
Why Emissions Trading?

Just a shell game?



Why?
ÅEmissions trading is a part of many climate 

change systems.  
Åone tool in the toolbox for seriously addressing 

climate change.  
Åused to address other environmental issues ς

such as acid rain (US Acid rain program is an 
arguably successful cap and trade system for NOx
and SO2 emissions).  
ÅTypically, emissions trading results in reductions 

at a lower cost, by providing the opportunity for 
innovation and technology development.



Marginal Costs of 
Emissions Abatement

GHG Emissions By Company (units/year)
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Emissions Trading: 

Simplest Form 
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100 cap set: each company emits 50

Company Bôs reduction 

cost is 8$ per unit for 

total of $80
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100 cap set: each company emits 50 but allow trade

Company Aôs reduction 

cost is 4$ per unit for 

total of $40, which it

sells to Company B for $41



What are the Challenges of Creating an Emissions Trading 
Market?

ÅCreating a Demand ïTargets need to be binding
ïSet targets/signal decreasing targets in future?

ÅCreating Supply
ïSetting the Rules ïthe playing field/commodity need 

to be defined(offsets, allowances, both?)
ïStimulate opportunities for the balance of industrial 

sectors/stakeholders
ÅSetting up the Infrastructure ïThis Takes Time
ïInfrastructure needed to operate
ïDeal with measurement, verification, title, 

registration, additionality, growth, certification, 
creditworthiness, remedies, permanence, taxes, etc!  
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What the heck is an offset?

Å! άŎŀǊōƻƴ ƻŦŦǎŜǘέ ƛǎ ŀƴ ŜƳƛǎǎƛƻƴ ǊŜŘǳŎǘƛƻƴ ŎǊŜŘƛǘ 
ŦǊƻƳ ŀƴƻǘƘŜǊ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǇǊƻƧŜŎǘ ǘƘŀǘ ǊŜǎǳƭǘǎ ƛƴ 
less carbon dioxide or other greenhouse gases in 
the atmosphere than would otherwise occur. 

ÅCarbon offsets are typically measured in tons of 
CO2-equivalents (or 'CO2e')

ÅOffsets are typically bought and soldthrough a 
number of brokers, onlineretailers, and trading 
platforms.



Concerns about Offsets

ÅWill work too well

ïIf too many, will divert effort away from the 
capped sectors, reduce investment in Technology

Å²ƻƴΩǘ ǿƻǊƪ

ïToo costly or complicated ςor too discounted to 
bring in participation

ÅNot real reductions



The Ride Behind Us

1996ςClimate Change Program( 20% 1990 
by 2005)

1997ςKyoto signed( с҈мффл ōȅ Ωлу-12)

ï 12% above 1990 BAU emissions

1998ς16 Experts/Issues Tables; NCCP

1999ςDOE/ENVςBaseline Protection

2000ςClimate Change Plan 2000

2001 - Domestic Emissions TradingWG

2002- Kyoto Ratified 
- Sector Agreement discussions with Large 

Final Emitters

- Trade Dept, CDM/JI Tours with Industry

2003- $1B Climate Change Plan
- Principles for Domestic Emissions 

Trading Program Set

2004ςOne Tonne Challenge
ï Expecting Fall Regulations

2005ς$10B to meet Kyoto Targetsby 
Ωлу-ΩмнΤ
ï 22% above1990 BAU emissions

ï Regulations/Offset System and 
supporting legislation drafted

2006ςChange in Government
ï Policy uncertainty ςat its Zenith

ï 10 to 12 mos regroup

2007- Clean Air Act(Bill C-30) omnibus 
bill attempted; No to Kyoto

2007ςGHG Regulatory Framework
ï Minimal consultation

2008ςTurning the Corner Plan
ï 20% 2006 levels by 2020

ï 60-70% 2006 levels by 2050 
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