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Abstract 

This paper provides a concise overview of the emissions trading system that has been launched 
in California and Quebec. Though very much the product of state and provincial legislation, the 
cap-and-trade systems of California and Quebec operate under guidelines of the Western Climate 
Initiative (WCI), a voluntary subnational intergovernmental organization initiated in 2007. The 
paper provides information on emission trends in California and Quebec and summarizes key 
design elements of the cap-and-trade systems, the expected benefits of trading between the two 
jurisdictions, and the complementary policies adopted by the two jurisdictions to support the 
implementation of cap-and-trade. Successful implementation of a linked cap-and-trade system in 
California and Québec could also provide a blueprint for other provinces and states and even an 
eventual federal or continental carbon pricing mechanism. 

Keywords: cap-and-trade, California, Quebec, Western Climate Initiative 

Résumé 

Ce document donne un aperçu concis du système de plafonnement et d’échange de droits 
d’émission conjoint qui a été lancé par la Californie et le Québec. Bien que le Québec et la 
Californie ait adopté leur propre législation afin de mettre en œuvre leurs systèmes respectifs de 
plafonnement et d'échange de droits d’émissions, ils fonctionnent selon les lignes directrices 
établie conjointement par le cadre du Western Climate Initiative (WCI), une organisation 
intergouvernementale infranational volontaires lancé en 2007. Les objectifs de cette 
communication sont de fournir les informations sur les tendances relatives aux émissions de GES 
en Californie et au Québec, de résumer les éléments clés des systèmes de plafonnement et 
d'échange, ainsi que les avantages attendus de l’intégration des systèmes californiens et 
québécois ainsi que de résumer les politiques complémentaires adoptées par les deux juridictions 
pour soutenir la mise en œuvre de leur système de plafonnement et d’échange. La mise en œuvre 
et l’intégration réussie d'un système de plafonnement et d'échange liée entre Californie et au 
Québec pourrait également fournir un plan pour un mécanisme de tarification du carbone fédérale 
ou même continental éventuelle. 

Mots clés : Système de plafonnement et d’échange de droits d’émission, Californie, Québec, 
Western Climate Initiative 

1. INTRODUCTION 

This report aims to improve understanding of the political and economic factors that have led to 
the integration of California and Quebec cap-and-trade systems.. California has committed to 
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reducing its emissions to 1990 levels by 2020 while Québec has committed to reducing 
emissions 20% below 1990 levels in the same time period. Though very much the product of 
state and provincial legislation, the cap-and-trade systems of California and Quebec operate 
under guidelines of the Western Climate Initiative (WCI), a voluntary subnational 
intergovernmental organization initiated in 2007. Successful implementation of a linkage 
between California and Quebec cap-and-trade systems could provide a blueprint for the 
adoption of similar instruments in other US States and Canadian provinces and for an eventual 
federal or even continental carbon pricing mechanism. Recently, the province of Ontario has 
renewed its commitment to implement and emissions trading system and has shown interests 
into linking its future carbon pricing mechanism with the California-Quebec carbon market. The 
recent election of the Alberta New Democratic Party (NDP) has also led some observers to 
speculate that Alberta might (or should) also consider joining the Quebec-California carbon 
market. Attention to the political economy of these provinces led us to conclude that although 
the implementation of a cap-and-trade system in Ontario is likely, a decision from Alberta to 
implement a cap-and-trade system appears implausible, given the province heavy reliance on 
the oil and gas sector which has resisted the implementation of the WCI-inspired emissions 
trading. In addition, the state of Washington reported in December 2014 that it could soon join 
the carbon market initiated by California and Quebec [1]. Given the novelty of Washington’s 
entrance, we offer only limited discussion of its potential entry into the carbon market. In what 
follows, we describe emissions trends in Quebec and California and the evolution of their cap-
and-trade systems under the WCI. We then undertake a review of the design of California and 
Quebec’s climate policy—looking at similarities and differences in their respective cap-and-trade 
systems but also at complementary policies. Indeed, one of the key findings of this study is that 
in both California and Quebec, cap-and-trade is but one piece of a much more comprehensive 
package of policies designed to address climate change. In other words, the cap-and-trade 
systems in both jurisdictions serve as a backstop measure that is intended to enhance the 
effectiveness of other programmes by putting a price on carbon.  
 

2. EMISSIONS TRENDS IN CALIFORNIA AND QUEBEC 

Given the overarching goal of reducing emissions of greenhouse gases, any analysis of climate 
policy in California and Quebec should begin with a description in emission trends. In absolute 
terms, emissions levels in California and Quebec are very different. With one of the world’s largest 
economies, California’s emissions are nearly six times those in Quebec. Indeed, the most recent 
data available for comparison date from 2010 and indicate that California’s gross emissions stood 
at 452 MtCO2e compared to 83 MtCO2e in Quebec (Figure 1a). On a per capita basis, however, 
California’s levels are only slightly greater than Quebec’s. Moreover, both jurisdictions have seen 
significant reductions since 2000 (Figure 1b). California’s per capita emissions have shrunk from 
14.5 to 12.1 tCO2e while Quebec’s have fallen from 12.0 to 10.4 tCO2e. Further analysis of 
emissions trends in California and Quebec suggests that both jurisdictions are becoming more 
efficient (Figure 1c). In terms of emissions intensity of the economy (tCO2e per unit of gross 
domestic product, GDP), California produced 346 tCO2e per USD million of GDP in 2000, which 
fell to 245 tCO2e per USD million of GDP in 2010. In Quebec, similar trends are found when 
accounting in Canadian dollars: 369 tCO2e per CDN million of GDP in 2000, which had fallen to 
279 tCO2e per CDN million of GDP in 2010. Finally, emissions in both California and Quebec 
have grown slower than their respective national averages relative to 1990 baseline levels. 
California’s emissions trends are just below US national ones. Relative to 1990 levels, Quebec’s 
historical emissions trends are significantly below Canadian national averages, which can be 
explained in part by the growth of emissions in oil producing regions of Western Canada. 
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California and Quebec differ significantly in terms of emissions by sector (Figure 2). While 
transport is the largest source of emissions in both jurisdictions, electricity generation is the 
second largest source of emissions in California while it is almost insignificant in Quebec. This is 
due to Quebec’s large hydroelectric resources, which dominate the province’s energy supply mix 
[2]. On the other hand, industrial gases account for a larger share of emissions in Quebec than in 
California, largely due to the significant contribution of Quebec’s aluminum industry where such 
gases are generated [3: 83]. Further research is needed to understand the implications of the 
entry of the state of Washington and the province of Ontario into the carbon market. In many 
ways, the emissions profiles of Washington and Ontario are more similar to that of Quebec than 
California. In 2010, total emissions of Quebec amounted to 96.1 MtCO2e and the transport sector 
is the main source of emissions, due to relatively large hydropower resources [4]. However, per 
capita emissions in Washington are actually slightly higher than California 14.2 tCO2e per capita 
in 2010 (Ibid.) while Ontario’s per capita emissions are slightly lower at 13.32 tCO2e per capita. 

Figure 1: Historical Emission Trends in California and Quebec, 2000-2012 

(a) Absolute Emissions (without sinks) (b) Per capita emissions (without sinks) (c) Emissions by million dollars GDP* 

   

Sources : (i) Québec –  emissions [5-9], population [10], GDP [11]; exchange rate [12]; (ii) California – emissions [13], 

population [14], GDP [15]. Note that exchange rates are historical averages, which might hide considerable intrayear 

variation. 

Figure 2: Emissions by economic sector, 2010 (MtCO2e) 

(a) California  (b) Quebec 

  

Sources : Quebec [9]; California [13] 
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3.  DESIGN ELEMENTS OF CAP-AND-TRADE IN CALIFORNIA AND QUEBEC 

As a decentralized institution, the WCI allows for variation in the application of its rules. But partner 
jurisdictions have an incentive to harmonize their official regulations with one another in order to 
facilitate emissions trading. In this section, we consider the specific design of the cap-and-trade 
systems in California and Quebec, identifying similarities and differences. In doing so, we have 
combined our independent review of the legal frameworks in each jurisdiction with information 
presented in various independent reports [16-18]. Largely due to harmonization via the WCI, most 
elements of each jurisdiction’s cap-and-trade programmes are similar, though a number of 
important yet subtle differences exist. Note that the climate policy in California is administered by 
the California Air Resources Board (CARB) while in Quebec it is the jurisdiction of the Ministry of 
Sustainable Development and the Fight against Climate Change (MDDELCC). 

3.1  Emission Reduction Commitments 

California has committed to reducing its emissions to 1990 levels by 2020, while Quebec has 
committed to reducing emissions 20% below 1990 levels in the same time period. It is useful to 
breakdown these commitments into more comparable units by using the 2005 base year common 
to the WCI. As illustrated Figure 3, California has committed to reducing its net emissions to 427 
MtCO2e by 2020, representing a 10.8% reduction from 2005 levels. Quebec’s 2020 emission 
reduction target of 67.1 MtCO2e is actually more ambitious than in California, as it represents a 
reduction of 22.4% from 2005 levels. 

Crucially, only a fraction of these emission reductions are to be achieved through each 
jurisdiction’s cap-and-trade programme, which is divided into three commitment periods (Figure 
3). During the first commitment period, from 2013-2014, the emissions cap will address only 
emissions in the energy and industrial sectors—accounting for approximately 36% and 29% of 
total emissions in California and Quebec, respectively. From 2013 through 2014, the cap 
decreases by about 2% annually in both jurisdictions. At the beginning of the second compliance 
period, coverage expands to include the transport sector in 2015, at which point approximately 
87% and 77% of emissions will be covered in each respective jurisdiction. Between 2015 and 
2020, the cap reduces at a rate of approximately 3% and 4% per year in California and Quebec, 
respectively. 

Figure 3: Annual size of regulated emissions cap in California and Quebec during first 
three compliance periods, 2013-2020 

 
Sources: California Cap Regulations (Table 6-1); Quebec Allowance Determination Regulation (s.1). 
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3.2  Emissions Sources and Sinks 

Emissions sources included under the cap-and-trade systems in California and Quebec are 
largely similar; however, the two jurisdictions differ in the role that land-use and forest carbon 
sinks are permitted to play in achieving emissions reductions. Sustainable forest management in 
California is expected to generate 5.0 MtCO2e of emission removals by 2020, though not 
permitted in the state’s cap-and-trade system. In contrast, Quebec (and Canada) have elected 
not to account for carbon sinks given concerns that forests will become net sources of emissions 
as climate change proceeds [19-21]. However, as discussed later, Quebec is in the process of 
creating carbon offset protocols in the forestry sector. 

3.3 Rules for the Free Allocation of Emission Allowances 

One of the political advantages of cap-and-trade is the flexibility it offers through the free allocation 
of emission allowances, allowing governments to address concerns about competitiveness, 
especially for emissions intensive trade-exposed industries (EITEIs). Consequently, the 
governments of Quebec and California have chosen to distribute emission allowances free at the 
outset and gradually allocate more by auction. Since the allowances have a real economic value 
and provide a competitive advantage, the allocation of free allowances must be done in 
transparent manner. 

The allocation of emission allowances in the electricity sector has been particularly difficult in 
California because of the need to balance the price of electricity with climate policy. Note that 
electricity is the second largest source of GHG emissions in California, while Quebec's energy 
production is relatively clean, given its large hydroelectric capacity. The need to reconcile 
reducing emissions and access to electricity has greatly complicated the emission rights allocation 
process in California. 

In Quebec, the MDDELCC determines annually the amount of emission units that will be delivered 
to each issuer based on energy efficiency baselines are established using the criteria set out in 
the regulation creating the cap-and-trade system (SPEDE). Free emission rights are allocated 
according to regulated facilities past average emission intensity. Thus, the various industrial 
activities are subject to more or less stringent emission standards. As emissions intensity 
decreases, fewer emission rights will be granted, and more will be auctioned. Overall, the number 
of free emission allowances will decrease gradually, between 1% and 2% per year starting from 
2015 to 2020 [23]. For its part, the MDDLCC keep in reserve 25% of free allowances until the 
year following that in which they should be used to allow it to verify the actual emissions of the 
issuer. The Ministry will then adjust the amount of emission allowances allocated based on actual 
emissions. 

The Quebec government has also adapted its allocation of emission allowances to accommodate 
certain sectors, particularly the manufacturing sector, which includes aluminum production among 
many others, which is a significant source of emissions, especially due to the use of industrial 
gases and processes. Still, in Quebec, the emission intensity of this industry is among the lowest 
in the world, even facing fierce global competition [24].  

3.4.  Allowance Auctioning 
 
The auctioning of allowances is an important step that allows to establish a carbon price and to  
generate revenues from the cap-and-trade system. Allowances can be bid upon and held by 
emitters who are subject to the cap but also by other market participants who are not directly 
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targeted by the regulation such as installations that emit less than the regulatory threshold of 
25ktCO2e per year or individuals interested to invest in the carbon market. We first consider 
auction prices in independent California and Quebec carbon markets, which began respectively 
in November 2012 and December 2013. However, the MDDELCC and CARB held their first joint 
auction of emission allowances in November 25, 2014. Trends in auction prices are found in 
Figure 4 below. 

In what constitutes an important difference with the EU-ETS, both California and Quebec have 
agreed to an auction floor price. It was established at $10 USD and $10.75 CDN per tCO2e for 
2013 allowances, rising annually by 5% plus the rate of inflation. CARB ran its first auction for the 
2013 allowance vintage in November 2012. Allowances initially saw a settlement price of $10.10 
CDN, though this rose to $14.24 CDN in May 2013 before dropping to approximately $12.00 CDN 
during the most recent auction. This is notably higher than the prices of allowances on the EU-
ETS as well as RGGI [25]. All allowances auctioned in California were purchased. Nonetheless, 
it should be borne in mind that allowances auctioned only amount to about 40% of those issued 
by California (64.4 MtCO2e of 162.8 MtCO2e), the rest being freely allocated.  

The first auction in Quebec took place in December 2013. First fact to be observed: for the first 
four auctions, which were held independently amongst Quebec firms, the settlement price 
matches the floor price. Second, given the current exchange rate, Quebec unit prices are lower 
than in California ($11.39 CDN in Quebec and $12.15 CDN in California). Conversely, a strong 
increase of the relative amount of units purchased is observed, from 34% at the initial auction to 
almost 100% in recent auctions. Same story on the side of California, suggesting that the market 
is maturing and buyers linger more. 

We now turn to the prices on the joint carbon markets, of which the first was only held in late 
2014. The price obtained $13.68 CDN represents an increase in price for all previous auctions in 
2014. However, the increase in prices is more important from the Quebec perspective. Compared 
to August auctions, prices rose by 20% in Quebec and only 9% for California. 

Figure 4: California and Quebec auction prices 2012-2014 ($CDN), for 2013/2014 vintages 

 
Sources : CARB [26-33]; MDDEFPQ/MDDELCC [34-37]; MDDELCC et CARB [38] 
Notes : The Red lines indicate allowance prices in California while the Blue lines indicate Quebec’s 
allowances prices. Doted lines are 2013 vintag allowances and plain lines are 2014 vintages. 

 
3.5.  Price Control Mechanisms 

 
WCI allows its partners to use certain price control mechanisms to allow governments to prevent 
carbon prices running too high or too low [39: 11-13]. As we suggested earlier, the price control 
mechanisms associated with carbon market in California and Quebec distinguishes the EU-ETS. 
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First, the auction price floor maintains a minimum price in the event that low demand results in a 
price below an acceptable threshold. This feature helps correct any inadvertent over-allocation of 
allowances. The EU-ETS in particular has been plagued by significant changes in the price 
deductions [40]. However, there are three other instruments to control prices: price ceiling, 
allowance banking, and carbon offsets. 

A price ceiling was also adopted by the WCI. Here a so-called Allowance Price Containment 
Reserve, administered independently by California and Quebec, is used to collect a portion of 
allowances from auction each year for release if a certain predetermined price is reached. 
Alternatively, reserve allowances may be used to adjust the amount of free allowances allocated 
to emitters. 

Allowance banking allows compliance entities to decide how best to use emission allowances 
over time. Under the WCI, unlimited banking is permitted, although emitters and market 
participants are subject to holding limits. Holding limits are a limit on the amount of allowances 
that are not destined for the current compliance period and which an emitter or market participant 
can hold to bank for future use. Holding limits are calculated in the same manner in California and 
Quebec for each entity or market participant. Notably, offsets are not included in the holding limit. 
In addition, multi-year compliance periods provide flexibility for compliance entities, and recognize 
that emission reductions efforts may take time to phase in (particularly in the early years of the 
program). While covered entities in Quebec must surrender their allowances only at the end of 
the compliance period, in California regulated facilities have compliance obligations both on an 
annual and triennial basis. 

Finally, carbon offsets can also be used to help regulated entities in Californian and Quebec to 
meet their emission reduction targets. The idea behind carbon offsetting is that low-cost 
opportunities to reduce emissions can be found in sectors and locations outside the group of 
entities that are obligated under a cap-and-trade system to reduce their collective emissions. 
Carbon offset credits are considered fully fungible with emission allowances and represent 
another, ostensibly lower-cost means by which firms can meet their emissions quota. Carbon 
offset credits are sought in economic sectors and locations where expert analysis indicates it is 
cheaper to reduce emissions—at least relative to the costs amongst firms under the cap [41, 42]. 
These offset projects can be undertaken anywhere in North America. This is important because 
the same type of carbon offset project could be less expensive to implement in North Dakota, for 
example, than in California or Quebec. 

Currently, only a limited number project types are allowed in Quebec under the offset rules 
currently approved by MDDLCC: methane reduction from improved livestock manure 
management, methane reduction for landfills as well as for the reduction of certain ozone 
depleting substances—though there is also discussion about a forest carbon offset protocol [43]. 
Similar carbon offset protocols exist in California, Quebec’s partner in the North American carbon 
market [Ibid.]. Note that there are a few additional project types permitted by the Californian 
government under its offset system: carbon sequestration from urban forest projects in the US 
and, while not yet finalized, methane reduction from mining operations and rice cultivation. Under 
the linked Quebec-California carbon market, offsets from either jurisdiction will be available for 
purchase. In the California-Quebec carbon market, carbon offsets regulated by each of these 
jurisdictions may be purchased for compliance. 

There are real concerns with carbon offsets, the most important being that the carbon credits 
generated do not really represent emission reductions. Carbon offsets are vulnerable to the 
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criticism that the action they are crediting with reducing emissions, in the example here the 
introduction of methane capture technology, would have happened anyway—without the 
additional carbon finance [44]. This is exacerbated by the long-term nature of the crediting period 
of offset projects—typically set at 10 years. For example, the price of technology to capture landfill 
gas might go down significantly five years after a project’s start, rendering it highly affordable 
though for reasons that have little to do with carbon finance. There are also concerns that offsets 
present a “moral hazard”, constituting a disincentive for governments to make the more 
challenging structural changes to their economy to reduce emissions [45]. It should be noted that, 
despite such moral hazard concerns, countries holding the most CDM credits are also those 
countries which have taken the most steps domestically to reduce their emissions—a empirical 
finding suggesting another political vantage point on the use of offsets [46]. As discussed in more 
detail elsewhere, economic models suggest that the number of offsets in the California-Quebec 
carbon market will have a significant impact on the price of emission allowances [47]. 

Nonetheless, such concerns have been significant enough to see the use of offsets limited to 8% 
of any firm’s emission reduction obligation under the rules governing Quebec & California’s 
carbon market [43]. No more than 8% of an entity’s total reductions in any given compliance 
period can be met through the use of offsets. Table 2 below reports the amount of carbon offsets 
that created under the 8% threshold. 

Table 2: Limits on carbon offset usage (MtCO2e) 

 2013 2014 2015 2016 2017 2018 2019 2020 TOTAL 

California 
 

14.2 
 

13.9 
 

34.3 
 

33.3 
 

32.2 
 

31.2 
 

30.1 
 

29.1 
 

218.3 
 

Quebec 
 

2.1 
 

2.0 
 

5.5 
 

5.3 
 

5.1 
 

4.9 
 

4.6 
 

4.4 
 

33.9 
 

TOTAL 16.3 15.9 39.8 38.6 37.3 36.1 34.7 33.5 252.2 

 

3.6   Revenue Generation and Spending under Cap-and-Trade 

 
Through the auctioning of allowances, the cap-and-trade programmes in California and Quebec 
are expected to generate considerable amounts of revenue. The use of such revenue has proven 
complex and controversial in California, though relatively more straightforward in Quebec. In 
Quebec, the cap-and-trade programme in conjunction with the Green Fund duty1 will generate 
$2.7 billion of additional revenues by 2020 and over $1 billion by 2017 [48: 10]. Most of these 
funds will be derived from the auctioning of emission allowances. It should be noted that the 
Quebec will be phasing out the Green Fund duty completely in the fiscal year 2015-2016. Except 
for $220 million that will finance some remaining initiatives of the 2006-2012 Climate Action Plan, 
all forecasted funds will be entirely allocated to the initiatives described in the 2013-2020 Climate 
Change Action Plan [48: 13].  

In contrast to Quebec, it is more difficult to paint an accurate portrait of revenue generation and 
spending in California. There is a legal debate about whether revenue generated can only be 

                                                 

 
1 Also known as the “duty on gasoline and fossil fuels,” Quebec’s Green Fund duty refers to the annual 
levy that is payable to Quebec’s Green Fund. The duty applies upstream to importers and distributors of 
fossil fuels in the province. Funds raised from the duty are used to pay for specific environmental 
programs and measures aimed at promoting sustainable development in the province.  
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spent on climate change or whether it can contribute to general state spending [49, 50]. 
California’s enabling legislation for climate chance (Assembly Bill 32, or AB32) was not passed 
with a two-thirds majority; consequently, the government is limited in how it can use auction 
proceeds and the general consensus is that this means auction revenues cannot be used towards 
California’s fiscal challenges.With this caveat in mind about California’s situation, the most 
concrete revenue projections and spending plan is found in the recently released Cap-and-Trade 
Auction Proceeds Investment Plan: Fiscal Years 2013-14 through 2015-16 [51]. Here the state 
government proposed investing $500 million from auction proceeds in programs supporting 
emission reductions that were currently or could be funded by California’s General Fund. Based 
on these numbers, we expect that approximately $1.1 billion will be collected per year in 
subsequent compliance periods for a total of approximately $7.7 billion in state revenue from 
2013-2020.  

4.  BENEFITS OF LINKING CAP-AND-TRADE SYSTEMS 

 
The purpose of a cap-and-trade system is to allow companies with cost reductions amounted to 
purchase emission rights companies whose costs are relatively low and, in this way, find the 
cheapest way to reduce emissions. A review of economic models indicate that linking cap-and-
trade systems between California and Quebec bring advantages to both jurisdictions relative to a 
situation where they sought to reduce emissions independently [47]. In terms of allowance prices, 
linkage would slightly increase allowance prices in California (1-13%) though result in significant 
reductions, between 21-57%, for Quebec firms. In turn, Quebec firms would purchase an 
estimated 14.4 to 18.3 MtCO2e from California, with an estimated value of $428-644 million. In 
relation to the cost of reducing emissions independently, California would reduce costs by $415-
634 million while Quebec would see savings of $162-450 million. Clearly there is tremendous 
variation in these numbers and further research is necessary to produce firmer estimates, 
particularly with Washington’s anticipated entry in to the cap-and-trade system under the WCI. 

5.   Complimentary Policies 

 
The focus of the above sections has been on the rules surrounding the cap-and-trade systems in 
California and Quebec; however, both jurisdictions are similar in that they also have a host of 
other complementary climate policies in place. The striking feature of California’s strategy is that 
the state expects to attain 85% of its 2020 emission reduction through complementary policies, 
with only 15% to be addressed through the price-signal resulting from the cap-and-trade system. 
Cap-and-trade is only part of the picture. The most important policies in California are the 
California Light-Duty Vehicle Greenhouse Gas Standards, Energy Efficiency Regulations, 
Renewables Portfolio Standard and Low Carbon Fuel Standard. An estimate of emission 
reductions associated with each of these complementary measures is available only for California. 
Currently two obstacles have held up the LCFS. First was a court challenge regarding the federal 
government’s so-called dormant Commerce Clause—a case which has recently been decided in 
California’s favour [52]. Second, and perhaps more importantly, are problems in resolving the 
science of cellulosic biofuels, the technology that many had thought would allow for the LCFS to 
be attained [53]. 

In Quebec, important complementary policies have been the annual Green Fund levy, which is 
part of the 2006-2012 Action Plan but has been extended until 2015, as well as elements of the 
most recent Action Plan including the promotion of public transit and alternative transportation 
and creation of a greener car fleet. The effect these policies are expected to have on Quebec’s 
emissions is not clear. The most 2013-2020 Action Plan does not include an estimation of the 



EIC Climate Change Technology Conference 2015 

 

10 

 

 

emission reductions expected with each programme. However, we assume such estimates will 
be available soon and that they will demonstrate that Quebec’s complementary policies will also 
play an important role in driving emission reductions. 

6.  CONCLUSION 
 
California and Quebec have adopted an innovative mix of climate policy instruments, which 
includes a cap-and-trade systems and a broad range of complementary measures, providing a 
viable option moving forward on climate change in North America. These efforts effectively sow 
the seeds for a progressive North American carbon market. In terms of design of their cap-and-
trade systems, California and Quebec are largely similar. Efforts to harmonize emissions trading 
systems through the mutual cooperation framework provided by the WCI appear successful. The 
few points of divergence include the need for flexibility in different economic sectors (especially 
the electricity sector in California), in the role of forest carbon sinks and offsets Arguably the most 
important similarity between California and Quebec is the important role that complementary 
climate regulations play. Linking cap-and-trade systems between California and Quebec is likely 
to significantly bring down the total costs of reducing emissions in comparison to each jurisdiction 
undertaking emission reductions alone.  
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