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Carbon Pricing and Emissions Reduction:
Holding Polluters Financially Accountable

OVERVIEW

Carbon pollution impacts human health, the economy, and the environment. This greenhouse gas and others are produced
by all sectors but most concentrated in transportation, energy, and industry." Historically, the cost of pollution to humans
and the environment has remained unknown to many. To hold these sectors accountable for their impact, carbon pricing is
rising as a global solution that can quantify the impact of pollution, Figure 1. Carbon pricing is a monetary cost applied to
pollution to incentivize greenhouse gas emission reduction.” Currently, 30% of global greenhouse gas emissions are
covered by a direct carbon price implemented by 87 different policies, reflecting a growing global push to reduce
emissions.’ There is no universal model for carbon pricing, so policies must be created while considering local needs

and realities.
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FIGURE 1: Global carbon-pricing initiatives as of April 2022. Source: The Economist

3 TYPES OF CARBON PRICING

Emissions Trading Scheme (ETS) (“Cap-and-Trade”)*

The government sets an emissions limit (“cap”) and issues emissions allowances* to polluters based on the cap.
Polluters must hold an equal number of allowances to the tonnage of greenhouse gases they emit (i.e. polluters
must hold 5 allowances in order to emit 5 tons of greenhouse gases). Companies can buy and sell allowances,
which establishes a market-wide price for each unit of carbon. Companies that reduce their emissions at lower
costs can trade excess allowances to companies facing higher emissions reduction costs (“trade”).
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Carbon Border Adjustment Mechanism (CBAM)®

A CBAM is a fee or tariff on imported products based on the amount of greenhouse gases emitted during their
production in their country of origin. These fees can improve domestic industries’ competitiveness against
cheaper, higher-polluting imports by raising prices for high-polluting imports while incentivizing purchases of
domestic, less-polluting products. CBAMs also prevent producers from moving operations to countries with
fewer environmental protections and cheaper production costs.

Carbon Tax®

Fuels or emissions sources are taxed based on the amount of carbon they emit. Companies pass the tax onto
consumers in the form of higher prices for energy, fuel, products, and services. Higher prices incentivize
producers and consumers to reduce energy use or shift to lower-carbon or renewable sources.

IMPACTS OF CARBON PRICING

Human Health
Reducing fossil fuel emissions through a carbon price can improve health by promoting health equity, improving air
quality, and encouraging active and conscious lifestyles.’
* Ex. A carbon tax introduced to the British Columbia province of Canada in 2008 reduced particulate matter
emissions by 5-11%, leading to reductions in mortality rates and monetary health gains of $198 per person.?

The Environment

Carbon pricing could significantly limit the extent of future global warming by reducing greenhouse gas emissions;
however, countries that are major polluters, such as China, the U.S., and India, would have to make a meaningful
effort.®

The Economy
Carbon pricing can promote innovation because funds gained from taxes, cap-and-trade systems, and CBAMs can
finance the reform of high-polluting activities, such as investing into green fuel advancements to reduce
transportation pollution.? Some carbon tax policies put money back into the pockets of the American public, thus
boosting the economy.™
« Ex. Carbon pricing revenues from Japan’s mandatory Green Transformation Emissions Trading System (GX-
ETS) are placed in a national fund for energy transition projects."
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The Rachel Carson Council (RCC), founded in 1965, is the national environmental organization envisioned by Rachel Carson to carry on her work
after her death. We promote Carson’s ecological ethic that combines scientific concern for the environment and human health with a sense of wonder
and reverence for all forms of life in order to build a more sustainable, just, and peaceful future. The Rachel Carson Council is a nonpartisan 501(c)(3)
nonprofit organization.
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