AN AN '

CARBON PRICING
ASSESSMENT AND

DECISION-MAKING:

A GUIDE TO
ADOPTING

A CARBON PRICE

Joseph Pryor, PMR Secretariat,

World Bank

i
-
X o i
b
-

-w .

A O B

h . T N

. B .
. .
- T T

A . T T %

. O W 9
T T N

. . W N

B U N W

§\\\\\‘

N

’\\ ;

RRRRRRRRRRRRRR
EEEEEEEEEEEEEEE



Role of the guide

Aim: Develop guidance to inform policy deliberations

before decisions on carbon price adoption

B

Capture lessons
learned from
PMR

\_ v

S S SN
1111

Provide a
framework to
guide
policymakers

\_

~

J

X
7N A
Provide
templates, tools,

and examples

s

Complement
existing
guidance
documents

\_ v

E pmr

\_

~

J

PARTNERSHIP FOR
MARKET READINESS



A complement to the PMR’s other guides

Preparing for carbon pricing Design and implementation phase
Carbon pricing design

Making the case for carbon pricing

—GUIDETO —
COMMUNICATING
CARBON PRICING
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Managing costs and benefits Supporting systems and processes
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The Development Benefits
of Carbon Pricing

A Guide for Policymakers
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Technical documents available at: www.thepmr.org/content/technical-notes-and-guidance-documents



http://www.thepmr.org/content/technical-notes-and-guidance-documents

Overview of the Guide

1. Introduction to carbon pricing

Carbon
pricing in the
policy mix

L] The case for
carbon pricing

el Carbon pricing

options interactions

Content Identifying

policy
interactions

el Carbon pricing

2. The jurisdictional context

Attachments

™ Jurisdictions’
objectives

The local
context

Capacity for
implementation

Questionnaire
on country
context

Capacity
assessment
tool

Data tip sheet

Adopt a carbon pricing instrument

Example
terms of
reference

3. Impact assessment

Stakeholder
impacts

Modeling the
impacts of
carbon pricing

Modeling
technical
summary

4. Reaching a recommendation

Communicating
the

Synthesizing
evidence

recommendation

Recommendation
paper best
practices
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Delivers
cost-effective

A carbon
price can play

different roles Benefis o
carbon pricing

to meet a Regional or \ / Incentivizes

international low carbon

jurisdiction’s <= i
objectives

Generates Raises
development revenue
benefits




Policy objectives influence instrument choice

ETS advantages Carbon tax advantages

Emission outcome certainty
Regional/international cooperation

Cost-effective mitigation
Local benefits

[

-
Promotes business investment certainty

—
Raises predictable revenue
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Local context and capacity is important

Capacity required

Economic impacts differ
by sector and across society

Compliance

Economy
Market characteristics
determine market operation

Governance

Carbon tax

Emissions profile helps MRV
identify emissions to cover £
(4]
Environment "oi
Emissions targets define (7]
the mitigation required g’ o
= S £ Market
e ] © 1= oversight
Institutions influence oversight = O
and MRV processes = 6
Governance .g
!_egal consid_eration_s can limit g Trade
implementation options i

infrastructure ffl

Allocations E)

EIME

IR

% Political considerations
determine feasible options set
Stakeholder interests and public
opinion need to be considered

N Questionnaire on jurisdiction context ) B ARTNERSHIP FOR
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Data tip sheet




Interactions
with other
policies affects
how a carbon
price functions

Complementary

improve
functioning of
carbon markets

Overlapping

duplicate
incentives in
carbon markets

Countervailing

oppose
incentives in
carbon markets

x- Policy interaction attachment

energy market reform
(e.g. facilitating cost pass-through)

infrastructure upgrades
energy efficiency labeling
pollution/emissions measurement

feed in tariffs

green certificate programs, such
as renewable energy targets

* fossil fuel subsidies

* industry tax breaks and special

treatment
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Assess impacts using multiple sources

yf «  Modeling technical summary
\

. Example terms of reference



Respond to stakeholder impacts

Shfm Ll fram_e Predictability of revenues
for implementation
Limited capabilities Regional/international
& capacity cooperation

Market concentration o
or insufficient liquidity Temporal flexibility
Institutional or Certainty of emissions
political barriers reductions

Short-term considerations A Long-term objectives

Use broad evidence for support

Making recommendations
Justify the need for intervention

X « Recommendation paper best practice @wpmr PARTNERSHI? FOR




Summary of tools and other guides

Making the case for carbon pricing Carbon pricing design
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Summary of tools

Managing costs and benefits Supporting systems and processes
[ r
) o

s
Jtaannnn
Jansansnnnnnenng

[ A—

Technical documents available at: www.thepmr.org/content/technical-notes-and-guidance-documents



http://www.thepmr.org/content/technical-notes-and-guidance-documents
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