A Carbon Tax that Works
by Chris Mooney
March 30, 2014 (The Atlantic) – A carbon tax is just what it sounds like.  The BC government levies a fee, currently $30 Canadian, for every metric ton of CO2 equivalent emissions resulting from the burning of various fuels, including gasoline, diesel, natural gas, and, of course, coal.  That amount is then included in the price you pay at the pump—for gasoline, it’s 6.67 ¢ per liter (about 25 ¢ per gallon)—or on your home heating bill, or wherever else the tax applies.  (Canadian $ are currently worth about 89¢ American).
If the goal was to reduce global warming pollution, then the BC carbon tax totally works.  Since its passage, gasoline use in British Columbia has plummeted, declining 7 times as much as might be expected from an equivalent rise in the market price of gas, according to a recent study by 2 researchers at the University of Ottawa.  That’s apparently because the tax hasn’t just had an economic effect; it has also helped change the culture of energy use in BC.  “I think it really increased the awareness about climate change and the need for carbon reduction, just because it was a daily, weekly thing that you saw,” says Merran Smith, the head of Clean Energy Canada.  “It made climate action real to people.”
It also saved many of them a lot of money.  Sure, the tax may cost you if you drive your car a great deal, or if you have high home gas heating costs.  But it also gives you the opportunity to save a lot of money if you change your habits, for instance by driving less or buying a more fuel-efficient vehicle.  That’s because the tax is designed to be “revenue neutral”—the money it raises goes right back to citizens, in the form of tax breaks.  Overall, the tax has brought in some $5 billion in revenue so far.  More than $3 billion has then been returned in the form of business tax cuts, along with over $1 billion in personal tax breaks, and nearly $1 billion in low-income tax credits (to protect those for whom rising fuel costs could mean the greatest economic hardship).  According to the BC Ministry of Finance, for individuals who earn up to $122,000, income tax rates in the province are now Canada’s lowest.
So what’s the downside?  Well, there really isn’t one for most British Columbians, unless they drive their gas-guzzling cars a lot.  (But then, the whole point of taxing carbon is to use market forces to discourage such behavior.)  The far bigger downside is for Canadians in other provinces who lack such a sensible policy—and especially for Americans.  In the United States, the idea of doing anything about global warming is currently anathema, even though addressing the problem in the way that British Columbia has done would help the environment and could also put money back in many people’s pockets.  Such is the depth of our dysfunction; but by looking closely at British Columbia, at least we can see that it doesn’t have to be that way.
Thus, the carbon tax survived an initial trial by fire, and the opposition softened.  After all, after a few years with the tax in place (and the resulting tax cuts for BC residents getting larger and larger), any repeal of the policy would amount to a highly unpopular tax increase.  “The party that I represent opposed the legislation at the beginning, and we’ve changed our point of view now to embrace it,” says Spencer Chandra Herbert, a British Columbia legislator from the New Democratic Party, who is the official opposition voice on environmental issues.  “And we’re actually raising questions about what’s next.”
The tax has actually become quite popular.  “Polls have shown anywhere from 55 to 65% support for the tax,” says Stewart Elgie, director of the University of Ottawa’s Institute of the Environment.  “And it would be hard to find any tax that the majority of people say they like, but the majority of people say they like this tax.”
It certainly doesn’t hurt that the tax, well, worked.  That’s clear on at least 3 fronts: major reductions in fuel usage in BC, a corresponding decline in greenhouse gas emissions, and the lack of a negative impact on the BC economy.
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