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This study explored the voluntary ﬁrovision problem of environmental
offsets. It formulated a general equilibrium model, where households not only consume differentiated
goods produced by monopolistically competitive firms, but also buy an environmental good produced
by perfectly competitive firms to offset environmental pollution due to consumption or production of

the differentiated goods. An effect of an increase in a number of households on net offsets was
examined. When the pollution is caused by the consumption externalities, this effect depends on the
specification of the utility function. However, as the number of households increases, it is
independent of this specification, and carbon neutrality holds: the offsets are zero. It was shown
that this neutrality also holds in the case of production externalities.
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