
   

Overview 

We analyze the effects of carbon taxes on carbon emissions generated from fossil fuel use in British Columbia, 

Canada, on various economic activity indicators in that province. The selected indicators are GDP, unemployment 

and petroleum product use. The tax was introduced at 10$/ton of CO2 in July 2008 and 5$ were added every July to 

reach 30$/ton of CO2 in 2012. The tax is designed to be revenue-neutral. Thus collected tax revenue is redistributed 

via lower personal and corporate income tax rates and via subsidies to low-income households. 

Methods 

Our analysis is conducted via impulse responses in the context of vector autoregressive models, taking into account 

the possibility that certain impacts may be asymmetric in nature. We thus examine both the amplitude of the tax 

effect, as well as its duration over time. 

Results 

Our results indicate that the policy has achieved some success in limiting carbon emissions via fossil fuel use with 

little or no significant negative impact on  GDP and unemployment. 

 

Conclusions 

Our results lend support to the use of  carbon tax  as an efficient tool to control greenhouse gas emissions on the base 

of a real policy initiative. 
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