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Climate change and carbon pricing

• To avoid the most damaging effects of climate 
change, global average temperature must be 
limited to 1.5°C above preindustrial levels.

• A gap remains between current policy 
ambition and the ambition required to meet 
the goals of the Paris Agreement.

• While meeting the 1.5°C or net-zero emission 
targets entails economic costs, the overall 
costs would be lower than the costs of climate 
change if those targets are not met

• Carbon pricing is the single most cost-effective 
policy tool that governments and companies 
can use as part of their broader climate 
strategy



Which carbon price would you recommend to your governments in 
2030, 2050?

Source: https://www.cesifo.org/DocDL/cesifo1_wp9608.pdf

The average 
recommended 
carbon tax is $92 in 
2030 and $224 in 
2050



Carbon pricing policy development roadmap



Carbon pricing policy assessment roadmap



Policy objectives influence instrument choice



Local context and capacity is important



Interactions with other policies affects how a carbon price functions



Which climate policy instrument is superior…?

Sourcehttps://voxeu.org/article/framework-decarbonise-economy



Assess impacts using multiple sources



Visual summary of the relationship between determinants and public 
opinion about climate change taxes and laws



Would you approve of an increase of the carbon tax if the revenues 
were used to…?

Source: https://voxeu.org/article/public-support-carbon-taxation



Making recommendations



Innovation

• Carbon prices are needed to incorporate climate change costs into economic decision 
making

• Carbon pricing should be included as part of a broader arsenal of tools to achieve 
domestic climate targets, but it is not a silver bullet

• Choice of carbon pricing instrument depends on the policy objectives and national 
circumstances

• The most successful instrument will be the one that can be enduring. 
• Countries are increasingly adopting carbon pricing, but current levels remain 

inconsistent with national and international climate objectives
• Successful carbon pricing reforms require integrating many stakeholders’ considerations 

and increasing the capacity of governments and domestic businesses

Summary



Tools and guidance available

• Climate policies assessment tool (CPAT)
• MAAP-CPI tool



Thank you
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