
Eichner, Thomas; Pethig, Rüdiger

Working Paper

Efficient CO2 emissions control with national emissions
taxes and international emissions trading

CESifo Working Paper, No. 1967

Provided in Cooperation with:
Ifo Institute – Leibniz Institute for Economic Research at the University of Munich

Suggested Citation: Eichner, Thomas; Pethig, Rüdiger (2007) : Efficient CO2 emissions control with
national emissions taxes and international emissions trading, CESifo Working Paper, No. 1967,
Center for Economic Studies and ifo Institute (CESifo), Munich

This Version is available at:
https://hdl.handle.net/10419/26012

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/26012
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


 
 
 
 
 
 
 
 
 
 

EFFICIENT CO2 EMISSIONS CONTROL WITH 
NATIONAL EMISSIONS TAXES AND 

INTERNATIONAL EMISSIONS TRADING 
 
 

THOMAS EICHNER 
RUEDIGER PETHIG 

 
CESIFO WORKING PAPER NO. 1967 
CATEGORY 8: RESOURCES AND ENVIRONMENT 

APRIL 2007 
 

 
 
 
 
 

 
An electronic version of the paper may be downloaded  
• from the SSRN website:              www.SSRN.com 
• from the RePEc website:              www.RePEc.org 

• from the CESifo website:           Twww.CESifo-group.deT 



CESifo Working Paper No. 1967 
 
 
 

EFFICIENT CO2 EMISSIONS CONTROL WITH 
NATIONAL EMISSIONS TAXES AND 

INTERNATIONAL EMISSIONS TRADING 
 
 

Abstract 
 
In a group of countries like the European Union all countries seek to achieve their national 
CO2 emissions target by a joint emissions trading scheme covering some part of their 
economies (trading sector) and by a national emissions tax in the rest of their economies 
(nontrading sector). Applicable are also emissions taxes overlapping with the trading scheme 
that can either be freely chosen or are inert. Welfare-maximizing governments determine tax 
rates and the tradable-permits budget. It is shown that efficiency requires not to levy 
overlapping emissions taxes and to set the tax rate in the nontrading sector equal to the permit 
price. In the small-country case emissions control turns out to be efficient if tax rates in the 
trading sector are flexible. Otherwise it is second-best to violate cost effectiveness and to 
choose an excessive endowment of tradable permits. If countries are large and optimal tariffs 
cannot be applied, emissions taxes or subsidies (!) are shown to serve as a perfect surrogate; 
efficiency cannot be attained unless there is a central authority mandating cost effectiveness 
and banning overlapping taxes. Fiscal externalities are specified and the countries’ welfare in 
the large and small country case is compared. 
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