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British Columbia’s carbon tax policy plays a critical role in addressing climate 
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standing of the importance to reduce GHG concentrations in the atmosphere by ‘pay-
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The 2007 report of the Intergovernmental Panel on Climate Change (IPCC) 

states that the world‟s average temperature rises abnormally due to human activities, 

particularly combustion of fossil fuels and changes in land use. These activities cause 

higher concentration of greenhouse gases in the atmosphere and can lead to various 

severe effects on the earth if no action is undertaken (IPCC, 2007(b)). Several regions 

of the province of British Columbia (B.C.) have already been warming at a rate more 

than twice the global average rate, primarily due to their location in the  northern he-

misphere (B.C. Government, 2008(c)). On July 1
st
, 2008 the B.C. government intro-

duced a carbon tax policy in response to the dangerous effects of climate change.  

Increases in global temperatures are primarily caused by combustion of fossil 

fuels and changes in land use, all of which produce greater amounts of greenhouse 

gases (GHGs), particularly, carbon dioxide, methane, and nitrous oxide (IPCC, 

2007(b)). Over the past 150 years, the atmospheric concentrations of carbon dioxide 

grew from fairly constant 280 parts per million (ppm) to more than 380 ppm (IPCC, 

2007(b)). Our current concentrations of carbon dioxide within the atmosphere 

represent the highest record for the last 650,000 years (IPCC, 2007(b)). In other 

words, climate change is obvious and has the potential to dramatically change the life 

on the earth.  

The Climate Action Plan, implemented in British Columbia in 2008, states that 

the province could be exposed to the greatest dramatic effects of climate change due 

to its location in the northern hemisphere (B.C. Government, 2008(c)). Numerous re-

gions of B.C. have already been warming at a rate more than twice the world‟s aver-

age rate (B.C. Government, 2008(c)). The current effects of climate change in B.C. 
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include the following: water shortages, growing pressure on fisheries and forestry, 

increasing risk of reduced resources and land losses, higher insurance and adaptation 

costs, and significant potential for economic and social shifts (B.C. Government, 

2008(c)). The Lower Mainland has the greatest concentration of GHGs in B.C. be-

cause of the considerable traffic congestion and the widest usage of natural gas per 

household for heating in the province (B.C. Government, 2008(c)). The Climate Ac-

tion Plan exemplifies the B.C. government‟s recognition of the need to mitigate se-

vere impacts of global warming by providing a set of wide-range climate actions 

which are necessary to “make the province more efficient, competitive, and produc-

tive while reducing greenhouse gases” (CBC News, 2008). The plan is designed to 

achieve earlier legislated commitments of the Greenhouse Gas Reduction Targets Act 

(B.C. Government, 2008(c)). The Act aimed to reduce the province‟s greenhouse gas 

emissions by 33% by 2020 and by at least 80% by 2050 relative to 2007 levels, as 

well as to turn B.C.‟s public sector to carbon neutral levels in 2010 (B.C. Govern-

ment, 2007). One of the most important components of the Climate Action Plan is 

putting a price on carbon through revenue-neutral carbon tax (B.C. Government, 

2008(c)). This part of the plan was implemented on July 1
st
, 2008 when the B.C. gov-

ernment introduced the first of its kind in North America, and the world‟s first broad-

based revenue-neutral tax on greenhouse emissions from combustion of fossil fuels. 

This action of the provincial government is in line with the IPCC‟s suggestion in the 

4
th
 Assessment - Synthesis Report, which states that “an effective carbon-price signal 

could realize significant mitigation potential in all sectors” (IPCC, 2007(a), p. 18). 

The Ministry of Finance of B.C. (2010(e)) defines carbon tax as “a tax based on 

greenhouse gas emissions generated from burning fossil fuels”. Carbon tax is im-

posed on the purchase and use of fossil fuels in the province of British Columbia and 

is not applied to the purchase of goods (e.g. vehicles) that generate carbon emissions 

(Ministry of Finance, 2010(c)). Individuals and businesses that use fossil fuels for 

transportation, heating and cooling of buildings, and industrial processes are required 

to pay the carbon tax (B.C. Government, 2008(c)). Carbon tax represents a price sig-



    

4 

nal that should lead to lower emissions through a market response in the provincial 

economy (Ministry of Finance, 2010(e)). The implementation of the carbon tax in 

B.C. is meant to offer an incentive to individuals and businesses to decrease their 

emissions by minimizing fuel consumption, improving fuel efficiency, and utilizing 

environmentally friendly technologies and fuels (Ministry of Finance, 2010(e)).  

Five fundamental principles determine the B.C.‟s carbon tax design (B.C. Gov-

ernment, 2008(c)). The first principle is revenue-neutrality, which implies that all 

revenues obtained from the carbon tax are recycled in the provincial economy 

through tax reductions (B.C. Government, 2008(c)). For the purpose of accountabili-

ty, the government of B.C. is legally bound to compose and publish an annual public 

plan, which explains how all carbon tax revenues are reimbursed to taxpayers through 

reductions in personal and business taxes (i.e. low-income tax credit, personal income 

taxes, general corporate income tax, and small business corporate income tax) (Min-

istry of Finance, 2010(d)). According to the B.C. Budget and Fiscal Plan published in 

2010, carbon tax revenues for 2008/2009 and 2009/2010 were $848 million, which is 

slightly lower than original planned estimates. However, more than $1,042 million 

were returned to taxpayers through tax cuts, hence, residents of British Columbia 

earned over $194 million due to the introduction of the revenue-neutral carbon tax 

(Ministry of Finance, 2010(d)). Presently, British Columbians, who earn up to 

$118,000 per year, have the lowest provincial income tax rates in Canada (Ministry 

of Finance, 2010(d)). Corporate income tax in B.C. has been already cut by almost 

40%, and small business corporate income tax is expected to be reduced to zero by 

2012 (Ministry of Environment, 2010). The Budget and Fiscal Plan for 2010/2011 to 

2012/2013 illustrates that tax reductions are expected to exceed carbon tax revenues 

every year from 2010 to 2013, which signifies that British Columbians will have very 

competitive tax rates in Canada (Ministry of Finance, 2010(a)). It is also planned that 

the province of British Columbia will have one of the lowest corporate taxes among 

G7 countries by 2012 (Ministry of Environment, 2010). These tax cuts are intended 

to provide various benefits in the province, in particular, to increase personal savings, 
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create more jobs, attract investment in the economy of B.C., and improve the prov-

ince‟s position among its trading partners (Ministry of Finance, 2010(d)). Carbon tax 

revenues are not used for funding of governmental projects, including any emissions 

reduction programs (B.C. Government, 2008(c)).  

The second principle that underlies the carbon tax design in B.C. is the broadest 

possible coverage (given existing data, technological, and measurement limitations) 

of the tax (B.C. Government, 2008(c)). The B.C.‟s carbon tax is applied to all fossil 

fuel emissions listed in Environment Canada‟s National Inventory Report (i.e. from 

the purchase and use of gasoline, diesel, propane, coal, natural gas, tires if used as 

fuel, and others) excluding only those emissions that are not from burning fossil fuels 

(B.C. Government, 2008(c)). Therefore, the carbon tax covers 77% of total GHG 

emissions in B.C.; the remaining 23% of unaddressed emissions are from non-energy 

agricultural uses and waste (10%), fugitive currently immeasurable emissions (9%), 

and non-combustion industrial process emissions (4%) (Ministry of Finance, 

2010(c)). B.C.‟s Carbon Tax Act (Chapter 40) provides a full list of fuel types and 

combustibles that are subject to the carbon tax (Schedule 1 and Schedule 2 of tax 

rates) and categorizes all possible exemptions from payment of tax and security (i.e. 

for fuel in certain types of containers, feedstock, non-energy uses of fuel, interjuris-

dictional passenger and cargo flights, interjurisdictional air services flights, cruise 

ships, non-coasting trade, visiting forces, and security exemption) (B.C. Government, 

2008(a)). 

The third principle of the operational mechanism of B.C.‟s carbon tax is a low 

initial tax rate of $10 per tonne of carbon emissions in 2008, which rises gradually by 

$5 a year and reaches $30 in 2012, until the proposed tax rates are scheduled (B.C. 

Government, 2008(c)). The low initial tax rate, and the five year phase-in approach of 

rate increases, will provide individuals, families, and businesses with the time and 

opportunity to alter (reduce) their fuel consumption, and to make effective decisions 

about their future purchasing behavior (B.C. Government, 2008(c)). Therefore, gra-

dual rises in the carbon tax rates introduce certainty and transparency of price signals 
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on carbon emissions for individuals and businesses (Climate Action for the 21
st
 Cen-

tury, 2010). Due to the fact that different fossil fuels emit various amounts of green-

house gases in combustion processes, the Carbon Tax Act (Chapter 40) translates tax 

rates per tonne of carbon dioxide equivalent to the tax rates for each type of fuel and 

other combustibles per unit of tax (e.g. cent/litre, cent/cubic metre, dollar/tonne) in 

each of the five years of the tax schedule (B.C. Government, 2008(a)). Table 1 pro-

vides an example of selected carbon tax rates by fuel type for the period from 2008 to 

2010.  

Table 1 demonstrates that, for example, at a current tax rate of $20 per tonne of 

CO2 (effective July 1
st
, 2010) the carbon tax rate for a litre of gasoline is 4.45¢, while 

the rate for a litre of propane is 3.08 ¢. In 2012 the tax rate for gasoline will be 

6.67¢/L, and the rate for propane will be 4.62 ¢/L. The rate for gasoline on a per litre 

basis is lower than the rate for diesel or jet fuel because of the lower carbon content 

of gasoline relative to diesel or jet fuel (Ministry of Finance, 2010(b)). Consequently, 

different carbon concentrations in different types of fuel determine the rate of the 

carbon tax.  

Table 1. Selected carbon tax rates by fuel type from 2008 to 2010  

(B.C. Government, 2008(a)) 
Type of fuel Rate of tax 

for the year 

starting July 

1, 2008 

Rate of tax for 

the period 

starting July 1, 

2009 and end-

ing Dec 31, 

2009 

Rate of tax for 

the period start-

ing Jan 1, 2010 

and ending 

June 30, 2010 

Rate of tax 

for the year 

starting 

July 1, 

2010 

Rate of tax 

for the year 

starting 

July 1, 2011 

Rate of tax 

for the year 

starting 

July 1, 2012 

Gasoline 2.34 ¢/L 3.51 ¢/L 3.33 ¢/L 4.45 ¢/L 5.56 ¢/L 6.67 ¢/L 

Light Fuel 

Oil (Diesel) 

2.69 ¢/L 4.04 ¢/L 3.84 ¢/L 5.11 ¢/L 6.39 ¢/L 7.67 ¢/L 

Jet Fuel 2.61 ¢/L 3.92 ¢/L 3.92 ¢/L 5.22 ¢/L 6.53 ¢/L 7.83 ¢/L 

Propane 1.54 ¢/L 2.31 ¢/L 2.31 ¢/L 3.08 ¢/L 3.85 ¢/L 4.62 ¢/L 

Natural Gas 1.90 ¢/m
3
 2.85 ¢/m

3
 2.85 ¢/m

3
 3.80 ¢/m

3
 4.75 ¢/m

3
 5.70 ¢/m

3
 

High Heat 

Value Coal 

20.77 $/tonne 31.16 $/tonne 31.16 $/tonne 41.54 

$/tonne 

51.93 

$/tonne 

62.31 

$/tonne 

Low Heat 

Value Coal 

17.77 $/tonne 26.66 $/tonne 26.66 $/tonne 35.54 

$/tonne 

44.43 

$/tonne 

53.31 

$/tonne 

 

The fourth principle, upon which the B.C.‟s carbon tax is based, calls for the 

protection of low-income individuals and families through a refundable low-income 

climate action tax credit which indicates a compensation for the tax, and is adjusted 
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based on provincial inflation (B.C. Government, 2008(c)). This low-income climate 

action tax credit represents one of the significant elements of the individual and busi-

ness income tax reductions provided as part of the revenue neutrality principle of the 

carbon tax (Ministry of Finance, 2010 (d)). Residents of British Columbia, whose in-

comes are less than $30,722 for individuals, and $35,843 for families, receive a quar-

terly climate action tax credit of $115.50 for each adult, and $34.50 for each child on 

a regular basis along with the B.C. HST credit (Ministry of Environment, 2010). For 

this purpose, the government of B.C. claims that most low-income British Colum-

bians are better off after the implementation of the carbon tax (B.C. Government, 

2008(c)). Moreover, all B.C. residents were given a one-time $100 Climate Action 

Dividend in June 2008 before the carbon tax came into force. This dividend was dis-

tributed to British Columbians to aid them in implementing lifestyle changes related 

to the consumption of fossil fuels (Ministry of Small Business and Revenue, 2008). 

The final principle of the carbon tax states that while being one of the major 

components in meeting B.C.‟s emissions reduction targets, the tax is not designed to 

reach these targets on its own, thus, it will be integrated with other climate actions 

and measures (B.C. Government, 2008(c)). For the purpose of equity, and avoidance 

of double taxation, the carbon tax is designed to complement any future provincial 

and regional cap and trade schemes (e.g. B.C. will participate in cap and trade system 

as part of the Western Climate Initiative starting in January 2012) or national carbon 

pricing systems (Ministry of Environment, 2010). 

Due to the fact that carbon tax is a consumption tax, which is payable by all in-

dividuals, businesses, and visitors to B.C. at the time of retail purchase, or use of fos-

sil fuels in the province, mechanisms of the tax collection and remittance are very 

similar to those of the existing Motor Fuel Tax Act (Ministry of Small Business and 

Revenue, 2008). This allows for simpler administration procedures; in particular, the 

carbon tax is imposed and collected at the wholesale level in an almost identical way 

that motor fuel taxes are imposed and collected today in the province (natural gas tax 

is the only exception as it is collected at the retail level) (Ministry of Finance, 
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2010(b)). Figure 1 demonstrates an administrative procedure for the collection of se-

curity and tax on sales of fossil fuels. 

According to Figure 1, fuel sellers, who are collectors, receive security from 

deputy collectors or wholesalers on fuel sales to them, equal to the tax payable on the 

final retail sale to consumers (B.C. Government, 2008(a)). Collectors must remit this 

security to the government on or before the 15
th
 day of each month after the reporting 

period in which the fuel is first sold in B.C (B.C. Government, 2008(b)).  Deputy col-

lectors (wholesalers) are reimbursed for the amount they pay to collectors by receiv-

ing security from the retail dealers equal to the tax payable on the final retail sale to 

consumers (B.C. Government, 2008(a)). Retailers, in turn, collect the carbon tax on 

direct retail sales of fuel to consumers (B.C. Government, 2008(a)). This mechanism 

of security and tax collection helps to decrease the number of companies that are re-

quired to file a tax return and remit security to the government (Ministry of Small 

Business and Revenue, 2008). 

 

 

Figure 1. Mechanism of collection of security and carbon tax on fuel sales  

(simplified version from Ministry of Small Business and Revenue, 2008) 
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Other administrative procedures, such as refunds, inspections and audits, as-

sessments of tax or security, penalties for non-remitting tax and security, refunds, ap-

peals, recovery of amounts owing, and offences, have very similar nature to the pro-

visions outlined in the Motor Fuel Tax Act, and managed with less administrative 

costs (Ministry of Small Business and Revenue, 2008). 

Although the B.C.‟s carbon tax was introduced only two years ago and no com-

prehensive and definite estimates have been made to assess the impacts of the policy, 

the preliminary results suggest that the carbon tax has not caused any harm to the 

provincial economy, and provided positive expectations about future environmental 

effects (Elgie et al., 2010). 

In regards to the economic benefits, in 2009, economic growth in the province 

was greater than Canada‟s total economic growth (Elgie et al., 2010). However, car-

bon tax policy benefits for the entire economy of B.C. were insignificant due to the 

fact that low-income climate action tax credits and income tax cuts exceeded obtained 

carbon tax revenues for 2008 and 2009 in total (Elgie et al., 2010). Despite the neg-

ligible nature of economic benefits, B.C. stays competitive with other jurisdictions, 

attracts new investment, and keeps its unemployment rates below Canada‟s national 

average (Ministry of Finance, 2010(c)). 

Due to the fact that the current rates of the carbon tax are still relatively low and 

few studies have been conducted to identify the B.C.‟s emissions reductions since the 

tax implementation, it is difficult to assess by how much GHG emissions have been 

lowered in the province. However, environmental results of the carbon tax policy are 

anticipated to be optimistic according to several estimates (Elgie et al., 2010). An in-

dependent consulting company, MK Jaccard and Associates, believes that the B.C.‟s 

carbon tax on its own, without any other greenhouse gas reduction policies and ac-

tions, can lead to emissions reductions in 2020 by up to three million tonnes of car-

bon dioxide equivalent annually (B.C. Government, 2008(c)). This amount of GHG 

emissions is produced by approximately 787,000 cars per year (B.C. Government, 

2008(c)). There are many examples of how the carbon tax has already provided an 
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incentive for individuals and organizations to alter their fuel consumption behavior. 

For instance, with the new carbon tax policy, UBC has a $42-million incentive to de-

crease its consumption of fossil fuels (Ministry of Environment, 2010). UBC has be-

gun replacing its natural gas boilers with new energy efficient ones which will reduce 

UBC‟s fossil fuel consumption and energy costs, while lowering GHG emissions by 

58,000 tonnes per year (Ministry of Environment, 2010). 

In order to assess the carbon tax policy in British Columbia, the following crite-

ria are used: environmental effectiveness, economic efficiency, administrative feasi-

bility, political feasibility, and equity (Jaccard, 2006). 

At present, it is difficult to evaluate accurately the environmental effectiveness 

of the carbon tax in B.C. because of the lack of emissions reduction data (i.e. Envi-

ronment Canada has not released greenhouse gas emissions data for 2009). The major 

issue with B.C.‟s carbon tax, as with any other emissions tax, is uncertainty about the 

aggregate GHG emissions quantity that will be determined by the market response to 

the tax. However, it is expected that even if B.C.‟s carbon tax does not grow higher 

than its 2012 rate of $30 per tonne of CO2, B.C.‟s greenhouse gas emissions will be 

reduced by more than eight percent to achieve the required reductions of 33 percent 

below 2007 levels by 2020 (Pembina Institute, 2008). This implies that the carbon tax 

has a significant potential to reduce GHG emissions if its rate continues to grow an-

nually after 2012. Substantial environmental improvements can be achieved if the 

carbon tax policy is combined with other emissions reduction tools (e.g. future cap 

and trade scheme, technology standards). At the present time, it can be assumed that 

the carbon tax has not altered GHG emissions dramatically due to its low initial rates. 

Additionally, the environmental effectiveness of the B.C.‟s carbon tax is limited by 

the existing distributional mechanism of tax revenues. In particular, carbon tax reve-

nues are 100% recycled or returned to taxpayers in the form of income tax reductions 

and are not redirected to fund any fuel efficient and low-carbon technologies, carbon 

capture and storage projects, or fuel efficiency research. Moreover, B.C.‟s carbon tax 

covers only 77% of total GHG emissions in the province and does not apply to GHG 
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emissions from non-combustion sources (e.g. CO2 vented from natural gas processing 

facilities, organic wastes in landfills, methane leaking from pipelines) (Horne et al., 

2010). The Pembina Institute claims it is possible to measure most of the emissions 

from non-combustion sources, and that the carbon tax should be imposed on these 

sources (Horne et al., 2010). Therefore, it can be concluded that current environmen-

tal effectiveness of the carbon tax policy is minimal. 

B.C.‟s carbon tax, as an emissions tax, is paid by individuals and businesses 

based on the amount of GHG emissions they produce when purchasing and using a 

particular fuel. Thus, established tax-rate on carbon emissions provides certainty 

about economic benefits, and the carbon tax can be considered as economically effi-

cient. The B.C. government does not require companies and individuals to use any 

specific fuel efficient technologies, alter fuel consumption behavior in a particular 

way, nor restrict activities that generate GHG emissions. In theory, according to the 

equi-marginal principle, the total cost to society of obtaining an environmental im-

provement is minimized if each individual or business behaves rationally (i.e. in its 

own self-interests) by decreasing emissions only to the point where any additional 

emissions reductions are more expensive than paying the tax (Jaccard, 2006). For this 

purpose, the Climate Action Plan states that the carbon tax policy provides an incen-

tive to use fuel efficient technologies and reduce fuel consumption (B.C. Govern-

ment, 2008(c)). However, it is necessary to understand that it is difficult to change the 

latter, consumption habits, with the carbon tax. For instance, driving habits cannot be 

altered significantly due to the fact that the demand for gasoline or diesel is relatively 

inelastic; thus, the low price increase caused by the carbon tax does not generally af-

fect fuel consumption. Nevertheless, the major problem is not in the availability of 

fossil fuels, hence, not in the necessity to reduce our fuel consumption. GHG emis-

sions are the main aspect addressed by B.C.‟s carbon tax, and they can be reduced by 

switching to fuels with lower carbon content, more efficient vehicles and technolo-

gies, implementing carbon capture and storage, even if individuals and businesses 

continue to use the same or greater amounts of fuel and energy. As outlined in the 
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Climate Action Plan, the main idea of starting with the low tax rate and gradually in-

creasing it is to provide a price signal, and offer time for individuals and industries to 

switch to low carbon fuels and fuel efficient technologies (B.C. Government, 

2008(c)). The economic efficiency of B.C.‟s carbon tax can also be justified by the 

fact that the revenue-recycling mechanism (i.e. income tax reductions) provides an 

opportunity to augment economy-wide factor supplies, such as labour or capital sup-

plies. This is known as the first order efficiency gain of the revenue-recycling effect 

(Goulder et al., 2008). In particular, B.C. taxpayers have already received over $200 

million worth of net income tax reductions, which accounts for the increase in the 

economy-wide factor supplies (Ministry of Finance, 2010(d)). This increase should 

create new jobs and attract investments in the economy of B.C. Finally, in order to 

evaluate the economic efficiency of the carbon tax policy more accurately, it is neces-

sary to address the carbon leakage effect of the carbon tax policy in B.C. This effect 

refers to the influence of B.C.‟s carbon tax policy on the emissions in other countries 

(e.g. United States) and sectors that are not subject to the same carbon tax policy 

(Barker et al., 2007). It is essential to investigate whether the carbon leakage effect 

exists in B.C. (i.e. whether B.C. businesses choose to re-allocate their industrial fa-

cilities to non-regulated provinces and countries to reduce compliance costs), and 

how it may influence industrial competitiveness and economic growth in the prov-

ince. 

The administrative feasibility of B.C.‟s carbon tax policy can be defined as high. 

As it was previously described, administrative procedures of the carbon tax collection 

and remittance, as well as refunds, inspections and audits, assessments of tax or secu-

rity, penalties for failure to remit tax or security, and others, mirror the provisions 

presented in the Motor Fuel Tax Act (Ministry of Small Business and Revenue, 

2008). Additionally, the number of businesses filing the carbon tax return is mini-

mized because the government collects security only at the wholesale level (Ministry 

of Small Business and Revenue, 2008). Based on this evidence, administrative costs 

to the government, as well as compliance costs to the companies that collect the car-
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bon tax on behalf of the government, can be considered as minimal. However, admin-

istrative feasibility of the carbon tax policy can be challenged when new information 

on either greater or lower GHG emissions data is released, and the tax rates need to 

be altered according to the new data. In this case, adjustment of the carbon tax rate in 

the legislation may take some time and may require extra costs. 

Emissions taxes usually perform poorly against the criterion of political feasi-

bility (Jaccard, 2006). B.C.‟s carbon tax represents an interesting case; it was intro-

duced aggressively without requiring and addressing public opinion and by abolish-

ing political debates (Peltier, 2008). B.C.‟s government implemented the tax unilate-

rally by the majority party (Peltier, 2008). Results of an Angus Reid Strategies poll, 

which was conducted quickly after the implementation of the tax, revealed that the 

public was evenly divided on Premier Gordon Campbell‟s scheme of taxing consum-

ers for the purchase and use of fossil fuels, expressing a very high interest in an alter-

native proposal of the New Democratic Party of Canada (NDP) to tax polluters at the 

source (Skelton, 2008). In particular, 82% of participants of the poll believed that a 

system where the polluter pays the principle should be implemented by the govern-

ment (Skelton, 2008). Therefore, while the majority of people preferred taxing big 

industrial producers, 50% of the poll‟s participants actually supported Campbell‟s 

carbon tax (Skelton, 2008). It can be assumed that the other 50% of respondents per-

ceived the carbon tax with suspicion, due to information gaps (i.e. lack of informa-

tion/clarity) regarding the principles of the carbon tax policy. Therefore, public ac-

ceptance and political feasibility were not as big of an issue as one might have pre-

dicted.  

Equity concerns are addressed by providing ongoing quarterly side compensa-

tions to low-income individuals and families (i.e. low-income climate action tax cre-

dits). Initially in 2008, when the carbon tax was newly implemented, low-income 

households were given about one-third of the revenues from the carbon tax recycling, 

and the rest of the revenues were assigned to individual and corporate income tax re-

ductions (Ministry of Finance, 2010(a)). Thus, individuals and families with low-
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incomes were better off, as low-income tax credits were greater than the carbon tax 

paid (Lee, 2010). Unfortunately, in 2009, the 50% rise in the carbon tax rate (i.e. 

from $10 to $15 per tonne of CO2) eliminated the gain, as the low-income tax credit 

scarcely grew from $100 to $105 per adult (Ministry of Finance, 2010(a)). This year, 

the increase in low-income tax credits relative to the increase in the carbon tax rate, is 

disproportionable, meaning that the bottom 40% of households in the low-income 

category will experience an annual loss of $30 (Lee, 2010). In other words, since 

2010, low-income individuals and families started to lose the adequate protection 

promised by the government in the Climate Action Plan. It is also critical to consider 

how financially difficult it may be for low-income households, compared to wealthier 

households, to switch to more efficient technologies and low-carbon fuels (especially 

for heating), in terms of the required capital investment. In regards to the distribution 

of revenues in the form of income tax cuts between individuals and businesses, the 

picture has also changed from the early implementation of the carbon tax. In 2008, 

individuals received roughly two-thirds of the carbon tax refunds, with the remainder 

third of the refund allocated to businesses (Ministry of Finance, 2010(a)). In 2010, it 

is planned that personal income tax cuts will account for $211 million, while corpo-

rate income tax cuts will equal $412 million, which is more than half of the planned 

$796 million of carbon tax revenues (Ministry of Finance, 2010(a)). Consequently, 

businesses are much better off than individuals in 2010, although the carbon tax is ul-

timately passed on to the consumers. Moreover, this year businesses receive a signifi-

cant part of the carbon tax revenues in addition to future savings from the Harmo-

nized Sales Tax (HST). Individuals, in turn, will experience lower carbon tax refunds 

and are required to incur the extra cost of the HST. Furthermore, it is unknown how 

fairly/equitably the carbon tax is received by businesses. In a paper by Lee (2008), he 

stressed that companies can pass the cost of carbon tax to consumers in the form of 

increased prices, to employees in the form of lower wages, or can hide the costs in 

lower profits. Therefore, the distribution of carbon tax revenues between individuals, 

businesses, and low-income households should be balanced effectively so that the in-
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creasing carbon tax rates do not severely impact different stakeholders. Finally, there 

is concern regarding the inequitable application of the carbon tax to industrial emit-

ters. For example, industrial producers that currently emit non-combustion GHGs that 

are not covered by the carbon tax policy are not subjected to the tax.  

Overall, the carbon tax policy appears to be promising in terms of the potential 

for emissions reductions, efficient in regards to economic benefits in B.C., and feasi-

ble in terms of the ease and costs of administrative procedures. Distributional impacts 

are one of the major concerns that should be acknowledged in the design of carbon 

tax policy. 

Based on the analysis provided for the carbon tax policy in B.C., it is possible to 

conclude that the carbon tax facilitates an important social movement that involves 

raising public awareness of the importance for reducing greenhouse gases in the at-

mosphere. Additionally, B.C.‟s carbon tax may establish a new psychological habit of 

paying for public „bads‟, such as pollution. 

 

 

Conclusion 

Climate change is an obvious problem and British Columbia has been already 

experiencing its detrimental effects, including water shortages, increasing risks of 

natural resource and land losses, and growing insurance and adaptation costs (B.C. 

Government, 2008(c)). The B.C. government recognizes the need to mitigate the 

dangerous consequences of climate change by undertaking different climate actions. 

One of these actions is the carbon tax policy that was introduced in B.C. in July of 

2008. The carbon tax is applied to the purchase and use of fossil fuels in the province 

and represents a price signal that is expected to motivate individuals and businesses 

to lower their emissions by switching to low-carbon fuels, employing more efficient 

technologies, and changing fuel consumption behaviors. B.C.‟s carbon tax is based 

on the principles of revenue neutrality, broad coverage, low initial and gradually ris-

ing rates, protection of low-income families, and ease of integration with other cli-
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mate action tools. Administration of the carbon tax is simplified due to the fact that 

collection and remittance procedures of the carbon tax are similar to the provisions of 

the existing Motor Fuel Tax Act. The carbon tax policy is promising with regards to 

its potential to reduce emissions, efficient in terms of economic benefits, and feasible 

in terms of administrative procedures. However, the policy faces some equity con-

cerns, such as imbalanced distribution of the carbon tax compensations between indi-

viduals, businesses, and low-income households, as well as incomprehensive cover-

age of GHG emissions. Nevertheless, B.C.‟s carbon tax policy plays a critical role in 

addressing climate change effects, as it encourages a social movement and develops a 

public understanding of the importance to reduce GHG concentrations in the atmos-

phere by „paying the price‟ on emissions. 

In order to achieve significant reductions of greenhouse gas emissions, it is im-

portant to continue utilizing the carbon tax after 2012, and it is vital to eliminate ex-

isting weaknesses of the carbon tax policy.  
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