
COMPARISON: Trading versus hybrid “Charge & Cap”  
T
o
 

his note compares the new Hybrid approach to aviation emissions with the Trading options using the 
riginal criteria as considered by IACO in 2004 (CAEP‐SG20041‐WP/3).  
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Summary of System Design Elements for:  Trading (ICAO, 2004)        &   Hybrid “Charge & Cap”
 
Option 2007:  
“Charge & Cap” emission, 
fund climate change action 
 

 
Kyoto Protocol and any 
project-based agreements 
(like CDM). 
None created; 
Aviation is a net buyer of 
emission certificates. 
 

 
Global emissions capped 
on an agreed level. 
 
 
Charge to deliver binding 
emission cap and provide 
funding for adaptation and 
future mitigation. 
All international flight 
operators for charges; the 
Fund for trading & global 
cap. 
 
Oversee the Fund, review 
and adjust the sub-funds 
structure (every 3 years). 
 
 
 

ICAO member states sign 
onto agreement allowing 
the collection of charges by 
the supranational Fund 
(through ATCs). 
 
Complete buying and 
selling of certificates 
except of national allocated 
units (selling of only 
previously acquired assets 
– none issued). 
 

 
No individual caps – impact 
internalized completely 
through emission charge. 
 
No allowances. 
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Comparison and Evaluation of System Design:     Trading (2004)        &   Hybrid “Charge & Cap”

Option 2007:  
“Charge & Cap” emission, 
Fund climate change 
action 
 

 
Determined by the cap 
(proposed to cap emission 
on the 2005 level till 2050). 
 

Certainty through market 
approach, early action & 
banking; overachievement 
as a stretch target. 
 

 
Growth accommodated as 
each airline pays for actual 
emissions. 
  
Reductions achieved 
through the most cost-
effective approach globally. 
 
 
 
 
Cap set low for a very long 
period – “hot air” very 
unlikely. 
Benefits also achieved in 
the funding areas: future 
mitigation & adaptation 
 
 
Global; 
99% of international flights. 
 
 

Low: Collection through 
existing ATCs; 
disbursement centralized 
through three sub-funds. 
 
 
 
Very low; no allowances 
issued, no additional 
compliance costs. 
 

 

Low: emission guidance; 
review & fund adjustment  
every 3 y (this role might 
be performed by UNFCCC) 
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Comparison and Evaluation of System Design (#2): Trading (2004) & Hybrid “Charge & Cap”
Option 2007:  
“Charge & Cap” emission, 
Fund climate change 
action 
 

 
 
None for international 
aviation 
(assumes that all airlines 
participate in this region 
agnostic solution). 
 
 
 
 

 
Requires global aviation 
agreement only       
(scheme designed to make 
it acceptable to airlines, 
developed and developing 
countries). 
 
 

 
Works with any trading 
platform through the 
UNFCCC ITL registry. 
Allows the trading of 
emission certificates (CDM 
etc.). 
 

 
 
 
Source: 
The trading options and criteria used in this note are identical to the tables ES‐1 and ES‐2, found in the ICF 
Consulting report, pg 13‐15, “Designing a Greenhouse Gas Emissions Trading System for International 
Aviation”, 2004 (ICAO reference: CAEP‐SG20041‐WP/3). 
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