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Factsheet 13: Controversies – carbon taxes  

 

Carbon taxes, carbon trading and carbon offsets 
are all 'market solutions' to reduce CO2 emissions. 
All of them try to encourage people to burn less 
carbon by making it more expensive.  
  
These market measures are controversial, and also 
often hard to understand. This factsheet covers 
carbon taxes, because this is the simplest and 
easiest market solution to understand. Factsheet 
14 covers carbon trading. But you need to 
understand this factsheet before you read that 
one. 
 
Arguments for carbon taxes 
 
The idea is that there is a tax of so much on each 
kilo (or pound) of carbon burned. In effect, it's a 
tax on each kilo of CO2. 
  
The tax is easy to work out and understand. We 
know the amount of carbon in gas, coal and oil. 
The tax is on the gas, coal and oil. These fuels are 
easy to tax, because the government can find 
where they come into the economy. 
 
The gas, coal and oil companies pay the carbon tax 
first. Then they pass the price on. The price of 
petrol for cars and electricity for cars goes up. So 
does the price of heating oil for homes, electricity 
for industry, and aviation fuel. This works its way 
through to increases in electricity prices, bus 
tickets, and factory goods. The result is to 
discourage people using high carbon goods and 
services. So, for instance, they will turn from cars 
to buses.  
  
Another advantage is that the 'polluter pays' for 
fixing the problem. The companies and people who 
create the problem will pay carbon taxes, and the 
virtuous companies and people will not. 
  
Moreover, this is a simple tax. It is easy to 
understand, easy to do, and fair.  
 

Arguments against 
 
The first argument against is that there is always a 
better way to cut emissions. Let's take a few 
examples: 
  
If the government raises the price of petrol for 
cars, some people in the city will switch to the bus. 
But if the government forbids cars in an inner city, 
everyone will take the bus or train to work. 
  
If the government raises the price of electricity, 
some people will buy more efficient light bulbs, TVs 
or computers. But if the government regulates all 
appliances so they have to use less energy, that 
cuts emissions more.  
  
If the price of heating increases, that will 
encourage some people to turn down the heating. 
Many of these will be poor old people. But if the 
government sends teams of construction workers 
street to street, refurbishing and insulating every 
house in every street, then everyone will need less 
energy to keep their house warm. 
  
'Inelastic prices' 
 
Another argument against is that often the price 
can rise a great deal and people still won't change 
their behaviour. 
  
For instance, if the price of petrol goes up a car 
owner in Paris can take the metro. But a US suburb 
does not have a bus, so people have to drive to 
work no matter how high the price goes. 
  
Again, if the price of gas or kerosene for cooking 
goes up in India or Egypt, people will still spend 
large amounts of their income cooking food.  
  
The effect is that high carbon prices punish 
ordinary people. 
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'Regressive taxes' 
 
Moreover, carbon taxes are unfair. In a fair society, 
people at the top would pay a bigger share of their 
bigger income in tax. Even if they did that, they 
would still have a higher income than the people in 
the middle.  
  
But carbon taxes go in the opposite direction. The 
rich pay a smaller proportion of their income. The 
middle and the bottom – most of us – pay more. 
  
This is because people in the middle and poor 
people pay a bigger proportion of our income on 
transport anyway. This if true even if we take the 
train or drive a small car, and the rich person takes 
planes and drives a big car. 
  
People in the middle and poor people also pay a 
bigger proportion of our income on heating, 
electricity and other household bills. This is even 
true when rich people have big houses and leave 
the lights on all the time. As with transport, the 
rich are paying a bigger amount, but a smaller 
proportion of their income. 
  
There is an exception to this – where electricity or 
heating is already so expensive that many poor and 
middling can't afford it at all, or have been cut off 
for not paying their bills. Making electricity or 
heating more expensive does not solve this 
problem. 
  
Finally, carbon taxes raise the price of food, 
particularly wheat and corn. This is because these 
crops use large amounts of fertiliser. Oil is used in 
the manufacture of fertiliser, and so a rise in oil 
prices feeds through into a rise in basic food prices. 
 
Unfair taxes are a political mistake 
 
This unfairness also creates a political danger for 
environmentalists. Governments can pass a law 
taxing carbon, or even just taxing some forms of 
carbon, such as petrol. People are inclined to 

accept that because they do want something done 
about climate change. 
 
But they also feel the hurt each time they pay a bill, 
or buy petrol or a bus ticket. Then right wing 
parties and media corporations which are already 
hostile to action on climate change, can step in. 
They can attack the carbon tax by saying it is an 
attack on workers and their families. The 
government gets it from both sides – the left and 
the right. The government will then probably lower 
or abolish the tax. 
  
Governments are usually well aware of this danger. 
They are therefore careful not to tax petrol, 
cooking oil or electricity too hard. So even where 
there are taxes on carbon, governments usually 
keep them low enough that they don't irritate 
people too much or change their behaviour. 
 
But, underlying all the discussion so far is the 
question of who pays. The argument against 
carbon taxes is that working people and the poor 
will pay for climate action. The alternative is 
government regulation of business and 
government spending on renewable energy, public 
transport and insulating homes. This will save the 
climate and create jobs. 
  
However, regulation will cost business money. And 
government spending will have to be paid for by 
taxes on corporations and the top quarter of the 
population.  
  
From a simple union viewpoint of fairness, there is 
no question which is better. However, there is a 
still a strong argument for carbon taxes. It is this:  
In an age of austerity, governments and 
corporations will not accept more government 
spending. We have to cut carbon emissions now. If 
we don't, working people will suffer far more than 
rich people, and the poorest of all will suffer the 
most. A carbon tax will work and can happen. We 
have to act now. 
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