the 
type and amount of activity you do; and

• How carbon credits can be traded and with 
whom. 

2. WHAT IS A CARBON MARKET?
CARBON CREDITS
A carbon credit is a unit of trade that represents 
a quantity of avoided pollution. Generally, one 
carbon credit is equal to one tonne of carbon dioxide 
equivalent (tCO2e) emissions which has not gone 
into the atmosphere or has been taken out of the 
atmosphere and stored in plants or soil. 

In Australia, carbon credits issued by the 
government’s Emissions Reduction Fund Scheme are 
called Australian Carbon Credit Units (ACCUs).

Other types of carbon credits can also be created 
in Australia through other global non-government 
schemes such as Gold Standard or Verra. However 
this report focuses on Indigenous carbon credits 
created through the Australian Government’s 
Emissions Reduction Fund and traded as ACCUs.

“Generally, one carbon credit is 
equal to one tonne of carbon dioxide 
equivalent (tCO2e) emissions which 
has not gone into the atmosphere or 
has been taken out of the atmosphere 
and stored in plants or soil.”

For example, a landowner helps trees to 
regrow on their land by stopping cattle from 
grazing in certain areas. Healthy trees help to 
remove greenhouse gases from the air, so the 
landowner can get carbon credits for doing 
this activity. The landowner sells those carbon 
credits to the Australian Government.

For example, an airline may wish to reduce 
their pollution but can’t without also reducing 
the amount they fly, which would have a 
negative impact on their business. They decide 
to buy carbon credits from a landowner who 
has reduced pollution from big wildfires on 
their country. 
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EMISSION REDUCTION   
FUND (ERF)
The ERF is part of the Australian Government’ 
response to climate change. The Emissions 
Reduction Fund (ERF) provides a set of rules for 
developing and operating carbon projects and 
earning and selling Australian Carbon Credit Units 
(ACCUs). 

Under the ERF, the Australian Government can buy 
ACCUs from carbon projects, through a reverse 
auction. The ERF reverse auction is like a tender 
process, with participants submitting their best 
price to the Clean Energy Regulator (CER), which 
then purchases ACCUs based on favouring the 
lowest price. The successful bidder is then awarded 
a Carbon Abatement Contract. Since 2021, the 
CER has offered Optional Delivery contracts which 
provide the right but not the obligation to sell 
carbon abatement to the Commonwealth at an 
agreed price, within a set time.

Over time a ‘secondary ERF market’ has also evolved 
for the purchase of ACCUs. This includes companies 
that run their own carbon projects and have a 
Carbon Abatement Contract, but need to purchase 
additional ACCUs to meet their obligations.  

In addition to this, the ERF also operates a program 
called the ‘Safeguard Mechanism’. The Safeguard 
Mechanism is a part of the ERF that regulates 
big polluters. Under the Safeguard Mechanism, 
companies with large greenhouse gas emissions 
(over 100,000 tCO2 emissions per year) must keep 
their emissions at or below an identified baseline 
level. If a company is unable to reduce their 
greenhouse gas emissions below the Safeguard 
Mechanism baseline, they can offset this using 
ACCUs.

“The Emissions Reduction Fund 
(ERF) provides a set of rules 
for developing and operating 
carbon projects and earning 
and selling Australian Carbon 
Credit Units (ACCUs).”

Read more:
ICIN Guide 3. Emissions Reduction Fund (ERF) 
overview

Tiwi Resources Savanna Fire Management meeting,
Mr Rioli presenting
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VOLUNTARY CARBON MARKET
The Australian Government is only one potential 
buyer of ACCUs. Many other buyers are interested 
in trading (buying and selling) ACCUs outside of the 
ERF. This is generally referred to as the Voluntary 
Carbon Market. 

Buyers of carbon credits in the Voluntary Carbon 
Market are very varied. They include State or 
local government, big or small companies and 
organisations, and even individuals. 

Generally, buyers in the Voluntary Carbon Market 
are interested in more than the carbon credits. 
When deciding how much to pay, buyers may take 
into consideration other benefits, such as whether 
a carbon project is Indigenous owned, or if it results 
in any other environmental benefits. Often, buyers 
in the Voluntary Carbon Market may be willing to 
pay a higher price for carbon credits that generate 
additional co-benefits.

PRICE OF CARBON CREDITS IN 
A CARBON MARKET
The price of carbon credits is determined by many 
different factors specific to an individual project, 
as well as the exact point in time when the carbon 
credits are sold. Some of the things which may 
impact on the price of a carbon credit are listed 
below. 

The price of carbon credits is determined by many 
different factors:

• Supply and demand

• Quality of carbon credits

• Origin or ‘provenance’

• Co-benefits

• Marketing and media rights

One example of the Voluntary Carbon Market 
is an airline company that voluntarily chooses 
to offset their emissions from flying planes, 
through purchasing carbon credits. 

For example, a passenger on an airline might 
buy a carbon credit from the airline when they 
fly. This is another example of the Voluntary 
Carbon Market.

Wunambal Neil Waina, Head Uunguu Ranger ground burning at Munurru, Wunambal Gaambera Aboriginal Corporation
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“The price of carbon credits is 
determined by many different 
factors:
• Supply and demand
• Quality of carbon credits
• Origin or ‘provenance’
• Co-benefits
• Marketing and media rights”

Supply and Demand
As with any market, two of the main factors 
influencing the price of carbon credits is supply 
and demand. Where demand is high, and/or supply 
is low, carbon credits are likely to obtain a higher 
market price. Conversely, if there is an oversupply of 
carbon credits, it is possible that this may drive the 
price of carbon credits down. 

Quality of carbon credits
Another factor that influences the price of carbon 
credits is the reputation of the carbon project or 
carbon market under which the carbon credit is 
produced. For example, a carbon credit produced 
under a reputable carbon market may attract a 
higher price than carbon credits produced without 
any formal regulation or produced under markets 
that have received negative publicity about the 
reliability of emission reductions. 

In Australia, all ERF projects must meet the high 
standards set out in the Australian Government’s 
legislation, and therefore ACCUs are regarded as 
reputable. 
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Origin or ‘provenance’ 
The price of carbon credits may also be affected by 
the origin, or the ‘provenance’, of carbon credits, i.e. 
where the carbon project takes place, who owns the 
project and how the carbon credits are produced. 
For example, in Australia, carbon credits that are 
produced by Indigenous carbon projects can often 
obtain a higher price on the Voluntary Carbon 
Market than credits from non-Indigenous projects. 

Co-benefits
‘Co-benefits’ is a term often used to refer 
to beneficial outcomes, usually social or 
environmental, that flow from carbon projects, in 
addition to a reduction in greenhouse gas emissions. 
Both within Australia and internationally, co 
benefits can increase the sale price of carbon credits 
to buyers with Environmental Corporate Social 
Responsibility (ECSR) objectives. 

The Australian Government’s ERF does not currently 
recognise or place any additional value on co-
benefits. However, outside of the ERF, several 
companies are starting to look at different ways of 
measuring and valuing co-benefits. 

Indigenous carbon project owners may use a variety 
of ways to demonstrate the benefits brought by 
their project to a buyer of carbon credits.

If you are an Indigenous organisation thinking about 
marketing and selling ‘co-benefits’ it is a good idea 
to think carefully about exactly what you are selling, 
what it is worth, and how you will demonstrate the 
benefit. 

Read More:
ICIN Carbon Co-benefits Report
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Premium
Indigenous
ACCUs

Co-benefits Media
rights

Estimated
value
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Marketing and media rights
Another element that can influence the price of 
carbon credits is whether the buyer of the carbon 
credits receives any media or marketing rights 
in addition to their purchase. Media rights and 
marketing campaigns using representations of an 
Indigenous carbon project have a big dollar value 
to a buyer and need to be carefully considered and 
negotiated as part of any ACCU sales agreement. 

For example, the buyer may request the right to use 
photos or videos to promote the purchase.

Disclaimer
This guide is intended as general information and is not business, financial or legal advice. While care has been 
taken to ensure the accuracy of this information, the ICIN and authors accept no liability and expressly disclaim 
liability for any person’s loss arising from the use of this document.

Indigenous carbon price sum

Wayne in chopper, Balanggarra Aboriginal Corporation


