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

Apply a cap on emissions,
® The two main options for carbon pricing are Apply a ﬁud(carbon price to m‘:&";‘y for °"°‘°"29
energy use (either on fuels ) ow participan
emissions trading and carbon taxes. e slone) © swhissbrs
Both put a price on carbon, providing allowances within this cap

direct economic incentive to mitigate
emissions within a sector or multiple CARBON TAXES
sectors of the economy. z
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 o ] Ven— =

determine the quantity of emissions; ETS

EMISSIONS TRADING

MED MED

sets the quantity and allows the market to : MEB MEB
determine price

® There are also possible combinations of

these mechanisms ' -
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@ ETS and carbon tax implemented
@® ETS implemented
@® Carbon tax implemented

ETS or carbon tax under consideration
Washington
or under development

Jalise
75 compliance-based CPls &
have been implemented by
national and subnational
governments  worldwide

covering around 24% of global

GHG emissions - within many T
further schemes currently under —
consideration or development. #
Uruguay
South Africa

---State and Trends of Carbon e B> srgentins
Pricing, World Bank, 2024
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