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• To develop innovative answers to today’s 

complex environmental issues… 
 

• …by providing a venue to bring together faculty 
and graduate students from across the University  
 

• …engaged in research, teaching, and outreach in 
environmental & natural resource and energy 
economics and related public policy. 

Mission 
of the Harvard Environmental Economics Program 

• The Program sponsors research projects, convenes workshops, and 
supports graduate education to further understanding of critical issues in 
environmental, natural resource, and energy economics and policy around 
the world. 
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Harvard Project on Climate Agreements 

Mission:  To help identify key design elements of a scientifically 
sound, economically rational, and politically pragmatic post-2012 
international policy architecture for global climate change. 

• 48 Discussion Papers from research teams around the 
world — a virtual reference library of research on 
options for international climate policy that has 
significantly benefited policy makers 

• Research teams in Australia, China, Europe, India, 
Japan, and the United States 

• Three major published volumes                       
 (Cambridge University Press) 

• Presentations at UNFCCC COPs 

• Policy roundtables and research workshops held 
around the world (Beijing, Brussels, Tokyo, etc.) 
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 Centralized architectures 
 Kyoto Protocol 
 Formulas for Assigning Targets 
 Portfolio of International Agreements 

 
 Harmonized national policies 

 Harmonized National Carbon Taxes, Trading Regimes, or Standards 
 

 Decentralized architectures and coordinated national policies 
 Linkage of Regional, National, & Sub-National Cap-and-Trade Systems 
 Linkage of Heterogeneous National Policies 
 Portfolio of Commitments 

Potential International Climate Policy Architectures 
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Formulas for Emission Targets for All Countries 

• Formulas assign quantitative emission caps to countries 
to 2100 
 Developing countries are not asked to bear any cost in early 

years 

 Developing countries are not asked to make any sacrifice 
different from sacrifices of developed countries, accounting 
for differences in income 

 No countries have targets costing more than 1% of GDP 

• International trading links national & regional systems 

• Every country contributes no more than its “fair share” 

 
 

•    Core:  Key principles lead to design of targets 

 Formula used to set national emission caps to 2100 using three key elements 

 Progressivity factor:  richer countries make more severe cuts 

 Latecomer factor:  nations that did not achieve targets under Kyoto make gradual 
emission cuts to account for post-1990 emissions 

 Equalization factor:  moves targets of all countries in direction of global average per 
capita emissions by end of century 
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System of National Carbon Taxes 

• Advantages 

 Can be comprehensive and cost-effective 

 Simple to design and administer, institutions exist 

• Concerns 

 Equity:  does not include obvious device for side-
payments 

 Apparent lack of political will in most countries 

•    A system of harmonized national carbon taxes 

 Each country collects and keeps generated revenue 

 Uniform tax set by international agreement, subject to periodic review 

 Charge assessed upstream on carbon content of fossil fuels 

 Poorest nations exempted:  low emitters, and administrative capacity may be a problem 

 



7 

Portfolio of Domestic Commitments  (“Pledge and Review”) 

• Copenhagen Accord 

• Cancun Agreements 

 

• But can this bring about  “sufficient”  stringency? 

 No, but is that the right question? 

• Can it be an effective bridge to further steps? 

 Perhaps 

•  Each participating nation registers to abide by its domestic climate commitments 
 
 Australia, EU, China, India, Japan, New Zealand, and U.S. announced domestic 

commitments or plans prior to Copenhagen (December 2009) 
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Linkage of National & Regional Tradable Permit Systems 

• The Emerging International Regime 

 If cap-and-trade systems link with common emission-
reduction-credit system, such as CDM, the cap-and-trade 
systems are indirectly linked 

 All the benefits of linking are achieved – cost savings, etc. 

 But propagation of design elements across systems greatly 
diminished 

 May be evolving as part of de facto post-Kyoto architecture 

•  Cap-and-trade systems are preferred approach in many countries and regions 

 Linking these cap-and-trade systems reduces overall costs, market power, and price 
volatility 

 But linking causes automatic propagation of cost-containment design elements:  banking, 
borrowing, and safety valve 

 Therefore, advance harmonization required 

 



 
• Does not endorse particular policies or policy architectures 

 
• Does not make policy recommendations 

 
• Rather, the Harvard Project on Climate Agreements carries out research, 

 
• And provides a living reference library 

 
• The Project is interactive, working with national delegations and 

stakeholder groups around the world. 

The Harvard Project on Climate Agreements … 
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For More Information 
 
 

Harvard Project on Climate Agreements 
www.belfercenter.org/climate 

 
Harvard Environmental Economics Program 

www.hks.harvard.edu/m-rcbg/heep/ 
 
 

www.stavins.com 
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Appendix:  The U.S. National Context 
• Most economists & other policy analysts favor carbon-pricing.  Why? 

 No other feasible approach can provide truly meaningful emissions reductions 
(such as U.S. target of 80% cut in national CO2 emissions by 2050) 

 It’s the least costly approach in short term (heterogeneous abatement costs) 

 It’s the least costly approach in the long term (incentive for carbon-friendly 
technological change) 

 So, it’s a necessary (but not sufficient) component of sensible climate policy 

• But, carbon-pricing is controversial in the U.S. 

 It makes the costs transparent (unlike conventional policy instruments); and 
cap-and-trade is easily associated with the T-word; indeed, in Washington, 
cap-and-trade was demonized as “cap-and-tax” 

 A meaningful, national, economy-wide carbon-pricing policy is unlikely to be 
enacted in U.S. before 2013 (at the very earliest) 

• Does that mean there will be no U.S. climate policy?   No. 
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 Stimulus Package – $80 billion committed for renewables and energy-efficiency 

 Automobile and Appliance Energy Efficiency Standards 

• U.S. Supreme Court decision, EPA endangerment finding, & CAA 

• Air pollution policies for correlated pollutants under CAA 

• Public Nuisance Litigation:  lawsuits pursuing injunctive relief and/or damages 

• Political interest in Clean Energy Standard 

• Carbon Tax – will fiscal realities lead to look at Federal “consumption taxes?” 

• Technology Policies 

 Carbon-pricing necessary, but not sufficient – information is a public good 

 Technology innovation subsidies necessary, but not sufficient 

 

 

Other Important U.S. Climate Policy Developments 
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