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THE FIRST STEP TOWARD EMISSIONS TRADING

A Knotty Issue Raised by Emission Limits
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Emissions trading is much admired, but it raises difficult issues of equity
for which there are no obvious answers.
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Regulations and administrative decrees. '��
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Everyone recognizes that emissions trading would
reduce the cost of meeting the greenhouse gas
emission limits in the Kyoto Protocol, but little at-
tention is given to the domestic pre-conditions for
robust emissions trading. One of the most impor-
tant of these pre-conditions is an agreeable alloca-
tion of the newly limited (and thus, valuable) rights
to emit greenhouse gases. This Policy Note reviews
what is involved in taking this first step toward emis-
sions trading.
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Taxes and auctioning permits. *�����	�������
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Grandfathered permits. 0���
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A Necessary First Step
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Solving the
allocation problem

at home is a
necessary first
step in realizing

the potential cost
savings from

global emissions
trading


