Say Yes to a Carbon Tax
April 26, 2016 – While the Obama administration pushes forward with its unwieldy Clean Power Plan, the World Bank and the International Monetary Fund are pushing a far superior means of addressing climate change: a carbon tax.
If the overwhelming scientific consensus supports the idea that human activity is driving global warming, then the overwhelming economic consensus supports the idea that a carbon tax is — in the words of World Bank president Jim Yong Kim — “by far the most powerful and efficient way to reduce emissions.”
Unlike the Clean Power Plan, which requires an army of bureaucrats and engineers to execute and monitor federally mandated reductions in CO2 emissions, a carbon tax achieves the same objective by marshaling the basic laws of supply and demand to create frictionless incentives.
A new analysis, by the nonpartisan think tank Resources for the Future, says a carbon tax could cut CO2 emissions enough to meet the Obama administration’s targets — at a price of only $45 per ton.  If the tax were rebated to taxpayers by cutting taxes elsewhere, the total effect on household spending would amount to less than 4/5 of 1%.
There is no way to rebate the cost of higher energy prices driven up by regulatory mandates.
The case for a carbon tax is straightforward.  Consumers do not currently pay the full cost of producing the energy they consume.  The National Academies of Science estimates that the monetary cost of pollution and other harms inflicted by power generation exceed $100 billion.  Taxing carbon to account for those harms would simply ask consumers to internalize the costs, rather than inflict them on others, and encourage all energy users to reduce consumption where possible.
Congressional intransigence convinced the Obama administration to take a different route.  In the long run, however, a carbon tax makes far more sense — and the next occupant of the White House should adopt policies which reflect that.
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