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CARBON EMISSIONS, BY COUNTRY
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CUMULATIVE EMISSIONS AND RESPONSIBILITY
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CO2 is a stock pollutant

Europe has contributed 
1/3 of global cumulative 
emissions

North America and Europe 
to 62% of global 
cumulative emissions



TERRITORIAL VERSUS CONSUMPTION-BASED EMISSIONS
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THREE PERSPECTIVES SIDE BY SIDE

Share of (territorial) CO2 
emissions

EU27 North America RoW

5

Share of cumulative CO2 
emissions

EU27 North America RoW

Share of consumption-based 
CO2 emissions

EU27 North America RoW



THE EU ETS, A CORNERSTONE TO THE EU CLIMATE POLICY

Emissions capped, cap decreases over 
time
• Installations must redeem allowances to 
cover their emissions (polluter-pays-
principle)

• Allowances can be bought or sold

Efficiency argument in favor of ETS:
• Firms decide whether to reduce their 
emissions or buy allowances

• Firms for which it is cheap to reduce 
their emissions do so

6



THE RISK OF CARBON LEAKAGE AND FREE ALLOWANCES

In an open economy, European 
manufacturers compete with foreign 
manufacturers. 
Cost of allowances creates a cost 
disadvantage and an incentive to produce 
outside: carbon leakage
Protection built in the system: free 
allowances for exposed sectors & public 
subsidies

Consensus opinion among researchers:
• Little evidence of carbon leakage
• Free allowances reduce incentives to 

abate
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CBAM: ENGAGING THE WORLD THROUGH TRADE

Leverage our internal market to force 
other countries to put a price on 
carbon

Carbon-intensive imports required to 
buy allowances if not taxed in home 
country: equal playing field

Many teething problems in 
implementation but has led trade 
partners to introduce carbon pricing
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UNILATERAL VS. MULTILATERAL APPROACHES

Climate change is the one global collective action 
problem: high degree of interest alignment

Paris Agreement provides architecture but is largely 
voluntary

Potential complements: 

• Tiered carbon pricing club with a common CBAM 
(reciprocity rather than peer pressure)

• Climate-finance coalition to decarbonize the 
power sector in LDCs (addressing the collective 
action problem)

• Funding nature restoration through the creation of 
a public international market for nature shares
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