MAKING WAVES

COMPARISON AND LINKAGE OF
HETEROGENEOUS MITIGATION SYSTEMS
IN THE PARIS REGIME
With the Paris agreement set to enshrine a bottom-up framework for international climate
policy for years to come, Joseph Aldy, Robert Stowe and Bianca Sylvester outline how
different approaches to cutting emissions can be compared and linked
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units. When considering linkage between

comparing heterogeneous mitigation effort.
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Individual countries or stakeholders

Governments could choose to recognize
the real mitigation value of carbon assets

should be able to reproduce a metric

The most prominent example of an

to avoid trading with certain systems

given (a) the inputs used by analysts,

offset system, by far, has been the Kyoto
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and (b) available public information.
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Given the global nature of climate
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better calibrating the value of resulting

Each may have its advantages,

remain even if it was linked to a weaker

credits in compliance and voluntary

disadvantages, and appropriate

system. The advantage of this approach is

markets.7

that it allows more systems to participate in
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an international carbon market, while still
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Somewhat analogously, a Paris regime will

commitments.6

be characterised by highly heterogeneous

preserving the environmental integrity of
trade in carbon assets.
Other (and somewhat related) relative

IF PARTIES CAN ACHIEVE MORE
ENVIRONMENTAL BENEFIT WITH
EQUAL OR LOWER AGGREGATE
COST, THERE IS A GOOD CHANCE
THEY WILL TRY TO DO SO

approaches to linkage would be to
identify exchange rates for units in two
or more countries or to assign discount
rates to one or more units.8 Even with
credible, independent and transparent
assessment processes, however, if systems
are sufficiently different (for example, a
technology standard and a cap-and-trade
system), such identification might not
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CURRENT RESEARCH
SUGGESTS FOUR
PRINCIPLES FOR
EVALUATING
POSSIBLE METRICS
FOR COMPARING
HETEROGENEOUS
MITIGATION EFFORT

enable transfers of mitigation units —

diverse, nationally-determined climate

or at least serving as heuristics in

mitigation actions. This would enable

advancing capacity to do so.

cross-border carbon-market transactions
that are required to both facilitate growing

There is a diverse “community”

mitigation ambition and to catalyse finance

of jurisdictions, intergovernmental

for low-carbon investment.

organisations, academic institutions,
non-government organisations and
private sector entities that are already
assessing current climate-mitigation
actions and those to be included in the
Paris agreement. One example is Climate
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methods, and assumptions — and

World Bank Group. This brief is based in
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would not be required. But among more
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(1) As well as to address adaptation to climate change, climate finance, and other important dimensions of international climate policy. (2) Joseph E. Aldy and William A. Pizer, “Alternative Metrics
for Comparing Domestic Climate Change Mitigation Efforts and the Emerging International Climate Policy Architecture,” forthcoming in Review of Environmental Economics and Policy (2015).
See also Joseph E. Aldy, “The Crucial Role of Policy Surveillance in International Climate Policy,” Climatic Change 126 (3-4), p. 279–92. (3) As well as potentially reducing volatility in the price(s)
of traded units. (4) The most significant current example of a purely bottom-up linkage of cap-and-trade systems is that between the US state of California and Canadian province of Québec.
These two sub-national jurisdictions worked for several years to ensure that their system designs were sufficiently harmonised. The EU Emissions Trading System and the Regional Greenhouse
Gas Initiative (northeastern US) are also, in fact, networks of linked cap-and-trade systems. (5) Gilbert E. Metcalf, and David Weisbach, “Linking Policies When Tastes Differ: Global Climate Policy
in a Heterogeneous World,” Discussion Paper 2010-38, Harvard Project on International Climate Agreements, July 2010; Daniel Bodansky, et al., “Facilitating Linkage of Heterogeneous Regional,
National, and Sub-National Climate Policies through a Future International Agreement,” Discussion Paper, Harvard Project on Climate Agreements, November 2014. (6) Aldy and Pizer (2015).
(7) There have also been certain serious issues with regard to environmental integrity in the context of the Kyoto Protocol’s International Emissions Trading system. These issues were unique to the
Protocol, the importance of which is now greatly diminished, and the underlying circumstances — an emissions trading system embedded in a “top-down” international climate agreement — are
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