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Christopher Ragan



How to explain why carbon 
pricing makes sense?

3



START HERE:

Economists Aren’t
Normal People!
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Uphill Slog #1
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1. Carbon pricing reduces GHG emissions

Normal people:

“this is just a tax grab; 
it won’t change anything”



Why does it work? 

Think of how you respond to price changes:
(food – vacations – clothing – cars – houses)

carbon price  ➔ changes consumer behaviour
➔ changes production methods
➔ reduces emissions
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Nice theory … but does it 
actually work? 

Yes.
British Columbia. 

California. 
The United Kingdom.

(and others too!)
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The UK joins the EU ETS 
in 2005

The UK introduces a “climate 
change levy” in 2001

The UK carbon price is 
currently 18 pounds 
greater than in the ETS



Uphill Slog #2
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2. A carbon price is economically better 
than prescriptive regulations.

Normal people: “regulations make sense”

Governments: “regulations don’t impact the 
public purse”
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Is 3.7% of 
GDP a big 
difference?

“Flexibility” 
➔ low cost
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Subsidies tend to be VERY expensive ways to reduce emissions!



Uphill Slog #3
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3. A carbon price + rebates to 
households is sensible.

Normal people:

“It is CRAZY to take with one 
hand and give with the other”
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Uphill Slog #4
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4. A carbon price + rebates to
businesses is also sensible.

Environmentalists:

“exempting large GHG emitters   
undermines the policy”
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Uphill Slog #5
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5. Carbon pricing is not about larger 
government.

Higher carbon price ➔ reduce GHG emissions

Lower income taxes ➔ increase investment 
and income

__________________
Revenue Neutral
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Singing the praises of carbon 
pricing is a lonely business…
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…but global support is rising …
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… including from some “unusual” voices!
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Thanks for listening.

SLOG,    
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