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The Age of Substantiation
As voluntary markets for environmental commodities continue to grow at triple digit rates,
2008 has ushered in a New Age. Today it’s about doing the right thing AND being able to
prove it, argue John Melby and Reiner Musier

On January 8, 2008 the U.S. Federal Trade
Commission (FTC) held its first public work-
shop in Washington on the topic of green
claims based on renewable energy credits
and carbon offsets. It was standing room
only. One of the FTC’s main missions is
consumer protection in combating deceptive
advertising practices, and at the meeting the
FTC put its stake in the ground regarding
increased scrutiny of corporate “carbon
neutral” and other green claims. One staffer
commented that it was the largest public turnout
for such a workshop in recent memory.

Corporations were urged  to think about two central
questions. First, what claims, both express and
implied, do advertising and green marketing convey
to consumers? And second, does the firm have
competent and reliable evidence to support each
of those claims? The FTC message was clear.
Corporations should substantiate all claims.

The consequences of deceptive or misleading
claims were also made clear, ranging from cease
and desist orders, refunds for consumers, disgorge-
ment of ill-gotten gains, to informational remedies
such as corrective advertising. More damaging than
any of this, of course, for firms seeking to be
recognized for environmental leadership is the
negative press associated with any such case.

During the same time period early this year,
corporations were still coming to terms with the
flurry of negative media in late 2007 regarding the

voluntary carbon markets, which raised serious
questions about the integrity of certain types
of offsets and certain offset providers. This was
very much a reputational concern to the leading
players in this emerging industry.

Despite the negative publicity, the public urge for
action on climate change continued to drive
corporate actions to new heights, along with a
continuing stream of scientific news  on the visible
global impacts of climate change. This corporate
activity has been reflected in the continued rapid
growth of market volumes through the first half of
this year.

If you put it all together – a public willing to act,
a marketplace looking to shore up its reputation,
and a specific call for increased regulatory scrutiny
by the FTC – the stage was set for a “new age of
substantiation” in environmental markets. In the
first quarter of 2008, it became no longer enough to
say you were doing the right thing with com-
modities in voluntary environmental markets. Now
firms had to be able to prove it.
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In fact, this is exactly the dynamic that has played
out over the balance of the year. Corporations have
increasingly realized that the enhanced substantia-
tion of claims can help them withstand the greater
scrutiny of regulators, the public, their investors, and
the media. Of these, maintaining their environ-
mental leadership position in the eyes of the public
- and the firm’s customer base - may be the most
important consideration.

by the leading standards groups provides these
corporations with deep audit trails, full transparency
in transactions, the origin and history of every
environmental carbon credit or renewable energy-
certificate, web-based 24/7 access to project-related
documents, standards, verifiers and attestations. In
other words, exactly the kind of “competent and
reliable evidence” called for by the FTC to substantiate

green claims. The leading standards
also provide a wide range of public

In 2008 the worldwide carbon mar-
kets and international standards
organizations have dramatically
expanded their ability to help
corporations substantiate volun-
tary claims. A key development
has been a rush to technology
and transparency for the markets.
This transition has been remarkable
in its speed (occurring in less than
one year) and in its scope (occurring
simultaneously in the US, Europe,

TheFTCmessagewas
clear.Corporationsshould

substantiateallclaims.

Creditsandprograms
thatarenotpublicly
transparentandnot

rigorouslytrackedwill
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intheglobal
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reports on credit issuance, projects,
and retirements, to let the public
see the basis for claims in an easy-
to-understand way.

Volumes have responded and
continue to grow impressively,
reflecting corporate activity. In 2007,
the voluntary markets expanded
more than 200% from $US 97M to
$331M. In 2008 we see that growth
rate continue across the registry-

and elsewhere).

Nearly every major carbon standard organization
has made a move to advanced Registry processes
and technology in 2008. The Gold Standard, the
Voluntary Carbon Standard, the Climate Action
Reserve, (a program of the California Climate
Action Registry) and a number of other leading
carbon standards groups, including some not yet
publicly announced, have made 2008 decisions
to offer formal registry services for environmental
commodities for the first time, or to bring their regis-
try services up to date with advanced technology.
Taken together, these registry-based standards
originate carbon credits for more than 50% of the
worldwide voluntary carbon markets, based on data
from the Ecosystem Marketplace & New Carbon
Finance report “State of the Voluntary Carbon
Markets 2008”.

What does this mean for corporations? Many
corporations look to buy and retire credits to support
their environmental claims. The move to registries

based standards. For example, project and credit
volumes for the international Gold Standard are
already nearly 2 years ahead of plans made only
a few months ago – well ahead of expectations.

Global corporations will more than ever be drawn
to these respected carbon standards that offer both
quality offsets and the proof that corporations need
to substantiate claims. To be sure, all of this needs
to be delivered efficiently in a way that won’t break
the bank. But in the future, credits and programs
that are not publicly transparent and not rigorously
tracked will have little desirability in the global
voluntary markets. It’s a new age.
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