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Source:
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https://indianexpress.com/article/explained/explained-climate/highway-to-climate-hell-9382226/
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 The two main options for carbon pricing are 
emissions trading and carbon taxes. 

− Both put a price on carbon, providing 
direct economic incentive to mitigate 
emissions within a sector or multiple 
sectors of the economy. 

− Both require emitters to pay for the cost 
of reducing emissions

 The key difference is that taxes specify a 
price on emissions and allow the market to 
determine the quantity of emissions; ETS 
sets the quantity and allows the market to 
determine price

 There are also possible combinations of 
these mechanisms

Carbon pricing mechanisms
There are two basic mechanisms for pricing carbon: Carbon Tax & Emission Trading

Apply a fixed carbon price to 
energy use (either on fuels 

or on emissions)

Apply a cap on emissions, 
with a penalty for exceeding 
this, and allow participants 

to trade emissions 
allowances within this cap
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How can carbon pricing instruments enable sustainable businesses, prosperous societies, and a livable planet?

Encouraging Green Innovation 

Internalizing Environmental Costs  

Reducing CO2/GHG Emissions at Scale   

Stimulating a Circular Economy 

Equity and Social Justice

5 Key 
Pathways and 
Benefits 



Carbon Pricing Instruments playing important role globally toward net zero; 
Global Snapshot of 75 CPIs covering 24% of Global GHG emissions
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75 compliance-based CPIs 
have been implemented by 
national and subnational 
governments worldwide - 
covering around 24% of global 
GHG emissions - within many 
further schemes currently under 
consideration or development. 

---State and Trends of Carbon 
Pricing, World Bank, 2024
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Thank You 

Salamat

ありがとう
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