Enact a Carbon Tax in NYS

Climate change is a serious problem in NY. One of the biggest obstacles to transitioning to clean energy is that the market prices of coal, oil and gas don’t include the true costs of carbon pollution. A carbon tax also encourages alternative energy by making it cost-competitive with cheaper fuels.

The state’s 2014 Draft Energy Plan documented that the costs to New York from Hurricane Sandy were over $32 billion and predicted that the annual damage costs from climate change will be $10 billion. The legislature has an interest in avoiding these extraordinary costs and protecting the public from the worst impacts of climate change.
A carbon tax is an “upstream” tax on the carbon contents of fossil fuels (coal, oil and natural gas) and biofuels. A carbon tax should also seek to include other greenhouse gas emissions such as from methane. A carbon tax is the most efficient means to instill crucial price signals that spur carbon-reducing investment. A carbon tax can also be used to recapture some of the costs pushed on to taxpayers and consumers from burning fossil fuels, such as the $30 billion added annual health costs in NYS to deal with air pollution and fossil fuels and the tens of billions of dollars of damage from climate change (e.g., severe weather)

Unlike cap-and-trade, carbon taxes don’t create complex and easily-gamed “carbon markets” with allowances, trading and offsets. An upstream carbon tax levies a tax according to the amount of carbon dioxide emitted by each fossil fuel. The cost of the tax is then passed along to consumers and producers as fossil fuels and energy intensive goods and services become more costly. If the carbon tax is effective, goods and services which are less energy intensive will become more affordable than those which release larger quantities of carbon dioxide into the atmosphere.  
The State of Oregon did a study last year on a carbon tax. They concluded that a tax of $10 per ton would not help Oregon reduce greenhouse gas emissions below 1990 levels. At $60 per ton, a carbon tax would begin reducing emissions below 1990 levels almost immediately by cut emissions by 26 percent and would raise $2.35 billion in new taxes. The study’s authors dismiss the drag factor on economic growth at even the highest level — $150 per ton — as “small.” A $60 per ton carbon tax would raise the price of gas by about 6 cents. Natural gas prices would rise 18 percent and electric prices would rise 9 percent to 30 percent, depending on regional variability.

A report done in Massachusetts by proponents of a carbon tax found that a $45-a-ton tax would reduce carbon dioxide emissions to 81 percent of 1990 levels by 2031. The study also found the higher the carbon tax, the more jobs would be created — up to 8,000 net new jobs by 2016.

GELF is proposing starting a carbon tax in NYS at $60 per ton and then rapidly increasing it ($15 per year) to $150 per ton. NY's present cap and trade program (Regional Greenhouse Gas Emissions) only prices carbon at around $5 a ton. NY would progressively rebate most (60%) of the carbon tax to offset the regressive nature of any energy tax or charge. The rest of the revenues would be invested in helping to pay for the transition to a clean energy system.
Climate change activists are divided over whether to supports a “fee and dividend” approach, where the entire revenue is rebated to taxpayers, or whether a portion should be invested in other needs such as renewable energy. Polls however show that a plurality (60%) of all Americans, including Republicans, support a carbon tax if the revenues are used for renewable energy. The fee and dividend approach still receives majority support (56%) from all voters but not from Republicans (43%).

Boulder CO enacted a carbon tax on electricity in 2007. British Columbia in Canada instituted a carbon tax in 2008. A recent report found that since the carbon tax was started, the local economy has done better than the rest of Canada while reducing fossil fuel emissions. Chile, Ireland, and Sweden have also enacted a carbon tax (Australia had one for several years). While a national carbon tax would be easier to administer, it is unlikely that Congress will agree to take action in time to prevent catastrophic climate change.
The States of Oregon. Massachusetts, Vermont and Washington are presently considering carbon taxes.
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