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Executive Guide to Carbon Pricing Leadership
(UN Global Compact/UNEP,2015)

Shadow Price

Implicit Carbon Price Internal Fee

“Shadow price” is an approach
attaches a hypothetical or
assumed cost for carbon to better
understand the potential impact of
external carbon pricing on the
profitability of a project.

Creating an internal tax or fee that
is assessed on various activities or
expenditures, or setting up
internal trading programs where
business units or facilities buy and

Calculating the implicit cost per
MTCO2e based on how much the
company spends to reduce GHG
emissions.

sell credits to meet GHG targets.
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Emerging Practices in Internal Carbon Pricing A Practical Guide

(WBCSD,2015)

Shadow Price

Implicit Carbon Price

Internal Fee

If carbon emissions have a
potential cost to the company
in the future, putting a price
on carbon internally is a
means of managing that cost.
This practice is referred to as
“shadow carbon pricing”.

(B&E1L)

An internal carbon fee is to
incentivize emissions
reduction for current
operations. It differs from a
shadow carbon price by the
fact that it involves money
transfer within the
organization.
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How to Guide to Corporate Internal Carbon Pricing
(Generation Foundation / CDP / Ecofys,2017)

Shadow Price

Implicit Carbon Price

Internal Fee

Shadow pricing mechanisms
generally embed a carbon price
in the overall calculations for
potential investments or climate
risk analyses, but do not result in
actual financial flows or monetary
transfers.
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Internal carbon fee mechanisms
is charging business units or
departments for the GHG
emissions associated with their
energy use.
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Putting a Price on Carbon

(CDP,2017)
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Shadow Price

Implicit Carbon Price
X ERFE(CTEREL TOE R,
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Internal Fee

Shadow price is attaching a
hypothetical cost of carbon to
each tonne of CO2e as a tool to
reveal hidden risks and
opportunities throughout its
operations.
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EIET B, HHDDCO2HEHE
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Some companies calculate their
“implicit carbon price” by dividing
the cost of procurement by the
tonnes of CO2e abated. This
calculation helps quantify the
capital

investments required to meet
climate-related Targets.
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Internal fee is charging
responsible business units for
their carbon emissions. These
programs frequently reinvest the
collected revenue back into
activities that help transition the
entire company to low-carbon.
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