EXERCISE 1&2

Exercise #3

The Green New Deal Needs to Price Carbon

In 2007, the New York Times writer Thomas Friedman proposed a so-called “Green New Deal.” Responding to a world then dependent on fossil
fuels from a troubled middle East, an ascendant China, and a deteriorating climate, Friedman claimed that solving climate change could reap huge
economic and security benefits for the United States.
Today, this idea has captured the imagination of a new wave of legislators and activists around the country. While discussion on the Green New
Deal is just getting started, all agree it must include decisive action on climate, kick off a new energy economy, and exercise care to ensure that
any solution avoids harming the most vulnerable. But make no mistake, solving climate change must be our priority — failure to do so risks
disaster for us all.
The Green New Deal must find simple, fair, and efficient ways to change our collective behavior.
Many think regulations are the answer, and regulation can be effective. But, poorly designed they are burdensome, difficult to police, and create
resentment that undermines success. Likewise, financial incentives can be potent tools for change, but they need to be paid for. With a trillion
dollar US deficit looming in 2020 [1], financing large new incentives will be a challenge.
Last week, economists weighed in on their favored approach. An all-star lineup including all living former Federal Reserve chairs, several Nobel
Prize winners, and many former members of the president’s Council of Economic Advisers, signed on to the idea that a carbon tax is “the most
cost-effective lever to reduce carbon emissions at the scale and speed that is necessary.”
Placing a fee on carbon will send a strong signal to businesses and individuals that fossil fuels will only get more expensive, triggering changes in
buying habits and driving demand for non-polluting and efficient technologies.

Critical to this recommendation is what is the economists said should be done with the revenue from the fee — rebating all of it to American
households as a monthly dividend. Why? A regular dividend based on household size will offset the increased cost of fossil fuels and help to
ensure the tax remains politically popular. Second, if everyone gets the same-sized rebate, the solution is progressive, with a majority of the poor
having extra money in their pockets even after paying for increased energy costs.
In Pima County alone, the Citizens’ Climate Lobby estimates a carbon divided could approach $1B of taxable revenue annually in year 10 of the
plan. Nationwide, this stimulus will drive a clean energy economy and allow needy families to have extra money for important expenses like
healthcare and education.
Economic models show that nationally this plan would add millions of new jobs, result in 230,000 fewer fatalities from air pollution, and cut
carbon emissions in half in just 10 years —more effective than any current regulations, the Obama Clean Power plan, or the Paris accord!
As the 116th Congress gets under way, an opportunity exists for a rare moment of bipartisan action on the climate. Late in the last Congress, two
bills, collectively known as the Energy Innovation and Carbon Dividend act, were introduced in the House and Senate. Implementing a fee on
carbon and returning that fee as a dividend to households, these bills would be a powerful way to kickstart the Green New Deal. Representatives
Grijalva, O’Halleran, and Kirkpatrick, as well as Senators Sinema and McSally need to support the reintroduction of these bills.
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