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1. Project summary
The LIFE DICET project (LIFE18 GIC/IT/001129) has aimed 

to support European Union (EU) and Member States (MS) 

policymakers in deepening international cooperation with 

the development and the possible integration of carbon 

markets. 

• Website: lifedicetproject.eui.eu

• Duration: September 2019 - September 2022  

 (after a nine-month extension). 

• Total costs:  960,490 €

• EU contribution from the LIFE Programme: 528,269 €

The project builds and expands on the results of the  

lifesideproject.eu LIFE SIDE project (2016-2018) that was 

carried out to support EU policymakers in designing and 

implementing the EU Emissions Trading System (EU ETS) 

legislation.

Simone Borghesi 

Director FSR Climate
Coordinator of the LIFE DICET project.

http://LifeDicetProject.eui.eu
http://lifesideproject.eu
http://lifesideproject.eu/LIFE
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• The EU Emissions Trading System 

(EU ETS) is a pivotal market-based 

instrument for greenhouse gas (GHG) 

emission reductions. It is a cap-and-

trade system in which the EU sets the 

total allowable emissions for a certain 

period and issues tradable emission 

permits. This is done by introducing a 

cap on emissions, assigning property 

and trading rights to emitters, thus 

establishing a market and a carbon 

price. 

• The EU ETS is the first and one of the 

world’s most significant GHG emissions 

trading systems. It operates in 30 

countries and regulates emissions 

from about 10,000 European emis-

sion-intensive installations, including 

power and heat generation, energy-in-

tensive industrial sectors, and aviation.

• Several emissions trading systems 

(ETSs) have been established around 

the world as a tool for achieving 

countries’ climate goals. These 

cap-and-trade systems operate at a 

range of governance levels, including 

the supranational (EU), the national 

(Switzerland, New Zealand, Mexico, 

China, South Korea, Kazakhstan), the 

state/province (California and Quebec, 

among others), and the city-level 

(Tokyo, Saitama). As of the beginning 

of 2022, 17% of global GHG emissions 

are regulated under an ETS.

• One of the future challenges of the 

EU ETS, together with an extension of 

the scope to other sectors (e.g., road 

transport, building), is to be integrated 

with other compatible carbon markets. 

This will support the overall goal of 

establishing a global carbon market. 

2. Context: about the EU and 

International ETS
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E T S S  I N V O LV E D  I N  T H E  P R O J E C T  L I F E  D I C E T

European Union: operational since 2005, the 

EU ETS includes sectors like power production, 

oil refineries, steel works and the production of 

iron, aluminium, metals, cement, lime, glass, ce-

ramics, pulp, paper, cardboard, acids and organic 

chemicals, and civil aviation.

California - Québec: California and Québec ETSs 

were established in 2012 and have been linked 

since 2014. They cover activities such as electric-

ity generation, large industries, the combustion 

of fuel, including all commercial, residential, and 

small industrial sources. They also cover the use 

of fuel for transportation. 

China: provincial pilots have been in place since 

2013. Their scopes vary but often include power, 

heat, and part of industrial production above 

certain emissions thresholds. In 2021, a national 

ETS was launched. 

New Zealand: operational since 2008, the New 

Zealand ETS includes activities from the following 

industry sectors (liquid fossil fuels, stationary 

energy, industrial processes, synthetic green-

house gases) as well as forestry, agriculture, and 

waste.

Switzerland: operational since 2008, the Swiss 

ETS is aligned with the EU ETS in terms of secto-

rial scope, allowances distribution, and limitation 

in the use of offsets. Switzerland was the first 

country to successfully link its ETS with the EU 

ETS in 2019, after 10 years of negotiations. 
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The challenges of linking ETSs

• THE GROWING NUMBER OF COUNTRIES THAT HAVE 

IMPLEMENTED ETSS IS A SIGN OF KEEN INTEREST IN CLIMATE 

CHANGE PROBLEMS AND THE EFFECTIVENESS OF THIS 

INSTRUMENT FOR REDUCING GHG EMISSIONS. 

• SINCE CLIMATE CHANGE IS OVERWHELMINGLY A GLOBAL 

CHALLENGE, INDIVIDUAL NATIONAL OR EUROPEAN 

INITIATIVES ARE NOT ENOUGH. HENCE, INTERNATIONAL 

COOPERATION ON CARBON MARKETS CAN PLAY A KEY ROLE 

IN OVERCOMING THE CLIMATE CRISIS, AND IN REDUCING GHG 

EMISSIONS COST-EFFECTIVELY.

• COST-EFFECTIVENESS IS THE BASIC ECONOMIC PRINCIPLE IN 

SUPPORT OF CARBON MARKET INTEGRATION, AS THIS CAN 

ACHIEVE A GIVEN OVERALL EMISSIONS REDUCTION TARGET 

AT MINIMUM COST.

• HOWEVER, LINKING ETSS ITSELF POSES TREMENDOUS 

ORGANISATIONAL, LEGAL, POLITICAL, AND CULTURAL 

CHALLENGES. THESE CAN BE ADDRESSED BY 

STRENGTHENING COOPERATION BETWEEN THE ACTORS 

INVOLVED BOTH AT THE LEVEL OF NATIONAL SYSTEMS 

AND AMONG INTERNATIONAL ORGANISATIONS. FIRST, THE 

RESPECTIVE AUTHORITIES NEED TO BE ABLE TO EVALUATE 

THE PROS AND CONS OF DIFFERENT FORMS OF CARBON 

MARKET INTEGRATION WITH POTENTIAL PARTNERS. SECOND, 

TRANSPARENCY AND TRUST AMONG REGULATORS ARE 

NECESSARY.



3. Goals and objectives

Overall goal 

to foster international cooperation for the 

development and integration of carbon 

markets by creating:

• a deep knowledge of the functioning 

of carbon markets;

• effective communication with the 

relevant stakeholders  

(public institutions, companies, 

research centres, European citizens, 

etc.);

• a direct exchange of high-quality 

information and views with the 

international counterparts of the 

European Commission, that is with the 

regulators of other major ETSs.

Objectives

• facilitate enhanced international 

carbon market cooperation between 

the European Commission, as the 

regulator of the EU ETS, and the 

regulators of other major ETSs, 

namely, those of California-Québec, 

China, New Zealand, and Switzerland;

• provide EU and MS policymakers 

involved in international carbon 

market cooperation with helpful 

information and capacity building 

potential for the regulation of carbon 

markets and the implications of their 

possible integration;

• create an international network of 

experts on carbon markets;

• increase political support for carbon 

markets through dissemination 

actions.
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4. Activities and actions

T H E  L I F E  D I C E T  P R O J E C T  D E V E L O P E D  A  W I D E - R A N G I N G  B U T  L I N K E D  

S E R I E S  O F  A C T I V I T I E S . 

a) Core Expert Group

The establishment and animation of a group of about 25 people with strong expertise in 

carbon markets, called the Core Expert Group (CEG). The CEG included representatives 

of the European Commission, regulators of the other ETSs and experts from academia, 

policymakers, NGOs, and the private sector. The CEG advised the project team and was 

the foundation of the network of experts created under the aegis of the project.
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b) Carbon Market Policy Dialogue

The CEG participated in the Carbon Market Policy Dialogue (CMPD), the core of the 

project, to deepen cooperation between the European Commission and other regulators. 

The CMPD consisted of interaction among CEG members and other stakeholders, includ-

ing other ETS regulators and representatives of academia, industry, NGOs, international 

organisations and public authorities. It culminated in three meetings and addressed five 

highly relevant topics for international carbon market cooperation: 

Topic 1: Environmental ambition – 
scope, stringency, and policy mix

Topic 2: Price control: volume- and 
price-based mechanisms

Topic 3: Carbon leakage prevention 
– free allocation and other measures

Topic 4: Environmental integrity – 
use of offsets

Topic 5: Alignment – possible 
reforms for integration

Robert Schuman Centre | EUI7



c) Comparative assessment

The research team developed a comparative assessment ETSs drawing 

on the existing literature, the contribution of the external collaborators 

(one for each ETS), the output of technical workshops on each topic, 

and the CEG’s input. The comparative assessment progressed in paral-

lel with the CMPD, covering relevant topics. There were six reports sent 

to CMPD participants and enriched by CMPD discussions.

d) Capacity building and dissemination

• The LIFE DICET team organised two training courses. These 

were designed to translate the issues discussed in the CMPD into 

practice and to enable policymakers and stakeholders to develop 

competencies and skills on carbon markets. They consisted in 

four-week online training courses for European and non-European 

policymakers and stakeholders. The courses focused on how to 

enhance international cooperation by fostering emissions trading 

around the world, providing a better understanding of the regulation 

of carbon markets and the implications of their possible integration.

• The participants in the training courses gained knowledge about 

the theory of ETS linking and the state of play of existing ETSs. They 

could: a) learn more about how policy reforms and governance 

mechanisms facilitate carbon market integration; and b) interact 

with each other and the instructors.

• 2 webinars have been organised to make sure that the courses’ 

contents reached the widest possible audience.
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• The project spread the results of the comparative assessment. The 

dissemination push included reports, policy briefs, video and podcast 

interviews, newspaper articles, brochures, and a blog. The project also 

disseminated its contents through relevant events such as 3 online 

debates and numerous policy sessions, webinars, and workshops all 

over Europe and elsewhere.

More information and relevant resources 

on assessment outcomes are accessible 

from the project website

Robert Schuman Centre | EUI9
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5. Impact: major achievements of the project

• An established network of over 25 experts will keep on informing and sharing their 

knowledge on ETS linking after LIFE DICET has ended. 

• •200+ policymakers and stakeholders attended the project technical workshops, 

webinars, online debates, and many side events, including one at COP26.

• •5,000+ policymakers and stakeholders from European institutions, governments, 

NGOs, industry, and academia, were brought into contact with the project policy 

debate.

• 200+ active participants in the online training on linking ETS. The vast majority (92%) 

acknowledged a considerable increase in their knowledge on the subject. 

• Project results were presented at more than 25 national and international events, 

including the United Nations Climate Change Conference in Glasgow (COP26), 

the European Association of Environmental and Resource Economists 

Annual Conferences, events organised by International Emissions 

Trading Association, the Vienna Energy Forum, and the Italian Associa-

tion of Environmental and Resources Economists Annual Conference. 

• The project produced a wide range of dissemination material (public 

reports, presentations, video lectures, video interviews, policy briefs and podcasts). 

These are all available online. This material provides an in-depth analysis of 

international ETSs and looks at how to deepen international cooperation on carbon 

markets.

• Online presence: the LIFE DICET project was an online success. There were 28,000 

page views for the project website, including around 12,000 for the 52 blog posts 

published there. All content was disseminated using the hashtag #LifeDicet. 
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6. Insights from the project

The LIFE DICET project has sought to help policymakers enhance international 

cooperation for the development and possible integration of carbon markets and to 

better understand the apparent scarcity of links. Four reports have investigated the 

implications of different ambition levels (Report 1), price control mechanisms (Report 

2), leakage prevention measures (Report 3), and offset provisions (Report 4), for linking 

ETSs. A fifth report synthesises specific ETS design elements requiring alignment/

harmonisation and discusses how this can be achieved in linking negotiations. It also 

draws a proposal regarding the management of allowance prices in the form of a “price 

collar for the linked system”. 

A rare & excellent assembly of

top-global experts and relevant policy-
makers. Continuation of this institution

would be highly valuable.

CMPD Participant

“

”

Robert Schuman Centre | EUI11

https://lifedicetproject.eui.eu/context/
https://fsr.eui.eu/publications/?handle=1814/68843
https://fsr.eui.eu/publications/?handle=1814/68842
https://fsr.eui.eu/publications/?handle=1814/72600
https://fsr.eui.eu/publications/?handle=1814/73628


Report 0 “The Emissions Trading Systems at a glance – Report for the 
Carbon Market Policy Dialogue”, April 2020

Report 1 “Emissions trading systems with different levels of 
environmental ambition: implications for linking – Report for the 
Carbon Market Policy Dialogue”, November 2020

Report 2 “Emissions trading systems with different price control 
mechanisms: implications for linking – Report for the Carbon Market 
Policy Dialogue”, November 2020

Report 3 “Emissions trading systems with different measures for 
carbon leakage prevention: implications for linking – Report for the 
Carbon Market Policy Dialogue “, September 2021

Report 4 “Emissions trading systems with different offsets provisions: 
implications for linking – Report for the Carbon Market Policy 
Dialogue”, January 2022

Report 5 “ETS Alignment: a price collar proposal for carbon market 
integration – Report for the Carbon Market Policy Dialogue “,  
September 2022

All reports are also summarised through Policy Briefs.
Check out 

the resources 
here
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https://fsr.eui.eu/publications/?handle=1814/66753
https://fsr.eui.eu/publications/?handle=1814/66753
https://fsr.eui.eu/publications/?handle=1814/68843
https://fsr.eui.eu/publications/?handle=1814/68843
https://fsr.eui.eu/publications/?handle=1814/68843
https://fsr.eui.eu/publications/?handle=1814/68842
https://fsr.eui.eu/publications/?handle=1814/68842
https://fsr.eui.eu/publications/?handle=1814/68842
https://fsr.eui.eu/publications/?handle=1814/72600
https://fsr.eui.eu/publications/?handle=1814/72600
https://fsr.eui.eu/publications/?handle=1814/72600
https://fsr.eui.eu/publications/?handle=1814/73628
https://fsr.eui.eu/publications/?handle=1814/73628
https://fsr.eui.eu/publications/?handle=1814/73628
https://lifedicetproject.eui.eu/project-resources/ 


7. Replicability

European and non-European policymakers and stakeholders can 

replicate this successful project. The material available from LIFE DICET 

would help any institution in tackling complex issues at the crossroads 

between policy, governance, and research, in the climate area or, indeed, 

in many other fields.

The team has found it relevant to explore this replicability dimension 

along three pathways:

1. Replicability to other ETS  
extension or replication in different 
geographical areas to facilitate 
cooperation and integration between 
carbon markets (e.g., China).

2. Replicability to other policy areas 
the development of Internationally 
Transferred Mitigation Outcomes (ITMOs), 
within the framework of Article 6 of the 
Paris Agreement. 

3. Replicability to other sectors 
to extend the EU ETS to other sectors 
(e.g., German ETS and EU ETS 2 for road 
transport and buildings).

Replication 
recommendations 
and guidelines are 
available from the 
website

Robert Schuman Centre | EUI13
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The present report prepared by FSR Climate and its external collaborators is a deliverable of the LIFE DICET project, which is co-fi-
nanced by the EU LIFE Programme of the European Commission. It reflects the authors’ views and the European Commission is not 
responsible for any use that may be made of the information this report contains.

Contacts and information

This report was developed within the Florence School of Regulation Climate of 

the Schuman Centre for Advanced Studies, European University Institute.

LIFE DICET is co-financed by the EU LIFE Programme of the European 

Commission.

Website: lifedicetproject.eui.eu/  

Email: FSRClimate@eui.eu 

Content by Jacopo Cammeo, Albert Ferrari and Simone Borghesi

Graphics by Giorgio Giamberini

This Layman report reflects the authors’ views. The EUI and the European 

Commission are not responsible for any use that may be made of the informa-
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