The plan does not address the root cause of the problem – it’s fossil fuel subsidies, not carbon pricing. 
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Global business groups are calling on governments to pursue an international strategy on carbon pricing at the COP26 UN climate summit. While well-intentioned, the reality is we don’t need carbon pricing to create a level-playing field in global markets. We just need to end trillions of dollars of subsidies to the coal, oil and gas industries: because these industries are already stranded. Carbon polluters, like any polluters, should pay for the damages they impose on societies. But carbon pricing is not the most effective way to accelerate the clean energy disruption and get to net zero. Carbon pricing takes mainly two forms. A carbon tax is imposed on the greenhouse gas (GHG) emissions generated by fossil fuel producers. Or a ‘cap and trade’ approach imposes limits on how much producers can emit which, if exceeded, incur payments that can be invested in carbon offset schemes. The idea is that by introducing such taxes, markets will shift and companies will be incentivized to transition away from fossil production due to the higher costs. The IMF claims that a carbon tax is “the single most powerful” way to combat climate change. But the IMF is wrong. A study in Environment Research Letters evaluating carbon pricing policies around the world since 1990 concludes that: “Overall, the evidence indicates that carbon pricing has a limited impact on emissions.” That’s because it doesn’t address the root causes of the problem: the fact that the fossil fuel industries and their value chains are already technically bankrupt. Our research at RethinkX shows that when using accurate data for the levelized cost of electricity (LCOE), solar, wind and batteries are already cheaper than conventional energy in most regions of the world, which is getting more expensive with time. This means that fossil fuel generation assets are already vastly over-valued and will never meet hoped for returns. What keeps societies locked-in to burning coal, oil and gas are utility monopolies supported by $6 trillion dollars a year (or $11 million a minute) of government subsidies – without which these industries would collapse under their own economic dead-weight. Trying to impose carbon pricing on fossil fuels while giving them trillion dollar handouts is like trying to put out a fire in a burning building by throwing out bits of burning wood while repeatedly dousing the whole structure with petrol. It doesn’t make any sense. The first thing we need to do to put out the fire is to stop throwing petrol everywhere. Then we’ll be in a position to put out the flames for good. 
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