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CAP-AND-TRADE CONTEXT

• Raised about $16 billion to date

• Typically raises $2-3 billion per year (about ¼ of current budget discussions)

• About 2/3 of funds “continuously appropriated” to a wide variety of 

programs, only some of which are really focused on climate priorities

• Problem #1: excess allowance supplies and low-quality carbon offsets 

frustrate climate and revenue goals

• Problem #2: periodic auction crises follow from program flaws and make it 

impossible to finance a bond with auction revenue

• Problem #3: Program spending not well focused on climate goals

Source for revenue data: California Air Resources Board

https://ww2.arb.ca.gov/sites/default/files/2020-09/proceeds_summary.pdf
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Cap-and-trade auction revenue by quarter
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Program expands to 
transportation fuels

Revenue crises

https://ww2.arb.ca.gov/our-work/programs/cap-and-trade-program/auction-information/auction-notices-and-reports
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CAP-AND-TRADE REFORM OPTIONS

Decide what role cap-and-trade will play in CARB’s Scoping Plan

• Stabilize revenues at minimum prices or grow revenues through reforms

Follow the European model of successful reform

• Track excess allowance supplies and adjust market accordingly

• Eliminate carbon offsets

Optimize spending and focus on oversight

• Distinguish between mitigation, adaptation, 

and non-climate measures

Source: Cullenward & Victor (2020), Making Climate Policy Work

https://politybooks.com/bookdetail/?isbn=9781509541799

