

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Promise and Problems of Pricing Carbon: Theory and Experience

	
    
        
            
            







    
    










    
    
    
    











			
                    FEEM Working Paper No. 82.2011
 
        

    
	

	
	
		
		
			31 Pages
		
		

		Posted: 18 Jan 2012
		
		
		
	

	
		
			
			




	See all articles by Joseph E. AldyJoseph E. Aldy
Harvard Kennedy School; National Bureau of Economic Research; Resources for the Future; Harvard University - Harvard Kennedy School (HKS)
Robert N. Stavins
Harvard University - Harvard Kennedy School (HKS); Resources for the Future; National Bureau of Economic Research (NBER)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 4 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									The Promise and Problems of Pricing Carbon: Theory and Experience
									

								
							
							
							
								Journal of Environment and Development, Forthcoming, Harvard Institute of Economic Research Discussion Paper , HKS Working Paper 
							

							
							
								
									Number of pages: 26
								
								
									Posted: 29 Oct 2011
								
								
							

							
						

						
							
							Downloads
							  230
							
						

					

					
					

					
						
							
						

						
							
								
									The Promise and Problems of Pricing Carbon: Theory and Experience

								
							
							
							
								FEEM Working Paper No. 82.2011
							

							
							
								
									Number of pages: 31
								
								
									Posted: 18 Jan 2012
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  222
							
						

					

					
					

					
						
							
						

						
							
								
									The Promise and Problems of Pricing Carbon: Theory and Experience
									

								
							
							
							
								HKS Working Paper No. RWP11-041
							

							
							
								
									Number of pages: 27
								
								
									Posted: 12 Dec 2011
								
								
							

							
						

						
							
							Downloads
							  104
							
						

					

					
					

					
						
							
						

						
							
								
									The Promise and Problems of Pricing Carbon:  Theory and Experience
									

								
							
							
							
								NBER Working Paper No. w17569
							

							
							
								
									Number of pages: 26
								
								
									Posted: 04 Nov 2011
								
								
									Last Revised: 05 Jul 2023
								
							

							
						

						
							
							Downloads
							   57
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: January 18, 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Because of the global commons nature of climate change, international cooperation among nations will likely be necessary for meaningful action at the global level.  At the same time, it will inevitably be up to the actions of sovereign nations to put in place policies that bring about meaningful reductions in the emissions of greenhouse gases.  Due to the ubiquity and diversity of emissions of greenhouse gases in most economies, as well as the variation in abatement costs among individual sources, conventional environmental policy approaches, such as uniform technology and performance standards, are unlikely to be sufficient to the task.  Therefore, attention has increasingly turned to market-based instruments in the form of carbon-pricing mechanisms.  We examine the opportunities and challenges associated with the major options for carbon pricing:  carbon taxes, cap-and-trade, emission reduction credits, clean energy standards, and fossil fuel subsidy reductions. 
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