
Carbon pricing slated to affect 20 percent
of GHG emissions by 2020
Representatives from nearly 200 nations have been meeting in Madrid at a U.N. climate 
conference where discussions include details of how carbon trading markets could help 
meet the Paris climate agreement’s goals for heading off the worst consequences of 
global warming. But President Donald Trump’s plan to exit the agreement would set 
apart the United States as the only country on Earth not part of the Paris climate 
accord— and could potentially lock U.S. businesses out of a huge portion of the 
rapidly growing global carbon market, already worth tens of billions of dollars.
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CARBON TAX
A government sets a specific tax rate on emissions, which is usually correlated with the 
carbon content of a fuel. Targets are not set for emissions, but emissions reductions can 
be increased by raising taxes on GHGs.

EMISSIONS TRADING SYSTEM
A government sets emissions targets, which creates a market for 
buying and selling emissions units in the form of either allowances or 
credits. The price on emissions units fluctuates with the market.
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A history of GHG pricing adoption

BY PERCENT OF TOTAL GLOBAL EMISSIONS

Since 1990, national, state and city governments have employed two major 
methods of reducing emissions through taxes, targets and trading:

Nordic countries were the first to adopt carbon taxes, 
which initially targeted the energy sector. Since then, 
the taxes have expanded as excise taxes on fuels.
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Pricing varies widely across programs

U.S. DOLLARS PER TON OF CARBON DIOXIDE EQUIVALENTS, 2019
NOTE: Available pricing only
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About three quarters of covered emissions are priced at less than $10 per ton of CO2 equivalents, a price that is much lower than levels that could achieve 
temperature goals of the Paris climate agreement. Emissions prices would need to exceed $40 per ton in 2020 and would need to be between $50 and $100 
per ton by 2030, according to the High-Level Commission on Carbon Prices. 

Sources: World Bank, POLITICO staff reports by Zack Colman 

* Plus Norway, Iceland and Liechtenstein

Highest valued systems, 2019
MILLIONS OF U.S. DOLLARS
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Annual value of carbon pricing systems
Carbon taxes and emissions trading systems are worth more than $93 billion annually.


