Revenue-Neutral Carbon Tax Would Improve on EPA Regulations
by Ross Astoria
June 2, 2014 - The apocalypse is upon us! It's the end of the world as we know it!
That's the impression one might get from the overwrought reaction of Republicans to the new Environmental Protection Agency standards that are intended to reduce carbon dioxide emissions from power plants 30% by 2030.
The world we've known may be coming to an end, but it's not because of EPA regulations to cut carbon.  We are presently on course to increase global temperature by 4 degrees Celsius within the next three or four generations, perhaps sooner.  According to climate expert Kevin Anderson, a 4°C world is so radically different that it is "incompatible with organized global community, is likely to be beyond 'adaptation,' is devastating to the majority of ecosystems and has a high probability of not being stable."
The recent National Climate Assessment concluded that in the Midwest, global warming has increased both extreme rainfall events and flooding and that "these trends are expected to continue, causing erosion, declining water quality and negative impacts on transportation, agriculture, human health and infrastructure."
A 2011 study by the Wisconsin Initiative on Climate Change Impacts concludes that streams in Wisconsin are becoming too warm to provide suitable habitat for brook trout.
Doing nothing, it is quite obvious by now, is not an option.
Despite their protests, it is highly unlikely that Republicans can block the new rules, given the EPA's string of recent victories before the Supreme Court.  If the GOP does not want more EPA, its best option is to offer a market-based alternative: a revenue-neutral carbon tax.  Such a tax would place a price on the carbon dioxide content of fossil fuels at the point of extraction or importation into the country.
Markets are broken when market actors are allowed to pollute for free, passing off their costs onto other people.  A carbon tax corrects that market failure and is endorsed by conservatives such as George P. Shultz, secretary of state under President Ronald Reagan, and Greg Mankiw, economic adviser to George W. Bush and Mitt Romney.
A revenue-neutral carbon tax has several advantages over EPA regulations that Republicans might find attractive.
First, it will take several years to implement the regulations, followed by several more of litigation.  This is time and money wasted.  The International Energy Agency recently concluded that in delaying the transition to low-carbon energy production by a mere two years, the cost of the transition has increased by $4 trillion.  In contrast to regulations, a carbon tax can be implemented quickly, saving money and decreasing the chances of crossing tipping points that shall lead to catastrophic global warming.
Second, unlike regulations, a carbon tax produces a stream of revenue.  To keep the carbon tax revenue-neutral and to avoid increased government spending, the revenues from the carbon tax should be returned directly to households.  An enterprising legislator, such as Rep. Paul Ryan (R-Wis.), might find the carbon tax a useful component of comprehensive tax reform.
Third, a carbon tax can be accompanied by a border tax adjustment, which will impose a tariff on the carbon content of imported products.  This protects American businesses from unfair competition and provides a strong incentive for other nations to adopt a carbon tax.
While EPA regulations are a welcome advance in the U.S.  effort to combat global warming, we can and must do better.  Congressional Republicans should take the lead by supporting a revenue-neutral carbon tax.
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