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NET ZERO & CARBON PRICING

• Despite the economic and social upheaval of COVID-19, there 
was a proliferation of net zero commitments over the past year.

• But what do these net zero commitments mean for how 
governments and companies use carbon pricing?

• How will carbon pricing instruments look like under a net zero 
framework?



• More governments are adopting net zero 
targets and we are beginning to see more 
ambitious carbon pricing instruments: the 
EU, Canada, Germany, Ireland and New 
Zealand.

• Conversations on carbon border 
adjustments may also spur more ambitious 
climate policies

• This past year has also seen new carbon 
pricing instruments come online…



• 64 carbon taxes and ETSs in operation
• Covering 21.5% of global GHG emissions



• Despite the increasing number of carbon pricing instruments, short-
and medium-term ambition needs to be strengthened.

• Countries’ climate plans continue to fall short and carbon pricing 
instruments are no exception.

BUT THERE IS STILL SIGNIFICANT 
UNTAPPED POTENTIAL…



CARBON PRICES

3.76% of global GHG 
emissions are covered 
by a carbon price at 
or above USD 40-80



ALLOWANCE PRICES (2020)

Allowance prices 
were largely stable 
in 2020, likely aided 
by PSAMs



• Carbon pricing is a cost-effective mitigation tool. But it works best 
within a broader climate framework. Other complementary 
measures are also needed to tackle nonprice barriers and reduce 
emissions in sectors not covered by carbon pricing.

• The effectiveness of carbon pricing can be assessed by emissions 
reduced – attributing those reductions to the price signal itself can be 
tricky.

• Countries’ climate plans continue to fall short and carbon pricing 
instruments are no exception. While net zero targets are ambitious,
current policies need to be aligned to these goals.

• Carbon pricing design is flexible: play different roles, develop hybrid 
models and build on existing frameworks or international best 
practices.

CONCLUSIONS
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