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Abstract

Carbon leakage has drawn much attention in the debate on the contribution of international trade to Greenhouse Gas (GHG) emissions. However, it does only reflect the impact of trade on national climate regulation. This paper relies on a simple analytical framework that decomposes carbon balance into a volume effect, which represents the impact of production transfers without taking into account differences in carbon efficiency between trade partners, and a substitution effect, that corresponds to the level of emissions created or diverted as a result of this difference in carbon efficiency. In this framework, the sum of emission creation and diversion, and the emissions of marine bunker equals the net contribution of international trade to GHG emissions. Based on a comprehensive database for industrial production, trade and GHG emissions for the 1976-2002 period, the paper highlights that international trade is playing an increasingly important role as a net contributor to GHG emissions. As exports from less efficient carbon economies are soaring, international trade generates a direct increase in emissions, which amounted to 8.7% of the global industrial emissions for 2002 and 6.5% of the total emissions for the 1990 – 2002 period. Chinese and Indian economies appear to be the main contributors to this emission creation process.       
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