


• How environmental policies are designed in 
specific contexts: 

– Diffuse pollution 

– NIMBY (e.g. waste treatment plants) 

– Socially responsible firms and green consumers 

– Multiple pollutants (local and global) 

• Both positive and normative approaches 

• Partners in Canada and Sweden 
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Is this good news for climate negotiations? 



Source: New York Times 



Source: China Renewable Energy Center (slides 
from a talk in RFF)  



• Model with many countries 

• 2 pollutants: local and global 

• Abatement cost for the two pollutants with: 

– economies of scope in abatement (complements)  

– or diseconomies of scope (substitutes) 

• A country decides about local regulation under the shadow of 
a future regulation on the global pollutant 

• Policy instruments on global pollutant: 
– Emission cap 

– Tradable emission permits  

– Emission tax 

 

 



• A country may regulate carbon emissions even if no future 
regulation on climate is expected 

 
• If emissions caps are based on abatements costs (e.g. set efficiently 

ex post) then countries have incentive to choose their local 
regulation strategically by: 
– Over-abating if economies of scope  
– Under-abating if diseconomies of scope  
 

• As a result, the choice of local regulation is not efficient ex ante and 
emission of global pollutions is too high 
 

• No strategic effect with carbon tax or tradable emission permits 
provided that: 
– the tax is not collected by the country itself  
– the initial allocation of permits is not linked to abatement costs  

 



 

• Is local pollution from coal in China good news for the 
climate? What is the impact for climate negotiations?  

• Yes because China is reducing CO2 emissions without being 
obliged by a climate deal 

• Setting emission caps depending on abatement costs might 
not be a good idea: efficient ex post but not ex ante 

• Argument in favour having emission caps defined per capita 
or GDP  

• Or better market-based instruments: tax or tradable 
permits provided that they are well-designed  


