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Missing out on international spillover effects may lead to substantial 
mis-assessments.

Lesson 1:

SOE_EUR: Europe acting alone with fixed terms of trade
MRT_EUR: Europe acting alone with endogenous terms of trade
MRT_ALL: All countries acting with endogenous terms of trade

(Böhringer 2021)



2nd best proposals on unilateral emission pricing may fire back.

Lesson 2:

• Carbon tariffs are mainly redistributive.

• Are they credible sanctions? Maybe not – retaliation and the threat of a trade war.

• Alternatives to BCA: rebates (+consumption taxes)

(Böhringer et al. 2012)



Greener and fairer – redistribution matters. 

Lesson 3:

(Böhringer et al. 2021)



Positive economic analysis can provide a useful basis for 
normative policy conclusions.

Positive and Normative Analysis

A positive statement is a 
statement about what is 
and that contains no 
indication of approval or 
disapproval.

A normative statement 
involves value judgments 
about whether a situation is 
desirable or undesirable, 
“what ought to be.”

What role for economic analysis?
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