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Carbon offsetting is used worldwide on a massive scale,' purportedly to mitigate climate
change by capturing atmospheric carbon or by increasing or protecting carbon storage.?
Yet, in recent years, offsetting has been increasingly criticized as a strategy that can harm
Indigenous peoples and local communities, exacerbate land inequality, and,
paradoxically, worsen the global climate crisis.® “Carbon insetting” has emerged as an
alternative approach to offsetting that localizes nature-based solutions projects and other
greenhouse gas removal activities within company value chains and has been adopted
by major global brands such as Nestlé,* PepsiCo,® and Burberry.* This commentary takes
a deep dive into insetting projects that employ nature-based solutions,” finds that they
are likely to suffer from many of the same shortcomings as nature-based offsetting, and
argues that corporate reliance on insetting should be treated with extreme skepticism.

Introduction

Companies around the globe have pledged to reach net-zero greenhouse gas (GHQ)
emissions over the course of the coming decades. Because corporate value chains are
responsible for the vast majority of human-caused greenhouse gas emissions annually,
expert consensus is that any viable path to decarbonization should adhere to a
“greenhouse gas mitigation hierarchy” that prioritizes the actual reduction and avoidance
of carbon emissions.? Yet many companies have taken the opposite tack, eschewing the
hard work of reducing emissions in favor of carbon offsetting schemes that purport to
contribute to global decarbonization even if the companies’ own emissions continue to
grow. These offset schemes often look to compensate for carbon emissions with
initiatives that remove carbon from the atmosphere through various “nature-based”
means, such as the planting or protection of trees.

Carbon offsetting has been rightly criticized by academics, human rights and
environmental justice organizations, and investigative journalists on three grounds. First,
it distracts from the real work of emissions reduction and avoidance that companies and
governments need to prioritize to prevent the worst impacts of climate catastrophe.
Second, the purported benefits of many carbon offset schemes are dubious and very
difficult to verify. Third, carbon offset programs’ ravenous appetite for land can lead to
harm to Indigenous peoples and local communities,® loss of biodiversity,'° or both.

Partly in response to these criticisms, some companies are now pivoting to an approach
called “carbon insetting” that they hail as a better path forward. In reality, it is not a new
or necessarily better approach to reaching net zero." Instead, “insetting” was coined to
favorably distinguish itself from offsetting™ and mostly centers around efforts to embed
nature-based solutions (NbS) projects and other offsetting schemes within a company’s
own value chain.” Insetting proponents argue that the programs can be designed in ways
that channel real development benefits to peoples and communities that need them,
thus strengthening the resilience of companies’ supply chains. Only recently has the rise
in corporate insetting begun to face significant public scrutiny, including in a February
2023 report by the NewClimate Institute.™
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This commentary analyzes the purported benefits of nature-based insetting and
concludes that any near-term emphasis on such projects is at best a dangerous
distraction. We articulate three main reasons for this conclusion:

1. Nature-based insetting is out of line with the mitigation hierarchy.

2. Such insetting approaches suffer from the same core ecological and credibility
problems as the offsetting programs they supposedly improve upon.

3. The purported benefits of insetting programs for local communities and peoples
are uncertain, while the risk of harms to their human rights and land rights
remains real.

Accordingly, companies should not distract from the real imperatives of climate action.
They need to focus on targeted efforts to reduce and avoid emissions across their value
chains, not compensating for those emissions before endeavoring to rein them in. As
presently conceived, nature-based insetting does not offer a real path forward towards
this goal, and companies should not tout it as a centerpiece of their climate strategies.

1 Nature-Based Insetting is Out of Line With the
Mitigation Hierarchy

According to the greenhouse gas mitigation hierarchy, to meaningfully contribute to
meeting global climate goals, companies must prioritize strategies that reduce their own
generation of emissions (see Figure 1 and Box 1). This is achieved through emissions
avoidance, efficiency improvements to reduce existing emissions, increased
electrification through renewable power generation, and use of green fuels when
electrification cannot cover all energy needs. Carbon removals are necessary, but to the
extent they are used to offset or inset companies’ emissions, they should be pursued as
last resort measures and should only neutralize hard-to-abate emissions once all other
options have been exhausted. Instead, companies must urgently prioritize strategies to
reduce the levels of GHG output in their own operations and value chains.

Figure 1. The Greenhouse Gas Emissions Mitigation Hierarchy
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BOX 1: WHAT IS THE GREENHOUSE GAS MITIGATION HIERARCHY?

The greenhouse gas mitigation hierarchy outlines the actions that corporations can
pursue to reduce their climate impact, and provides a ranking of these actions based
on their ability to produce the best outcomes for people and nature (with avoidance as
the first priority and offsetting as the last).® According to the World Wide Fund for
Nature (WWF), the practices within the mitigation hierarchy are defined as follows:
Avoid: measures taken to avoid creating impacts from the outset or set aside key

conservation areas;

Reduce: measures taken to reduce the intensity and/or extent of impacts that
cannot be completely avoided;

Restore: measures taken to restore degraded ecosystems or capture some
energy/material benefit; [...]

Offset: a type of compensation measure [..] used to combine with an impact to
produce a “net” or “neutral” outcome.”®

Aligning with the mitigation hierarchy, various global standards and frameworks have
guided companies to avoid an overreliance on offsetting. For instance:

¢ In October 2021, the Science-Based Targets initiative (SBTi), an organization that
defines and verifies corporate net-zero targets, warned of an overreliance on offsets
before other measures are exhausted and concluded that: “science-based net-zero
targets will require long-term deep decarbonization targets of 90-95% across all
scopes!” before 2050. When a company reaches its net-zero target, only a very
limited amount of residual emissions can be neutralized with high quality carbon
removals, [and] this will be no more than 5-10%."® In support of this prioritization,
SBTi also cites the “problems around land use, equity, fairness and climate justice”
posed by an overreliance on carbon offsets in net-zero targets (discussed in section
3 of this commentary).”

e In September 2022, the International Standardization Organization (ISO), a
global federation of national standards bodies that develops its own standards,
included in its Net Zero Guidelines that companies should “exclusively use
removals (including removal-based offsets) to counterbalance residual emissions
at net zero." It adds that “[o]ffsets should only be used when there are no
alternatives available” and should not be used towards achievement of interim
targets.?®

e In November 2022, the High-Level Expert Group on the Net-Zero Emissions
Commitments of Non-State Entities convened by the UN Secretary-General
published a set of recommendations that included: “Non-state actors must
prioritise urgent and deep reduction of emissions across their value chain. High
integrity carbon credits in voluntary markets should be used for beyond value
chain mitigation but cannot be counted toward a non-state actor's interim
emissions reductions required by its net zero pathway."
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While they recognize the need to minimize the use of offsets, some standards and
frameworks have recently produced tailored provisions for insetting that may allow it to
play a more prominent role in contemporary corporate climate strategies:

e SBTi's 2021 net-zero standard says it allows insetting to count towards targets on a
case-by-case basis during its validation process, but says it “may not approve their
use,” citing the lack of “standardization of the term."? Its 2022 forest, land, and
agriculture [FLAG] guidance explicitly allows removals within a company’s supply
chain to count towards meeting their targets on FLAG emissions.?®

e In its 2022 draft land sector and removals guidance, GHG Protocol?* an
organization that creates standardized frameworks to measure and manage GHG
emissions, allows companies to account for scope 3 removals through an inventory
accounting approach. The draft guidance states that “[inset] credits cannot be
used toward compensation targets” nor “to adjust scope 3 emissions or removals
(e.g., by subtracting credits from reported emissions), but can be used as a tool for
ensuring that actions in the value chain are properly accounted for in the scope 3
inventory using an inventory accounting approach.”?®

By opening the door to counting insetting projects towards net-zero targets or to
otherwise benefitting from *“properly account[ing]” for them, these provisions risk
incentivizing companies to expand the use of NbS as a climate strategy. This is of
particular concern as leading proponents of insetting, such as the International Platform
for Insetting (IPI), push for its use as a contemporary strategy to reach net zero. In
discussing insetting and NbS, IPI states that “in the next 10-15 years, these nature-based
solutions can provide more than a third of the emissions reductions required to meet the
1.5°C goal.”?® Relying heavily on NbS, particularly to the scale that IPI is advocating, would
contravene the mitigation hierarchy and therefore pose a profound risk to the success of
global decarbonization.?”

2 Insetting Has the Same Core Ecological and
Credibility Problems as Offsetting

Even putting aside the misalignment of offsetting and insetting with the mitigation
hierarchy, there is ample evidence that nature-based offsets have failed to live up to their
promised emissions removals. NbS, which made up approximately 40% of retired
voluntary carbon credits in 2021,® have dramatic shortcomings that undermine their
climate mitigation potential, including issues surrounding additionality, permanence,
unintended environmental impacts, and transparency and verification.?®

For NbS projects to contribute meaningfully to achieving global net-zero targets, they
must demonstrate additionality. A project is additional if the GHG reductions or removals
linked to the activity would not have occurred in the absence of the project.* In practice,
many nature-based offsetting projects fail to reliably demonstrate additionality.® In
particular, avoidance projects, which are designed to protect existing carbon sinks by
avoiding deforestation and environmental degradation, are abundant and often
significantly overstate their climate impact due to their lack of additionality.*
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While both avoidance and removal strategies may be beneficial for biodiversity
preservation if implemented with great care, what matters for the climate and the quality
of the credits representing each project is guaranteed long-term carbon sequestration.
In the absence of reliable sequestration, the accreditation of these projects and the sale
of carbon credits has no tangible positive effect on the climate crisis. The issues relating
to permanence® are only exacerbated by intensifying climate change.

Global forest health is declining on our rapidly warming planet as severe forest fires,
drought, disease, and other threats are on the rise.** Can an NbS project really guarantee
that a forest it counts on will thrive or even survive in the long term? Some NbS projects
establish “buffer pools” to provide additional sequestered carbon should something
happen to their carbon stocks?* However, while buffer pool's land-intensity can
exacerbate the impacts of NbS on nature and communities, they may at the same time
not be sufficient to counteract losses from climate-related devastation.*®

Research also shows that NbS can result in unintended environmental impacts, such as
biodiversity loss and higher atmospheric carbon dioxide concentrations. These outcomes
may occur, for instance, as a result of NbS projects that lead to planting monocultures of
fast-growing trees, clear cutting forests to make way for new seedlings, or planting trees
in ecosystems where they do not belong, such as grasslands or savannas.®” The long-
lasting success of an NbS project in terms of carbon sequestration and biodiversity
conservation relies on a deep understanding of the ecosystem within which the project
is implemented.

Where NbS may be suitable, the risk of such adverse outcomes can be minimized by
centering Indigenous peoples and customary communities in conservation
mManagement approaches.®® As a result of their multi-generational knowledge and deep
familiarity with their lands, Indigenous-driven land management successfully utilizes
carbon sequestration techniques such as forest management and wildfire mitigation
using controlled burns.*®

While the challenges with additionality, permanence, and unintended biological
outcomes have primarily been identified and researched in connection to nature-based
offsetting projects, these projects’ inherent similarities to nature-based insetting
suggests the same concerns would be faced by insetting providers attempting to credibly
create long-lasting carbon sequestration.

Insetting will also likely face similar, or even more significant, challenges to offsetting
when it comes to transparency and verification. For years, disclosure of offsetting
practices has been entirely voluntary, leading to disclosures of uneven quality and
reliability.*® While recent criticism and controversies have led to more clearly defined
globally agreed voluntary standards for offsetting disclosure, there are still substantial
faults in the certification schemes that underpin the offsetting system.’ Not even
standardized definitions*’ nor required certifications exist for insetting,* let alone a truly
credible independent verification system that addresses the gaps in offset schemes.*4

The voluntary nature of offsetting disclosures and certifications may soon change in some
jurisdictions, such as the United States, where offsetting disclosures may become
mandatory,” and the European Union, where a more rigorous certification process for
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carbon removals is under development.“¢ However, there is a risk that some companies
will seek to skirt these requirements for offsetting by claiming that a connection to the
value chain should redefine their offsets as “insets,” something else entirely.

Under these circumstances, companies may increasingly turn to insetting to avoid the
reputational risks and stricter requirements and regulation of offsetting. Insetting allows
companies to keep their interventions closer to their chests, dispersed within their own
value chains, where civil society organizations, journalists, and others are less able to reach
or investigate them.

3 For Peoples and Communities, Purported Benefits
Are Uncertain and Risks Remain Real

3.1 Purported Benefits

A key aspect of insetting providers' narrative is the promise of socio-economic benefits
for local peoples and communities. IPI states that the primary beneficiaries of insetting
projects are local farmers or farming communities, who may receive technical support,
direct payments, and other indirect benefits, such as increased agricultural productivity
or a more sustainable watershed.*” Yet the benefits that are realized are often unclear.
Will benefits extend beyond traditional benefit sharing? Will local peoples and
communities obtain all rights to sell their activities as credits to any buyer, and will they
retain autonomy over how they implement their activities? Will they benefit if the value
of credits they sell later skyrocket in value?“® Questions remain about how benefits for
peoples and communities will be realized in a way that improves upon the persistent
problems with nature-based offsetting projects discussed below.

Where payments are made to peoples and communities, NbS projects must pay enough
to replace other economic activity that the land could be used for over the (often multi-
decade long) duration of the activity, otherwise the long-term success of the project may
be jeopardized. Yet in practice, companies or intermediaries may strategically buy offsets
from community members as a one-off transaction, at a discount, or when their value is
at its lowest. Such scenarios see communities left with insufficient funds to sustain their
activities and livelihoods (see Box 2), while some often-faraway financial actors speculate
on the carbon credits produced and may sell them at many times their earlier value.*®

BOX 2: EXAMPLES OF UNDERPRICED OFFSETS

Payments to peoples and communities for carbon credits are often insufficient,
endangering both their livelihoods and the climate benefits of the intervention. For

example, as part of a project in eastern Mexico, BP reportedly paid community
members who dedicated land to a nature-based offset project only USD 4 per offset,
less than half their market value.*® Likewise, carbon offsets for the Kariba mega project
in Zimbabwe were reportedly bought for less than EUR 1, but later had a selling price of
over EUR 20.'




Peoples’ and communities’ ability to benefit from NbS projects is also impaired by a lack
of legal recognition of their rights to the underlying carbon in such projects. For instance,
a 2021 Rights and Resources Initiative study found that most countries with vast tropical
forest resources that are attractive to the carbon market lack laws protecting the rights
of Indigenous peoples, local communities, and Afro-descendent peoples to the carbon in
their territories.> Without comprehensive, clear, and respected regulations protecting
vulnerable populations’ carbon rights, insetting risks exacerbating existing injustices and
inequalities.

If a nature-based offsetting or insetting project is to be implemented properly, it requires
large-scale coordination, thorough planning, coverage of material and personnel costs,
continuous monitoring, and stringent verification. Third Millennium Alliance criticizes the
practice of producing cheap offsets, as it invariably leads to corner-cutting and poor
results when it comes to carbon absorption, remuneration, and verification.> Thus, not
only are the purported benefits to communities not guaranteed, but the quality of NbS
projects, and therefore the extent to which they can positively impact the climate crisis,
is severely limited.

3.2 Risks to Human Rights and Land Rights

In addition to the unreliability of promised community benefits, NbS projects carry
considerable risks of harm to Indigenous peoples’ and local communities’ human rights
linked to these projects’ land-intensity.>* All companies have a responsibility to respect
human rights in their operations and value chains, and any human rights harms cannot
be offset by positive contributions.® Regardless of their climate or community benefits,
the severity and likelihood of NbS projects’ human rights risks should raise red flags about
the expansion of these projects.

The negative impacts on communities of NbS projects include:

e Harms to human rights, including through physical violence and impacts on
food security, water, and land rights. In a 2021 report on the negative impacts of
reliance on land-based removal methods,*® Oxfam found that the land required for
planned NbS projects could be equivalent to the land mass used for farmland
globally. This potential “explosion in demand for land” puts food and water security
and many other human rights linked to land and resource access at risk (see Box
3). Peoples’ and communities’ legitimate tenure rights,®” which are often not yet
documented, will also face increased threats as NbS-related demand for land
increases. In other cases, NbS and conservation projects have led to physical and
sexual violence, including by ecoguards.>®




BOX 3: EXAMPLE OF SEVERE HUMAN RIGHTS IMPACTS LINKED TO AN NBS PROJECT

To offset its new cruise ships, Disney relies on an NbS program in Alto Mayo, an area of
protected forest in northern Peru where few residents have legal rights to live despite

living there for decades. The company touts the program as a massive success.”
However, the park has been increasingly militarized, with conservation authorities
initiating raids, destroying the homes of residents, forcibly evicting them, and exposing
them to associated violence.®®

¢ The disregard for the needs and perspectives of local peoples and
communities. NbS projects risk breaching the rights to free, prior, and informed
consent (FPIC) and public participation when their implementers fail to adequately
consult with relevant Indigenous peoples and local communities on an ongoing
basis. For instance, local communities were effectively excluded from a 2018
Ugandan carbon forestry project's design and implementation and had little
negotiating power; instead, access to the project’'s contracts was reportedly limited
to wealthier people with surplus land and the capacity to engage.®

¢ Inequitable economic outcomes for women. Land-intensive NbS projects can
create additional economic pressures that disproportionately disadvantage
women. In Africa, for instance, women already own less than 10% of community
lands; as NbS projects contribute to increases in land values, women may face
more obstacles in acquiring and owning land.®> Consequently, any NbS scheme
should prioritize taking a gender-sensitive approach and work to safeguard
women's right to freely manage their land.

Insetting advocates promise to improve upon offsetting by localizing efforts within
company value chains, which they claim improves engagement with, and “creates
positive impacts” for, farmers, communities, landscapes, and ecosystems.®* While this
emphasis may succeed in assuaging some stakeholders’ concerns about proposed NbS
projects, it fails to demonstrate improved management of the risks to human rights and
land rights long linked to NbS. Insetting'’s lack of transparency and verification (discussed
in Section 2) also hinder the credibility of any claimed mitigation of these risks. Given the
wide array of real-world examples of nature-based offsetting projects harming peoples
and communities, and examples of purported benefits not accruing to them, claims that
nature-based insetting projects universally benefit peoples and communities deserve to
be treated with suspicion.




Conclusion

Regardless of whether they are structured to inset or offset emissions, NbS projects pose
serious efficacy, credibility, and rights concerns and should not be lauded as a strategy for
companies to achieve net-zero emissions. While criticisms of offsetting are becoming
ubiquitous, growing references to insetting in global frameworks like GHG Protocol and
SBTi in the past year may signal — or invite — a shift of even more companies towards NbS.

There is no silver-bullet solution to decelerate global warming. Only diverse and effective
solutions dispersed throughout the global economy in accordance with the mitigation
hierarchy can achieve the emissions reductions that are so desperately needed.
Preventing companies from relying on offsetting and insetting to reach climate goals can
guide them to reprioritize more effective decarbonization strategies. They can also help
prevent and mitigate the negative impacts that Indigenous peoples and local
communities experience from rapid surges in demand for land for NbS projects, in
conjunction with broader measures to protect legitimate tenure rights and human rights.

As a fundamental step, governments and policymakers should develop stricter rules to
improve the integrity and transparency of carbon credits, and to make sure that carbon
removals are not used as a substitute for critical, direct emissions reductions by
businesses. To curb companies’ unsustainable reliance on NbS, all mandatory and
voluntary frameworks should explicitly disallow both the counting and the reporting of
emissions reductions resulting from nature-based insetting and offsetting. To the extent
companies continue to undertake and support NbS without the incentives of credits and
accounting, they must respect human rights and prioritize projects centered on
Indigenous-driven land restoration and protection.
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