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Executive Summary

Our planet’s climate crisis is intensifying, but many in
industry, government and even the advocacy community
have turned to market mechanisms to alleviate climate
change instead of regulating the pollutants that cause it.
These free-market approaches rely on putting a “price” on
climate change-inducing emissions — such as imposing
taxes on carbon — as an indirect method to reduce these
pollutants.

The Canadian province of British Columbia implemented
a carbon tax on certain fossil fuels in July of 2008. Some
experts and pricing proponents are using the British
Columbia carbon tax example to promote carbon taxes
and other market mechanisms as a way to purportedly
reduce greenhouse gas emissions and address our climate
problem.” Unfortunately for these free-market proponents,
the real-world record fails to demonstrate that British
Columbia’s carbon tax reduced carbon emissions, fossil
fuel consumption or vehicle travel. Most of the modest
and short-term reductions in emissions seem to be related
primarily to the 2008 global recession, not to the carbon
tax. More recently, British Columbia’s emissions have
resumed their rise.

This report examines the British Columbia program and
finds that this type of pricing approach is not going to

save the planet or safeguard our communities. A more
straightforward approach of regulating emissions would be
significantly more effective at curbing climate change.

Introduction

We are in the midst of a global pollution problem that
threatens our environment, public health and future gen-
erations. Emissions of greenhouse gases, especially carbon
dioxide (CO,) and methane (CH,), into the atmosphere are
driving serious climatic changes that will threaten coastal
communities, water resources and agricultural productiv-
ity, and have many other significant ecological impacts.

Human activity, primarily in the form of the burning of
fossil fuels, is propelling the release of CO, emissions into
the atmosphere at a rate that is 10 times faster than at
any time in the last 66 million years.? Preventing the worst
effects of climate change and avoiding a 1.5 degree Celsius
temperature rise — which means not emitting more than
400 gigatonnes of CO, starting in 2011 — requires driving
greenhouse gas emissions essentially to zero.? The most
prudent way to do this is to transition to a 100 percent
clean energy system and zero emissions by 2035.*

Many policies, from strict regulatory controls to market-
based approaches (including carbon credit trading
schemes, carbon taxes and other carbon pricing mecha-
nisms) have been proposed to counter this impending
crisis.’ In the 1970s, the United States successfully stopped
and reduced many forms of air pollution with the Clean

Air Act by establishing limits on industrial pollutants, and
effectively regulating polluting industries.® The sensible ap-
proach to climate change should be based on this empiri-
cally demonstrated model.

Unfortunately, governments, including the United States,
currently lack the political will to take the concrete steps
necessary to successfully address and curtail greenhouse
gas emissions. Rather than setting mandatory emissions
limits and requiring polluters to meet these in order to
achieve greenhouse gas emission reductions, experts —
and their recommendations to policy makers — are shying
away from effective regulations on industry.” Instead, there
has been a major shift, driven by industry and economists,
to rely on the marketplace to control pollution.?

Many frequently hold out British Columbia as an example
of a successful carbon tax program that significantly
reduced CO, emissions.” The data do not support these
claims. British Columbia achieved only minimal and
short-term province-wide greenhouse gas emission reduc-
tions immediately after the tax was implemented, and it is
highly questionable whether the carbon tax even caused
these declines.

The carbon tax only went into effect in the second half of
2008, and while there was a decline in emissions from 2008
to 2009, it is impossible to attribute that one-year drop to

a tax that was in place for only half of 2008 — especially
since taxed greenhouse gas emissions rose by a total of 4.3
percent between 2009 (the first full year that the tax was
in place) and 2014. British Columbia’s carbon tax failed to
reach the reduction targets necessary to ensure a sustain-
able climate, demonstrating that carbon taxes are not a
viable policy solution to climate change.
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The Theory Behind
British Columbia’s Carbon Tax

Economists are not going to solve our pollution problems.
Much of our industrial activity has substantial social or
environmental costs that often are not factored into business
costs. It may make perfect economic sense to operate a coal-
fired power plant based on what it costs to buy coal and what
can be charged for electricity, but only if you do not consider
the costs of pollution on communities or the environment.
Economists call these costs “externalities.”

The proponents of market mechanisms believe that if these
externality costs — costs to society — could be included in the
price of the activity that generates carbon emissions, it would
deter and reduce that pollution. Companies and individuals
would be encouraged to reduce emissions to cut their costs
through the marketplace, without the heavy hand of regula-
tion."” A carbon tax raises the price on human activities that
generate carbon emissions, internalizing the cost and discour-
aging behavior that causes climate change."

On July 1, 2008, the Canadian province of British Columbia
implemented a carbon tax, imposing a surcharge on each
tonne of greenhouse gas emissions from the combustion of
fossil fuels in an attempt to “elicit a powerful market response
across the entire economy resulting in reduced emissions.”
Despite the explicit desire for an economy-wide effect, the tax
covers only fossil fuels used for transportation, heating and
industrial processes, which amounts to about 70 percent of
British Columbia’s total greenhouse gas emissions.” The tax
started at C$10 per tonne of CO,-equivalent emissions (CO,e)
and increased by C$5 per tonne each year until reaching the
current tax rate of C$30 per tonne of CO,e in 2012."

The carbon tax was designed to be revenue-neutral, meaning
that all revenue generated would be returned to taxpayers
through tax credits and rebates.” Additional protections, such
as low-income tax credits, were built into the tax to try and
ensure that it did not unfairly burden lower-income individu-
als and families." The carbon tax revenue was directed to
both individual and business tax cuts.”

It should be noted that a carbon tax is theoretically designed
to raise the cost of greenhouse gas emissions, but if those
costs are refunded it almost defeats the purpose. The price of
climate change is only included at the point of emissions, but
since it ultimately is returned to the companies and individu-
als, over time it may create little disincentive to pollute.”

Carbon tax fails to have long-term
impact on greenhouse gas emissions

Carbon tax proponents have significantly overstated the
purported beneficial effects of the British Columbia carbon
tax. Although greenhouse gas emissions have continued to
decline since the 2004 peak through the first full year the
carbon tax was in place, the initial decline under the tax from
2008 to 2009 was more likely recession-related, as the tax
does not appear to have had a long-term impact. Greenhouse
gas emissions have been rising rapidly in recent years even as
the tax rate and total tax revenues have increased. Moreover,
the short-term declines in taxed greenhouse gas emissions
were more modest and were reversed more quickly than the
changes to the untaxed greenhouse gas emissions — exactly
the opposite of what would happen if carbon taxes had a
causal impact on changing emissions.

Carbon tax advocates have been able to promote the British
Columbia model as a success only by looking at a very narrow
time window of the few years after the carbon tax went into
effect, including 2008 when the tax was in effect for only six
months. The 2009 reductions appear to be part of a longer-
term cyclical decline from the peak in 2004. Earlier short-term
examinations of the carbon tax claim that the policy has
reduced greenhouse gas emissions by a total of between 5 and
15 percent.” But this assessment overstates the short-term
decline and ignores the reversal in more-recent years.”

A longer time frame tells a different story. (See Figure 1.)
During the years that the tax was in place for the entire

Fig. 1 ¢ British Columbia Greenhouse Gas
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SOURCE: F&WW analysis of Government of British Columbia Summary of GHG
Emissions, 1990-2014.

* Itlargely depends when the change is measured: The taxed emissions decline was more than 10 percent from the 2004 peak to 2012, but
that includes many falling years before the carbon tax was enacted; the decline was 2.2 percent from 2008 to 2014, but the tax was in

effect only for the second half of 2008.

The British Columbia Carbon Tax: A Failed Experiment in Market-Based Solutions to Climate Change 3



year, from 2009 to 2014, greenhouse gas emissions from

taxed sources rose by a total of 4.3 percent.? During this
same time period, emissions from non-taxed sources fell
by a total of 2.1 percent.

The one-time drop in emissions from 2008 to 2009 does
not appear to be driven by the carbon tax. The average
annual year-to-year change in taxed greenhouse gas
emissions barely changed after the carbon tax went into
effect. (See Figure 2a.) Before the carbon tax was in effect,
the categories of greenhouse gas emissions that would be
subject to the tax fell by 0.26 percent annually from 2002
to 2008, but after the tax went into effect, from 2008 to
2014, the taxed greenhouse gas emissions declined by 0.32
percent annually — a modest difference that likely reflects
a longer-term downward trend.

The average annual change in untaxed greenhouse gas
emissions trended downward before the tax went into
effect and continued downward after 2008, even though
these emissions were not subject to the carbon tax. In
the four most recent years, from 2011 to 2014, the total
taxed greenhouse gas emissions rose by 5.3 percent while
total untaxed emissions decreased by 2.5 percent, and
the annual average growth for taxed emissions rose by
1.7 percent annually and exceeded untaxed emissions.
(See Figure 2b.)

Some carbon tax advocates claim that pricing mechanisms
like the British Columbia carbon tax are only effective as
long as the tax rate continues to rise each year. In British
Columbia, the tax reached its peak of C$30 per tonne in

Fig. 2a » Average Year-to-Year Change in

Greenhouse Gas Emissions, 2002-2014
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2012 with no subsequent increases in the following years.
But even looking at these active tax years — from 2009

to 2012 when the tax was in place for the entire year and
a tax increase was implemented that year — the British
Columbia carbon tax failed to reduce emissions. (See
Figure 3.) From 2009 to 2012 taxed emissions increased by
a total of 1.51 percent, but untaxed emissions increased by
a total of only 0.01 percent.

Fig. 2b * Average Year-to-Year Change in
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SOURCE: F&WW analysis of British Columbia government data.

Fig. 3 * British Columbia Taxed Greenhouse Gas
Emissions and Carbon Tax Revenues,

2008-2014

GHG Tax Revenue

(kilotonnes) (billions $CAN)

46,000

45,000

44,000

43,000

42,000

41,000
Annual Carbon Tax Rate
Increased

40,000

2008 2009 2010 201 2012 2013 2014

SOURCE: F&WW analysis of British Columbia government data; pre-tax from
2002/2003 to 2007/2008, post-tax from 2008/2009 to 2013/2014.

SOURCE: F&WW analysis of British Columbia Budget and Fiscal Plan data and
Government of British Columbia Summary of GHG Emissions, 1990-2014.

t  British Columbia released the 2014 data on greenhouse gas emissions in August 2016.
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The taxed greenhouse gas emissions also appear to have
risen as the carbon tax rate and carbon tax revenue rose.
(See Figure 3 on page 4.) As the carbon tax rate and
revenue rose after 2011, so did the taxed emissions. This
challenges the theory that “pricing” the carbon emissions
into the product through taxes would reduce emissions.
By 2012 the tax rate reached its peak of C$30 per tonne
(US$30.02 per tonne), but the taxed greenhouse gas emis-
sions continued to rise.?’

Ultimately, it appears that the British Columbia carbon
tax has had no beneficial long-term impact on greenhouse
gas emissions. British Columbia’s total greenhouse gas
emissions (as well as those covered by the carbon tax)
have risen over the first six full years the carbon tax has
been in effect. From 2009 to 2014, total greenhouse gas
emissions rose by 2.2 percent. The volume of total emis-
sions decreased for untaxed emissions (430 kilotonnes

of CO,e), and taxed emissions rose (1,808 kilotonnes of
CO,e). As the economy continues to improve, it seems
likely that British Columbia greenhouse gas emissions will
continue to rise.

Already, British Columbia projects that total greenhouse
gas emissions will increase over coming years even with
the tax in place.”? Canada’s 2016 biennial report on climate
change estimates that the province’s greenhouse gas
emissions will increase by 7,000 kilotonnes of CO,e (about
12.5 percent) between 2005 and 2020, and by 18,000
kilotonnes of CO,e (about 29.7 percent) between 2005 and
2030 — preventing British Columbia from meeting its goal
of reducing greenhouse gas emissions 33 percent below
2007 levels by 2020 by a wide margin.?* In 2016, British

Fig. 4 « Total British Columbia Vehicle Gasoline

Sales, 2000-2015 (billions of gallons)
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SOURCE: F&WW analysis of Statistics Canada. Table 134-0004 Supply and
disposition of refined petroleum products, monthly (cubic meters).
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Columbia actually abandoned any mention of the 2020
target and is now looking toward a more distant target of
reducing emissions 80 percent below 2007 levels by 2050.%

Motor fuel sales rise
steadily despite carbon tax

Motor fuel sales have trended upward since the carbon
tax took effect, casting significant doubt on whether the
tax has been an effective tool at curbing greenhouse gas
emissions. Transportation fuel accounted for more than
half of the taxed greenhouse gas emissions, and gasoline
and diesel motor vehicle fuel represented more than two-
fifths of the taxed emissions, making it a good proxy for
the impact of the carbon tax on emissions.”

Total motor vehicle fuel sales in British Columbia have
generally risen since the carbon tax went into effect —
sales exceeded those in 2008 for every year except 2012.
(See Figure 4.) In recent years, motor vehicle fuel sales
have exceeded the 2004 peak, even though the carbon

tax reached its highest rate. In the seven years since the
carbon tax took effect, from 2009 to 2015, total motor
vehicle fuel sales rose 7.4 percent.*




Most studies by carbon tax proponents do not use total fuel
sales data and instead use data contortions such as creating
a metric for gasoline consumption per capita (using a per
capita gasoline consumption metric minimizes the rising
fuel sales with a rising population).* Although some of these
same studies concede that it is not possible to conclude
that the tax has caused reduced gasoline sales, the authors
nonetheless proclaim that the carbon tax has been effec-
tive.” However, the increase in total vehicle fuel sales —
including all gasoline and diesel consumption — is the best,
most straightforward proxy for vehicle miles traveled® and
demonstrates that the carbon tax failed to curb one of the
biggest sources of greenhouse gas emissions.

It is not surprising that the carbon tax had a negligible
effect on gasoline consumption. People are dependent on
their vehicles to travel to work and to attend to their family
responsibilities. According to the Laval University in Quebec
and the U.S. Energy Information Administration, gasoline
prices have a minimal effect on car travel.”® For example,
despite significant volatility in U.S. gasoline prices in

recent years, the total number of vehicle miles traveled and
household car travel demand changed very little in response
to price fluctuations.”” Without sufficient alternative
transportation options, people will continue to drive their

cars regardless of significant changes in gasoline prices. The

Laval University researchers state that fuel consumption
is not responsive to price and that a carbon tax in Canada
should not have major effects on vehicle emissions.*

Drivers in the United States have faced considerably larger
gasoline price increases than the British Columbia carbon
tax without reducing gasoline consumption or travel
miles.”’ Even significant changes in gasoline prices have
not had any real impact on vehicle miles traveled and
subsequent CO, emissions.*? Between 2006 and 2015, the
national U.S. average price for gasoline fluctuated from a
10-year low of US$2.40 per gallon in 2009 and a 10-year
high of US$3.68 per gallon in 2012 — more than 50 percent
higher than only four years earlier.** However, total vehicle
miles traveled in 2012 were actually above mileage in 2009
(2,938.5 billion miles and 2,934.4 billion miles, respec-
tively), despite gasoline costing US$1.28 more per gallon.*

Debunking the pricing
proponents’ misleading claims

The straightforward data assessment demonstrates that
the British Columbia carbon tax has not had a long-term
impact on greenhouse gas emissions or gasoline consump-
tion trends, since both have resumed their rise after a
brief decline. Carbon tax proponents have overstated the
results of the policy (primarily by focusing on a narrow
time frame) and have over-attributed the causal impact of
the carbon tax even on the short-term declines in green-
house gas emissions and vehicle fuel sales.

Although greenhouse gas emissions and vehicle fuel sales
declined as the carbon tax went into effect, most of these
declines are more the result of the economic recession
than of the carbon tax. Some of the 2008 to 2009 decline
in greenhouse gas emissions was likely attributable to
the decline in economic output®®* — companies going out
of business, rising unemployment and falling disposable
income, all of which led to less energy use.*

British Columbia’s environment minister at the time
estimated that two-thirds of claimed emissions reductions
between 2007 and 2010 were likely due to the economic
recession.”” In 2009, the first full year the carbon tax

was in place, the entire country of Canada experienced

a significant drop in greenhouse gas emissions, even
though the majority of the country had not implemented

¥ Some studies by carbon tax advocates have found that gasoline sales have declined, but to reach a conclusion that contradicts the ag-
gregate sales data, the researchers have employed data contortions, such as creating a metric for gasoline consumption per capita, which
can suppress apparent fuel sales by diluting consumption by non-driving populations (including children and older senior citizens).

§ Canada stopped collecting vehicle miles traveled in 2010, and its new Canadian Vehicle Use Study does not currently provide provincial-

level data.

Food & Water Watch e« foodandwaterwatch.org



a comparable carbon tax.*® As the economy improves,
greenhouse gas emissions are likely to rise even with the
carbon tax in place. Indeed, from 2011 to 2014, the British
Columbia economy grew 4.8 percent and taxed green-
house gas emissions rose 5.3 percent.”

Moreover, the carbon tax was only one small part of
British Columbia’s policy suite targeting greenhouse gas
emissions.*”’ The other policies implemented include Acts
for Greenhouse Gas Reduction Targets, Cap and Trade,
Emissions Standards, Renewable and Low Carbon Fuel
Requirements, Vehicle Emissions Standards, the Local
Government (Green Communities) Statutes Amendment,
the Utilities Commission Amendment, Clean Energy,
Energy Efficiency and Zero Net Deforestation.*' The pro-
carbon tax studies attribute all of the short-term emission
reductions to the carbon tax alone. It is far more likely
that the carbon tax may have contributed only some part
— perhaps a minimal part — of the already modest, overall
emission reductions.*

Not only do the pro-carbon tax studies fail to establish

a causal link between the application of the carbon tax
and the short-term declines in emissions and vehicle fuel
sales, but also many of the studies have methodological
flaws that further overstate the purported benefits of the
carbon tax. Even recent studies tend to focus on a nar-
row time frame of emissions instead of on the full data
available on greenhouse gas emissions between 2008 and
2013, and now 2014 with the recent release of new data.®
The studies that highlight the decline in greenhouse gas
emissions from 2008 to 2011 or 2012 ignore the reversal of
the emissions trend since 2011. (See Figure 1 on page 3.)*
Other studies ignore the aggregate province-wide emis-
sions or vehicle fuel sales and calculate these values on a
per capita basis, which depresses the rebounding green-
house gas emissions and rising gasoline sales because of
British Columbia’s growing population.*

Some studies contended that the British Columbia car-
bon tax helped reduce greenhouse gas emissions in the
province more dramatically than in the rest of Canada.”
But from 2005 to 2013 Ontario’s electricity sector green-
house gas emissions fell by 23,600 kilotonnes of CO.e (a
68 percent drop), due largely to the closures of coal-fired
electricity generation plants.”” Total emissions in Ontario
decreased by 19 percent from 2005 to 2014, compared
with only a 5.8 percent decrease in total emissions for
British Columbia over the same period.*®

Unlike British Columbia, Ontario did not have a carbon
tax or price on carbon (via cap-and-trade) in effect at this

The British Columbia Carbon Tax: A Failed Experiment in Market-Based Solutions to Climate Change

time — Ontario’s regulation for its cap-and-trade market
went into effect on July 1, 2016, and the first compliance
period begins on January 1, 2017.* This basic comparison

demonstrates that the mandatory replacement of fossil
fuel energy plants with renewable, carbon-free forms of
energy can rapidly and permanently reverse emissions
trends. The British Columbia carbon tax instead made at
most modest and short-term impacts on the province’s
emissions trend.

British Columbia carbon tax rebates favor
businesses over lower-income households

Lower-income households bear the disproportionate
brunt of carbon taxes that are levied on transporta-

tion fuel, electricity generation and residential heating.
These energy costs represent a larger share of expenses
for lower-income households, making the tax especially
regressive.*” British Columbia aimed to reduce the regres-
sive tendencies of the carbon tax and to make the policy
more politically palatable by refunding these costs back to
consumers (and businesses).’' People would pay the tax at
the gas pump, for example, but every three months they
would receive a tax rebate.?

British Columbia’s rebates fail to remedy the regressive
nature of carbon taxes. The majority of the benefits of
the rebate program have been shifted to businesses, not
to individuals. But even if the rebates worked to rebalance
the unfairness of the carbon tax, the very idea of rebates
tends to contradict the theoretical justification for carbon
taxes.

The taxes are supposed to send a price signal to discour-
age economic behavior that generates greenhouse gas
emissions. If the added cost deterrent of the carbon tax
is ultimately returned in the form of rebates, it weakens
the price signal. At the outset, businesses and individuals



might reduce greenhouse gas emitting activity because of
the tax, but the likely point-of-purchase effect will decline
over time as people anticipate future tax rebates.

All of the revenue generated from British Columbia’s
carbon tax is returned back to its citizens through tax cuts
and credits — a process known as “revenue recycling.” (See
Figure 5.)°° The carbon tax revenue is returned in separate
categories to businesses and individuals (called “personal
tax measures” and “business tax measures”).>* The carbon
tax also includes safeguards to protect lower-income
individuals and families, such as low-income tax credits, a
reduction in personal income taxes and rural homeowner
benefits, among others.>® The British Columbia govern-
ment estimates how the rebates get divided between
businesses and individuals (which includes the lower-
income targeted tax provisions) annually, but there is no
established formula to ensure that individuals receive a
consistent and sufficient portion of rebates, and the actual
revenue recycled can vary from the estimates.*

A large portion of the British Columbia carbon tax revenue
has been paid directly by individuals: The greenhouse gas
emissions from transportation, public electricity utilities and
residential emissions that are paid primarily by individuals
made up nearly half of the emissions covered by the tax.
Furthermore, a portion of the costs of the other covered
emissions — domestic airline fuel, commercial and insti-
tutional emissions, manufacturing and petroleum refining
— were likely passed on to individuals in the form of higher
consumer prices. Individuals ultimately shoulder the majority
of the costs of the British Columbia carbon tax, and lower-
income individuals would bear a disproportionate burden.

Fig. 5  British Columbia Carbon Tax Revenue
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During the 2008/09 fiscal year when the carbon tax went into
effect, individuals received the majority of the tax rebates

(68 percent), but the British Columbia government rapidly
shifted the rebates toward businesses in subsequent years.”’
Within a few years, British Columbia awarded three-fifths of
the carbon tax rebates to businesses. (See Figure 6.)*

By the 2014/15 fiscal year, British Columbia awarded 70
percent more carbon tax rebates to businesses (US$1.14
billion) than to individuals (US$673 million).> Even a paper
favorable to British Columbia’s carbon tax recognizes

that the rebates have diverged from the province’s goal

of remedying the regressive impact of carbon taxes on
lower-income households and has instead “evolved into a
system with some ‘industrial policy’ objectives of promot-
ing certain sectors.” As the carbon tax rate and revenue
increased, British Columbia has failed to ensure that the
tax rebates remain focused on individuals, especially the
lower-income families that spend a greater share of their
income on energy.®' As a result, this made the tax more
regressive over time despite the tax rebates.®?

ExxonMobil carbon tax endorsement
should give environmentalists pause

While the greenhouse gas-emitting fossil fuel industry
continues to vehemently oppose any stringent regulation
of greenhouse gas emissions, some of these companies
have recently supported the principle of a carbon tax

Fig. 6 » Share of British Columbia Carbon Tax
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SOURCE: Government of British Columbia. Budget and Fiscal Plans
2008/09 - 2018/19. Public Accounts Numbers.
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approach.® In its statement on the 2015 United Nations
climate talks in Paris, ExxonMobil endorsed a carbon tax
as “the best option” to address climate change and to
achieve, among other policy goals, “let[ting] market prices

drive the selection of solutions.”*

Those genuinely concerned about implementing effective
policies to address climate change should be skeptical of a
carbon tax approach endorsed by ExxonMobil. For more
than a quarter century, ExxonMobil concealed its own
scientific knowledge of fossil fuel-induced climate change
and funded scientists, think tanks and lawmakers denying
the human impacts of climate change.®® ExxonMobil now
publicly acknowledges the real threat of climate change,
but what is driving ExxonMobil’s support of a carbon tax?
The short answer is that market-based pricing schemes
such as the British Columbia tax have no impact on
ExxonMobil’s production and profits.

ExxonMobil believes, with good reason, that there is no
political will among governments to implement a cap on
emissions that would achieve a low-carbon scenario that
prevents the acceleration of atmospheric CO, levels.®®

In 2016, ExxonMobil stated that, “world climate policies
are ‘highly unlikely’ to stop it from producing and selling
fossil fuels in the near future.”®”

ExxonMobil also understands the practical economic
roadblocks to effective carbon pricing policies, notably
that meaningful carbon taxes would be astoundingly high.
In a comment to the Houston Chronicle, ExxonMobil’s
manager of environmental policy and planning said that,
“Trimming carbon emissions to the point that average
temperatures would rise roughly 1.6 degrees Celsius — en-
abling the planet to avoid dangerous symptoms of carbon
pollution — would bring costs up to $2,000 a ton of CO.,,.
That translates to a $20 a gallon boost to pump prices by
the end of this century....”*® These price increases would
represent an extraordinary and unmanageable burden

for average Americans. By 2090, carbon taxes would add
about US$23,177 (in 2016 dollars) to household energy
costs.®

ExxonMobil is in no hurry to help solve our climate crisis,
stating that “all economic energy sources will be neces-
sary to meet growing global demand, and the evolution

of the energy system toward lower atmospheric emis-
sions will take many decades due to the energy system’s
enormous scale, capital intensity, and complexity.”” It
seems likely that the corporate supporters of carbon taxes
are betting that they can continue business as usual under
the carbon tax with little impact on their operations.

The British Columbia Carbon Tax: A Failed Experiment in Market-Based Solutions to Climate Change

Unfortunately, we do not have several decades to confront
climate change. A 2016 study found that without a transi-
tion to renewable or zero emissions from 2017 onward,
global warming will irreversibly exceed a 2-degree Celsius
global temperature rise starting in 2018.”

summary

British Columbia’s carbon tax has failed to change the
province’s long-term greenhouse gas emissions trends

or to reduce gasoline sales. The short-term decline in
emissions was not likely related to the tax and was
rapidly reversed; taxed emissions have risen by a total of
5.3 percent in the four most recent years — faster than
untaxed emissions, which actually decreased by a total of
2.5 percent. The billions of dollars in carbon tax revenue
have been diverted increasingly toward corporations and
businesses.

At best, the British Columbia carbon tax coincided with
modest short-term reductions, but the decline was more
likely related to the economic recession after the tax went
into effect in 2008 than to the carbon tax itself. It is no
wonder that multinational fossil fuel corporations, like
ExxonMobil, favor carbon taxes as a “solution” to climate
change.”” For these industries, carbon taxes have no
impact on their day-to-day operations nor on their profits.

Ironically, it is just this feature that leads many econo-
mists to favor carbon pricing as a means of addressing
greenhouse gas emissions. Economists claim that car-
bon pricing is the most efficient policy because it will
limit the costs of reducing greenhouse gas emissions.
Unfortunately, economic efficiency is not the rubric by
which future generations will judge the success or fail-
ure of greenhouse gas emissions policies. Instead these
policies will be judged on whether or not they generated
decisive action to produce real, drastic reductions in
greenhouse gas emissions fast enough to stave off the
worst effects of climate chaos. If there is anything to be
learned from British Columbia’s experience, and that of
other early carbon taxes, it is that carbon taxes cannot
avoid those effects that loom just beyond 1.5°C of global
warming.

It is increasingly evident that carbon taxes are really a
form of “desperate environmentalism” — an apt phrase
coined by Joshua Galperin, a Yale School of Forestry and
Environmental Studies professor — which is “...character-
ized not by awe, enthusiasm and enjoyment of nature but
by appeasement.”” Galperin continues, “From market-
friendly cap-and-trade to profit-driven corporate social



responsibility, desperate environmentalists angle for the
least-bad of the worst options rather than the robust and
enforceable safeguards that once defined the [environ-

mental] movement.””

Strong and enforceable pollution standards work. Carbon
taxes put the cost and responsibility of addressing climate
change on individuals instead of holding polluters ac-
countable for destroying our planet. And they are largely
ineffectual, having little or no impact on greenhouse gas
pollutants. Carbon taxes further endanger meaningful
action to reduce harmful greenhouse gas emissions. The
political capital and institutional engagement wasted in
pursuing carbon taxes are a distraction from what is really
needed: mandatory pollution reductions.

Recommendations and Conclusion

The solution to addressing climate change, in earnest, is
not complicated: the amount of carbon dioxide entering
the atmosphere and water must decrease significantly and
rapidly. Incremental, gentle, polluter-friendly approaches,
such as carbon taxes, will never bring about a stable and
sustainable future. Instead, the public must demand that
state and federal governments:

Transition to 100 percent clean, renewable energy
by 2035. Electric power generation must be transitioned
off of all fossil fuels, which should be kept in the ground.
Investments in and build-out of solar, wind and truly clean
sources must be prioritized.

Aggressively invest in energy efficiency programs to
reduce overall energy needs and to create good-pay-
ing jobs. According to the Center for American Progress,
retrofitting 40 percent of existing U.S. residential and
commercial buildings “would mobilize a massive amount

of domestic labor, over half a million (625,000) sustained

full time jobs over a decade.””

Implement and enforce mandatory pollution control
measures, not weak pricing mechanisms. Landmark
legislation like the Clean Air Act and Clean Water Act

in the United States led to unprecedented improvements
in air and water quality, and despite industry efforts to
undermine these protections, they remain some of the
strongest and most effective to date. Weak pricing mea-
sures cannot compete with mandatory pollution control
measures.

The effects of climate change are real, they are serious,
and they are already happening. Without significant
concerted action, the costs and risks of climate chaos will
surge and magnify. Carbon taxes cannot achieve mean-
ingful changes to climate-destroying emissions. Investing
time, energy and resources on such “desperate environ-
mentalism” is neither an option nor a solution.

Data and Methodology

Food & Water Watch used publicly available data to
report on British Columbia’s carbon tax program. The
primary data came from the Government of British
Columbia Greenhouse Gas Inventory, Statistics Canada
data on the Supply and Disposition of Refined Petroleum
Products (Table 134-0004) and Government of British
Columbia Budget and Fiscal Plans.”® Taxed and untaxed
carbon emissions are drawn from these tables and from
the statutory definitions, and are determined based on
the specifications of what is and is not covered under the
tax.”’ Finally, all tax revenues and tax rates are converted
to U.S. dollars using the annual exchange rate provided by
the U.S. Federal Reserve Board.”

Endnotes

1 Elgie, Stewart and Jessica McClay. University of Ottawa. “BC's
carbon tax shift after five years: Results, an environmental (and
economic) success story.” Sustainable Prosperity. July 2013 at 1;
Murray, Brian C. and Nicholas Rivers. Duke University. “British
Columbia’s Revenue-Neutral Carbon Tax: A Review of the Latest
‘Grand Experiment’ in Environmental Policy.” Nicholas Institute
Working Paper 15-04. May 2015 at 17 to 18.

2 Zeebe, Richard E. et al. "Anthropogenic carbon release rate
unprecedented during the past 66 million years.” Nature
Geoscience. March 21, 2016; Doyle, Alister. “Carbon emis-
sions highest in 66 million years, since dinosaur age.” Reuters.
March 21, 2016.

3 Pachauri, Rajendra K. et al. “Climate Change 2014: Synthesis
Report.” 2015. Geneva, Switzerland: Intergovernmental Panel
on Climate Change at 64; Food & Water Watch (FWW) calcula-
tion based on: C. Le Quéré et al. Global Carbon Budget 2014.
Earth System Science Data, Carbon Dioxide Information

10

Analysis Center, U.S. Department of Energy. Available at
doi:10.5194/essd-7-47-2015; Friedlingstein, P. et al. “Persistent
growth of CO2 emissions and implications for reaching climate
targets.” Nature Geoscience. Vol. 7, Iss. 10. October 2014 at 710.

4 Pachauri et al. (2015) at 64; FWW calculation based on Le Quéré
et al. and on Friedlingstein et al. (2014) at 710.

5 See42U.S.C.§885(1970); U.S. Government Accountability Office
(GAO). “Climate Change: Expert Opinion on the Economics of
Policy Options to Address Climate Change.” GAO-08-605. May
2008 at Highlights, 20, 33 and 36.

6  See42 U.S.C.§85(1970); See FWW. “Pollution Trading: Cashing
Out Our Clean Air and Water.” Issue Brief. December 2012.

7  GAO (2008) at Highlights, 20, 33 and 36.

8  Ibid. at Highlights, 20, 33 and 36; Cohen, Ken. ExxonMobil.
“ExxonMobil on the U.N. climate talks.” December 2,

2015. Available at http://www.exxonmobilperspectives.
com/2015/12/02/exxonmobil-on-the-u-n-climate-talks/.
Accessed April 4, 2016 and on file with FWW.

Food & Water Watch * foodandwaterwatch.org



"
12

13
14

15
16
17
18

19

20

21

22

23

24

25

26

27

28

29
30
31

Murray and Rivers (2015) at 1.

Baumol, William J. “On taxation and the control of externali-
ties." American Economic Review. Vol. 62, No. 3. June 1972 at 307
to 308; Metcalf, Gilbert E. and David A. Weisbach. University

of Chicago Law School. “The Design of a Carbon Tax.” Public
Law and Legal Theory Working Papers. Working Paper No. 254.
2009 at 1

Metcalf and Weisbach (2009) at 1.

Government of British Columbia. Ministry of Finance. “Budget
and Fiscal Plan: 2013/14 - 2015/16." February 19, 2013 at 58;
Government of British Columbia. Ministry of Finance. “Budget and
Fiscal Plan: 2008/09 - 2010/11.” February 19, 2008 at 11 and 13.

Government of British Columbia. Ministry of Finance (2008) at 13.

Government of British Columbia. Ministry of Finance (2013) at
58; Government of British Columbia. “Climate Leadership Plan.”
August 2016 at 2.

Government of British Columbia. Ministry of Finance (2008) at 11.
Ibid. at 11.
Ibid. at 15 to 20.

Government of British Columbia. Ministry of Finance. “Myths
and Facts About the Carbon Tax.” Available at http://www.fin.
gov.bc.ca/tbs/tp/climate/A6.htm. Accessed August 30, 2016.

Murray and Rivers (2015) at 1 and 8 to 9.

FWW analysis of Government of British Columbia. “Summary
of GHG Emissions, 1990-2014." August 2016 (see Data and
Methodology at 10).

Government of British Columbia. “Climate Leadership Plan.”
August 2016 at 2.

Government of Canada. “Canada’s Second Biennial Report on
Climate Change.” February 10, 2016 at 38.

Ibid. at 38; Government of British Columbia. Ministry of Finance
(2013) at 58.

Government of British Columbia. “Climate Leadership Plan.”
August 2016 at 4; Government of British Columbia. “Discussion
Paper: Climate Leadership Plan.” July 2015 at 1, 5, 7, 9 and 13.

FWW analysis of Statistics Canada. Table 134-0004 Supply and
disposition of refined petroleum products, monthly (cubic me-
ters). Accessed April 4, 2016; Murray and Rivers (2015) at 8 to 9.

FWW analysis of Statistics Canada. Table 134-0004 (see Data
and Methodology at 10).

Murray and Rivers (2015) at 8 to 9; Elgie and McClay (2013) at 1
to 2.

Centre for Data and Analysis in Transportation (CDAT) at
Université Laval. “Gasoline Demand in Canada: Parameter
stability analysis.” EneriInfo Road Transportation. Vol. 15, Iss.

3. Fall 2010 at 2; Morris, Michael. U.S. Energy Information
Administration (EIA). U.S. Department of Energy (DOE).
“Gasoline prices tend to have little effect on demand for car
travel.” Today in Energy. December 15, 2014; Circella, Giovanni,
Susan Handy and Marlon Boarnet. California Air Resources
Board. “Impacts of Gas Price on Passenger Vehicle Use and
Greenhouse Gas Emissions.” Technical Background Document.
September 30, 2014 at 2.

Morris (2014).
CDAT (2010) at 2.

FWW analysis of U.S. EIA. “U.S. All Grades All Formulations
Retail Gasoline Prices.” Available at https://www.eia.gov/
dnav/pet/hist/LeafHandler.ashx?n=PET&s=EMM_EPMO_PTE_
NUS_DPG&f=A. Accessed May 18, 2016; FWW analysis of

U.S. Department of Transportation (DOT). Federal Highway
Administration (FHA). “Travel Monitoring: Traffic volume
trends.” Available at https://www.fhwa.dot.gov/policyinfor-
mation/travel_monitoring/tvt.cfm. Accessed May 18, 2016
(see Data and Methodology at 10); FWW analysis of Statistics

36

37
38

39

40

41

42

43
44
45

46

47

48

49

50

Canada. “Table 326-0009 Average retail prices for gasoline and
fuel oil, by urban centre, monthly (cents per litre).” Available at
http://wwwb5.statcan.gc.ca/cansim/a26?lang=eng&id=3260009.
Accessed May 20, 2016.

FWW analysis of U.S. EIA. “U.S. All Grades All Formulations
Retail Gasoline Prices”; FWW analysis of U.S. DOT. FHA. “Travel
Monitoring: Traffic volume trends” (see Data and Methodology
at 10); CDAT (2010) at 2.

FWW analysis of U.S. EIA. “U.S. All Grades All Formulations
Retail Gasoline Prices.”

Ibid.; FWW analysis of U.S. DOT. FHA. “Travel Monitoring: Traffic
volume trends.”

Boivin, Jean. Bank of Canada. “The ‘Great’ Recession in Canada:
Perception vs. Reality.” Speech to Montreal CFA Society. March
28,2011 at 2 to 3; Government of British Columbia. Ministry

of Environment. “Climate Action in British Columbia: 2014
Progress Report.” 2014 at 4; Bailey, lan. “Economy plays key
role in B.C. meeting greenhouse-gas targets.” Globe and Mail
(Toronto). June 28, 2012.

Grant, Tavia. “Why Canada'’s recession wasn't as brutal.”
Globe and Mail (Toronto). January 13, 2011.

Bailey (2012).
Government of Canada. Environment and Climate Change

Canada. “Canadian Environmental Sustainability Indicators:
Greenhouse Gas Emissions.” April 2016 at 5.

FWW analysis of Statistics Canada. “Table 384-0038 - Gross
domestic product, expenditure-based, provincial and ter-
ritorial, annual (dollars unless otherwise noted). Available at
http://wwwb5.statcan.gc.ca/cansim/a26?lang=eng&id=3840038.
Accessed August 26, 2016; FWW analysis of BC Stats. “Table

1 British Columbia Population Projection 16/07 - Summary
Statistics.” Available at http://www.bcstats.gov.bc.ca/
StatisticsBySubject/Demography/PopulationProjections.aspx.
Accessed August 26, 2016; FWW analysis of Government of
British Columbia. “Summary of GHG Emissions, 1990-2014."

Government of British Columbia. Ministry of Finance. “Myths
and Facts About the Carbon Tax.” Available at http://www.fin.
gov.bc.ca/tbs/tp/climate/A6.htm. Accessed August 30, 2016.

Government of British Columbia. “Climate Action Legislation.”
Available at http://www2.gov.bc.ca/gov/content/environment/
climate-change/policy-legislation-programs/legislation-regula-
tions. Accessed April 29, 2016 and on file with FWW.

FWW analysis of Government of British Columbia. “Summary of
GHG Emissions, 1990-2014.”

Murray and Rivers (2015) at 8 to 9.
Ibid. at 8 to 9.

Ibid. at 8 to 9; Elgie and McClay (2013); CBC News. “B.C. popula-
tion outpaces national growth rate.” February 8, 2012.

Komanoff, Charles and Matthew Gordon. “British Columbia’s
Carbon Tax: By the Numbers.” Carbon Tax Center. December
2015 at 2.

Environment and Climate Change Canada. “National Inventory
Report 1990-2013: Greenhouse Gas Sources and Sinks in
Canada.” Executive Summary. 2014 at 9.

Environment and Climate Change Canada.“National Inventory
Report 1990-2014: Greenhouse Gas Sources and Sinks in
Canada.” Executive Summary. 2016 at 11 to 12.

Government of Ontario. “Cap and trade: program overview.”
Available at https://www.ontario.ca/page/cap-and-trade-pro-
gram-overview#section-3. Accessed July 25, 2016; Government
of Ontario. “Ontario’s Five Year Climate Change Plan: 2016-
2020." June 8, 2016 at 15.

Murray and Rivers (2015) at 12 and 18; Grainger, Corbett A. and
Charles D. Kolstad. National Bureau of Economic Research.
“Who Pays a Price on Carbon.” Working Paper 15239. August

The British Columbia Carbon Tax: A Failed Experiment in Market-Based Solutions to Climate Change 11



51

52

53
54

55

56

57

58

59

60
61
62
63

64
65

12

2009 at abstract, 1 to 2, 18 and 21; Dinan, Terry. Microeconomic
Studies Division. Congressional Budget Office. Congress of the
United States. “Effects of a Carbon Tax on the Economy and

the Environment.” May 2013 at 1 to 3, 8 to 9; Kolstad, Charles

D. Stanford Institute for Economic Policy Research. Stanford
University. “Who Pays for Climate Regulation?” SIEPR Policy
Brief. January 2014 at 1 and 6.

Government of British Columbia. Ministry of Finance (2008) at
11.

Government of British Columbia. Ministry of Finance. “Myths
and Facts About the Carbon Tax.” Available at http://www.fin.
gov.bc.ca/tbs/tp/climate/A6.htm. Accessed August 30, 2016.

Ibid. at 14.

Government of British Columbia. Ministry of Finance (2013)

at 61; Government of British Columbia. Ministry of Finance.
“Budget and Fiscal Plan: 2016/17 to 2018/19."” February 16, 2016
at 56.

Government of British Columbia. Ministry of Finance (2008) at
11; Government of British Columbia. Ministry of Finance (2016)
at 56.

Government of British Columbia. Ministry of Finance (2008) at
14.

FWW analysis of Government of British Columbia, Ministry of
Finance, Budget and Fiscal Plans from 2008 to 2015 (see Data
and Methodology at 10).

FWW analysis of Government of British Columbia, Ministry

of Finance, Budget and Fiscal Plans from 2008 to 2015;
Government of British Columbia. Ministry of Finance (2008);
Government of British Columbia. Ministry of Finance.

“Budget and Fiscal Plan: 2009/10 to 2011/12." February 17,
2009; Government of British Columbia. Ministry of Finance.
“Budget and Fiscal Plan: 2010/11 to 2012/13.” March 2, 2010

at 105; Government of British Columbia. Ministry of Finance.
“Budget and Fiscal Plan: 2011/12 to 2013/14.” May 3, 2011 at 45;
Government of British Columbia. Ministry of Finance. “Budget
and Fiscal Plan: 2012/13 to 2014/15." February 21, 2012 at 66;
Government of British Columbia. Ministry of Finance (2013)

at 61; Government of British Columbia. Ministry of Finance.
“Budget and Fiscal Plan: 2014/15 to 2016/17." February 18, 2014
at 64; Government of British Columbia. Ministry of Finance.
“Budget and Fiscal Plan: 2015/16 to 2017/18.” February 17, 2015
at 60; Government of British Columbia. Ministry of Finance
(2016) at 56.

Government of British Columbia. Ministry of Finance (2016) at
56.

Murray and Rivers (2015) at 7.
Ibid. at 18.
Ibid. at 18.

Coalition of six major oil and gas companies. Letter to Her
Excellency Ms. Christiana Figueres. Executive Secretary of the
United Nations Framework Convention on Climate Change. May
29, 2015. On file with FWW; British Columbia industry. Letter to
the Honorable Christy Clark. Premier of the Province of British
Columbia. March 29, 2016. On file with FWW; Carbon Disclosure
Project. “Investor CDP 2014 Information Request: Entergy
Corporation.” 2014 at CC2.3a; Anderson, Paul. Duke Energy.
[Opinion column for Energy Markets]. “Grabbing the Carbon
Elephant.” June 1, 2005; Duke Energy. “Rogers, Other CEOs Put
National Spotlight on Climate Change.” December 11, 2014.

Cohen (2015).

Jerving, Sara et al. “What Exxon knew about the Earth’s melting
Arctic.” Los Angeles Times. October 9, 2015; Gillis, Justin and
Clifford Krauss. “ExxonMobil investigated for possible climate
change lies by New York Attorney General.” New York Times.
November 5, 2015; Goldenberg, Suzanne. “ExxonMobil gave
millions to climate-denying lawmakers despite pledge.” The
Guardian (U.K.). July 15, 2015.

66

67
68
69

70
71

72

73

74
75

76

77

78

Lewis, Sanford J. Attorney. Letter to Office of Chief Counsel.
“Re: Shareholder proposal to ExxonMobil Corporation re-
garding stranded assets due to climate change policy on
behalf of the New York State Common Retirement Fund.”
Division of Corporation Finance. U.S. Securities and Exchange
Commission. February 22, 2016 at 3. On file with FWW.

Ibid. at 6.
Ibid. at 13.

Ibid. at 13. Bureau of Labor Statistics. U.S. Department of
Labor. “CPI Inflation Calculator.” Available at http://www.bls.
gov/data/inflation_calculator.htm. Accessed March 24, 2016.

Cohen (2015).

Hannam, Peter. “Shift to zero-carbon power must start by 2018
to avoid extra warming: study.” Sydney Morning Herald. April

1, 2016; Pfeiffer, Alexander et al. “The ‘2°C capital stock’ for
electricity generation: Committed cumulative carbon emissions
from the electricity generation sector and the transition to a
green economy.” Applied Energy. March 24, 2016.

Cohen (2015); Wood, James and Chris Varcoe. “Qilsands, farms
to be among exemptions from Alberta’s carbon tax.” Calgary
Herald. March 24, 2016.

Galperin, Joshua. “Desperate environmentalism’ won't save the
environment.” Los Angeles Times. October 29, 2015.

Ibid.

Hendricks, Bracken and Jorge Madrid. Center for American
Progress. “A Star Turn for Energy Efficiency Jobs. Energy
Efficiency Must Have a Starring Role in Putting America Back to
Work.” September 2011 at 2.

FWW analysis of Government of British Columbia. “Summary
of GHG Emissions, 1990-2014"; FWW analysis of Statistics
Canada. Table 134-0004 Supply and disposition of refined
petroleum products, monthly (cubic meters). Accessed April
4,2016; FWW analysis of Government of British Columbia,
Ministry of Finance, Budget and Fiscal Plans from 2008 to
2015; Government of British Columbia. Ministry of Finance
(2008); Government of British Columbia. Ministry of Finance.
“Budget and Fiscal Plan: 2009/10 to 2011/12." February 17,
2009; Government of British Columbia. Ministry of Finance.
“Budget and Fiscal Plan: 2010/11 to 2012/13.” March 2, 2010;
Government of British Columbia. Ministry of Finance. “Budget
and Fiscal Plan: 2011/12 to 2013/14." May 3, 2011; Government
of British Columbia. Ministry of Finance. “Budget and Fiscal
Plan: 2012/13 to 2014/15." February 21, 2012; Government

of British Columbia. Ministry of Finance. “Budget and Fiscal
Plan: 2013/14 to 2015/16." February 19, 2013; Government

of British Columbia. Ministry of Finance. “Budget and Fiscal
Plan: 2014/15 to 2016/17." February 18, 2014; Government of
British Columbia. Ministry of Finance. “Budget and Fiscal Plan:
2015/16 to 2017/18." February 17, 2015; Government of British
Columbia. Ministry of Finance. “Budget and Fiscal Plan: 2016/17
to 2018/19.” February 16, 2016.

Government of British Columbia. Ministry of Finance (2008)
at 13; Government of British Columbia. Ministry of Finance.
“Myths and Facts About the Carbon Tax.”

U.S. Federal Reserve. “Foreign Exchange Rates (Annual).”
Federal Reserve Statistical Release. January 2, 2009; U.S.
Federal Reserve. “Foreign Exchange Rates (Annual).” Federal
Reserve Statistical Release. January 4, 2010; U.S. Federal
Reserve. “Foreign Exchange Rates (Annual).” Federal Reserve
Statistical Release. January 6, 2011; U.S. Federal Reserve.
“Foreign Exchange Rates (Annual).” Federal Reserve Statistical
Release. January 3, 2012; U.S. Federal Reserve. “Foreign
Exchange Rates (Annual).” Federal Reserve Statistical Release.
January 2, 2013; January 2, 2014; January 4, 2016.

Food & Water Watch * foodandwaterwatch.org



More Food & Water Watch Climate and Environment Research

WATER QUALITY TRADING

;;i;; Dividend |
and Conguer |
o

_ |

'BAD

CREDIT, & «

How Pollution Trading
Falls tha Esvircament

Water Quality Trading: Polluting Public Waterways for Private Gain

After over forty years of effective Clean Water Act control of many of our biggest sources of
pollution, industries have finally found a way to evade meaningful and enforceable limits on
their discharges. Water pollution trading — or water quality trading, as proponents call it —
is allowing polluters to opt out of installing pollution reduction technologies and, instead,
purchase pollution “credits” from other sources who may or may not be controlling their own
discharges. This pay-to-pollute scheme is not only endangering our rivers, streams and lakes,
but threatening the very underpinnings of our successful water quality laws.

The Truth About Offsets

Under cap-and-trade, polluters are offered the opportunity to “pay to pollute,” turning decades
of environmental efforts on their head and undermining improvements in environmental health.
The linchpin of these cap-and-trade schemes is offsets, or credits from outside the regulated
industry that polluters can buy in order to keep on polluting. But offsets are only a further
loophole and avoidance of achieving real, additional and permanent reductions.

Dividend and Conquer: Cap-and-Dividend and Environmental Betrayal

Although cap-and-dividend avoids the pitfalls of trading credits and offsets, it still relies on

a market solution for pollution that upends our commitment to stop pollution and protect
our families and our environment. As with cap-and-trade, cap-and-dividend sets up a pay-to-
pollute scheme whereby industry can simply purchase the right to degrade your land, air and
waterways.

Bad Credit: How Pollution Trading Fails the Environment

For the past 25 years, emissions trading, known more recently as “cap-and-trade,” has been
promoted as the best strategy for solving pollution problems. But while existing pollution laws
like the Clean Water Act call for the elimination of pollutants from our air and water, cap-and-
trade begins by accepting the right of people to pollute and then paying them not to. Cap-and-
trade substitutes economic abstractions that may or may not work for actual regulation and
collective action to reduce environmental harm.
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COVER PHOTO (SEPTEMBER 2015): Melt caused by climate change is visible in the curving, receding view of Salmon Glacier ice and its exposed rocky
ground. Salmon Glacier is the fifth largest glacier in North America, located north of Hyder, Alaska and Stewart, British Columbia on the Canadian side.
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