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Plan

• Assumptions about the Rest of World

• Dynamic: policymakers don’t respond

• Static: no existing climate policies

•Grab bag
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Other policymakers don’t respond

• In Kellogg’s framework, a country’s policies impact 
emissions outside their own borders through several 
mechanisms:
• Classic leakage
• Fossil fuel prices

•Not by influencing other country’s policies
•He acknowledges this, but…
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The EU CBAM is 
an important 
violation of that 
assumption
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Carbon pricing is proliferating globally

Source: IEA (2026) Source: Wolfram et al. (2026)

CBAM industry emissions covered by 
a carbon price, existing & planned
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Policies coming online

2026: India, Vietnam, Japan 

Expected: Turkiye, Brazil

Industry emissions covered by a
carbon price



Evidence of CBAM’s role
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Source: Bahi et al. (2026)



Leveraging the rise in carbon pricing
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Open Coalition on Compliance Carbon Markets
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- 42% of global emissions
- More countries in process
- LICs as observers



Carbon pricing around the world

8Source:  World Bank (2026)



Suggestions for Kellogg
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• If other countries have bindings caps, this changes the 
conclusions about leakage

 → What happens to Table 2 with binding caps abroad?

•Note that most other carbon pricing regimes start as 
intensity standards, but China (30% of global emissions) 
plans to shift to a hard cap before 2030



American exceptionalism?

10Source:  World Bank (2026)



Why might the U.S. be different? Oil & gas
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Why might the U.S. be different? Oil & gas
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Why might the U.S. be different? Campaign finance
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Frame for U.S. climate policy going forward?
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• Do no harm

• Recognize role as largest oil and gas producer in the world

 → Extraction tax helps reduce fossil fuel consumption abroad

 → … doesn’t systematically harm lower-income countries

 → … hyper-localized harm in the U.S.



Fiscal benefits of extraction vs. consumption tax
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→Extraction tax more than doubles fiscal revenues

→Could depress fiscal revenues elsewhere

→Beware geopolitical costs!

Source:  Bistline et al. (2025)



Grab bag

16

• Carbon capture and sequestration changes the calculus

•Highlight the additional benefits to combining clean 
energy subsidies with carbon pricing

• Clean energy subsidies seem like an inefficient way to 
reduce electricity prices
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