A carbon tax requires evaluating each industry’s emissions. That overstretches agency resources.
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A second characteristic that affects administrative costs is the “measurability” of the tax base. Intuitively, a tax base that is easier to measure for tax liability calculation would incur a lower administrative cost than a tax base that is harder to measure. For example, carbon emission levels are more difficult to measure and report than input or output levels. As a result, the more heterogeneous that production processes and technologies are across the industries, the higher the administrative costs would be, as more resources would be needed to examine, monitor, and validate each industry’s emissions.11
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