Carbon taxes have empirically been successful
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The case for carbon taxes Many economists have argued that carbon taxes are the most efficient and cost-effective way to curb climate change and address the problem of global warming. According to the Organisation for Economic Co-operation and Development (OECD), a carbon tax is “an instrument of environmental cost internalisation. It is an excise tax on the producers of raw fossil fuels based on the relative carbon content of those fuels.” Research shows that putting a price on carbon-based fuels, in the form of a fee or tax, can be an effective way of reducing GHG emissions and pollution levels across the globe. By placing higher taxes on carbon-based fuels, households and industries can reduce the level of pollution and look to alternatives like solar power and hydrogen engines, which have lower impacts on the environment. The implementation of a carbon tax system, therefore, provides an incentive for businesses and industries to develop more environmentally friendly production processes. The taxing of GHG emissions encourages investment in renewable energy and leads to further technological developments. In recent years, evidence has shown that technology and innovation have made solar energy more efficient and effective for the purpose of reducing the costs of pollution. Also, the implementation of a carbon tax policy can raise significant revenue for countries, which can then be used to address the economic harm caused by the burning of fossil fuels. Governments could, for instance, use revenue derived from carbon taxes to reduce personal income taxes, future deficits, or to invest in clean energy and climate adaptation. A notable example is the implementation of a carbon tax in the Canadian province of British Columbia since 2008, which has also been celebrated globally as a textbook example of carbon taxation in a sub-state actor, as it covers approximately 70% of provincial GHG emissions. The even-handed coverage of the purchase and use of fossil fuels by both households and industries in the province has been viewed as a departure from carbon taxes in other countries that exempted politically influential industries. Generally, the British Columbian carbon tax policy has been successful in significantly reducing the level of GHG emissions in the province without compromising economic growth and development. African countries have also taken part in the implementation of carbon taxation schemes. South Africa is a good example of an emerging economy that is pursuing action against global warming and climate change by introducing a carbon tax system. South Africa’s carbon tax came into force in June 2019 and focuses on carbon emissions from processes in the industrial, power, building and transport sectors. The South African carbon tax targets carbon emissions above a certain level from fuel combustion, electricity generation and industrial processes, and covers 80% of the country’s GHG emissions. The perceived progress in South Africa’s carbon tax policy has led to the increased calls for Kenya, Uganda, Nigeria, Rwanda and other African countries to reform extant tax laws to introduce a carbon tax system for the purpose of reducing environmental pollution in the extractive sector.
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