
Government sets 
reduction target 

for the year at X%

Let industry decide 
which parts of the 

economy most 
need permission 

to pollute

Actual Emissions 
Reductions

Either internal or 
outsourced (ie offset)

Have 
emissions 
reached 

desired low 
levels?

Revise target 
down and 

issue fewer 
permits

The Carbon 
Constrained 

Future is here!

Yes

No

Govt issues permits 
(called 'Emission Units') 

totalling 100 - X%

Industry competes via 
auction for access to 

those permits

Note X can not be 100 initially as the 
shock to the economy is too great.  X 

will increase over time

Internal reductions may have 
associated fixed or capital costs but 
generate longer term cost savings as 
they are tied to greater efficiencies.
Offsets add a cost as you are paying 
someone else to reduce your 
emissions.  Offsets have other 
collateral benefits however such as 
poverty alleviation and biodiversity 
outcomes.  The mix chosen by any 
particular industry will vary but the 
outcome is always a certified level of 
emissions reduction.

A new golden age of 
prosperity for all.

Takes into account 
planned reduction 
trajectory as well as 
levels of voluntary 
emissions reduction 
activity

Initially 'no' but 
eventually 'yes'

CPRS In A Nutshell
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