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A few basics of the instrument “ETS” 

  A system of tradable emission rights (Emission Trading 
System – ETS) is the optimal instrument to tackle the 
climate change problem as it guaranties compliance with 
the politically decided GHG emission target at the lowest 
possible macroeconomic cost (= welfare loss). 

  A regional system gives more potential savings than 
independent national systems + one global system more 
than independent regional ones! 

  The “Linking” of national or regional systems of developed 
countries with those of developing countries would be 
advantageous for both and for climate change protection. 



  One precondition of “Linking” is that all of the systems 
 to be linked have a similar climate change protection 
 ambition level. 

  The similarity can be judged with respect to the needs to 
stay below the agreed “2°C” target as follows:  

   The sum of the budgets of emission rights of the 
 systems to be linked must be in line with this target! 

  The distribution of the rights to the systems to be 
 linked must be fair and equitable – in principal on a 
 per capita basis! 
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  To implement a national ETS in a developing country would 
 allow its linking with the EU-ETS and provide 3 advantages 
 especially important for a developing country: 
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General incentive for climate friendly behaviour 2 

Additional income for state budget with full 
sovereignty over its use 
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1 A solution to the social problem of  climate change 
protection policy 



  Problem: ETS gives GHG emissions a price which is to be paid 
 at the end directly or indirectly by consumers. This is harder to 
 cope with for poor people than for rich ones. 

   Solution: The revenues from the auction of emission rights 
 should be allocated to the inhabitants on a per capita basis! 

   Effect: As the additional costs for poor people due to their  low 
consumption ability are lower than those of the average  but 
they will receive the same average per capita share of 
 revenues, they would be net winners! 

   A just transfer from the rich to the poor of a country! 
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  Net winners would also be people who behave in a climate 
 change protection friendly manner as their additional costs 
 are lower then for those who have, for what ever reason, a 
 higher personal carbon footprint! 

 
   Would lead to a general consciousness that climate  friendly 

behaviour is not only a moral aspect but gives  direct 
financial advantages on a fair and just basis! 

 
   This is true for every social class – poor or rich! 
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  As the per capita GHG emissions of developing countries are 
 still much lower than the ones of developed countries, the 
 developing country with an ETS would be in the position to 
 auction more emission rights than needed for itself! 

   Therefore only part of the revenues from auctioning is needed 
 to compensate the additional cost of its own economy resp. the 
 additional costs to its own consumers! 

   The remaining revenues would go directly to the state budget 
 under the discretion of the government resp. parliament! 

   The sooner the ETS the higher the additional income would be! 
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  If Viet Nam would start a national ETS in 2018 and would 
 link it with the EU-ETS, it would have a surplus of rights to 
 be auctioned up to 2023 in the order of 

Viet Nam as an example 

  500 to 1.000 million t CO2-eq. with 
a value of about 4 – 10 billion €!  

  From 2024 onwards Viet Nam might be a buyer! 
  The bulk of surplus would be 2018 - 2020! 
  2021 - 2023 the surplus would be only 150 – 300 
 million rights. 



Conclusion/Recommendations 
 
   An ETS might provide important advantages also for a 

developing country if linked with other ETS: 
   a solution to the social problem 

   incentives for climate friendly behaviour 

   additional income for state budget 

   Developing countries are recommended to examine 
 carefully the option of own national or regional ETS!  

   The non-profit  
 German Emission Trading Association (bvek)  

 is ready to give a more specific orientation advice to interested 
 developing countries! 
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