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ABSTRACT

The Vermont Climate Action Commission
has an unprecedentedpportunity g and
obligationg to recommend to Governor Phil
Scottclimate solutiors that are

commensurate to the climate challenge. This
paper provides concrete reasons why one of
those recommendations should be a price on
carbon pollution.
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INTRODUCTIC

In July2017 Vermont Governor Phil Scott signed an executive order creating a Vermont Climate Action
Commission and reaffirmed the climate and clean energy goals set forth in the 2016 Comprehensive
EnergyPlan

In this era of federal backslidingn climate matters Gov. Scott hamdicated that he believes Vermont
shouldpursue energy independencEhis is particularlypromising, for as Edward Cameron of the

Commi ssionCs Techni c"Wéneeddaractisist GoyernBrratadime when thé pardy,
that gave us the National Parks System and the Environmental Protection Agency, and that actually
signed us up to the U.N. Convention on Climate Change, has lost its senses on this issue. A Republican
governor is the most important voice in the country on this issue right rfow."

Demonstrating a willingness to pursue real climate solutj@asv. Scotstacked theCommissionwith
thoughtful Vermont leaders experienced in building consensus to get touigigshdone.

He tasked the commissi@nswith developing a strategy to reduce greenhouse gas emissions that:

9 Spurs economic activity, inspires and grows Vermont businesses, and puts Vermonters on a
path to affordability;

1 Engages all Vermonters, so that molividual or group of Vermonters is unduly burdened; and

91 Provides solutions for all Vermonters to reduce their carbon impact and save money.

These are thoughtful parameters, though there should be one more:
f The commi ssionCs r ec o nommensuated tothedhalldnjeons mu st be

As the commissioners have been briefed,
despite decades of lofty rhetoric and good

intentions, Veirr mont

emissions are up since 199We are not "We need an activist Governor at a ti
on pace to meet any when the party that gavé us éhe Natior
sets of greenhouse gas reduction goals: the Parks System and the Environmel
goals that Gov. Scott voted for as senator, Protection Agency, and that actually sig
the Paris Climate Accord goals he us up to the U.N. Convention on Clim:
committed to by joining the U.S. Climate Change, has lost itsenses on this issue
Alliance or the Comprehensive Energy Republican governor is the most importi
Plan goals he reaffirmed in his executive voice in the country on this issue right no
order.

-TAG member Edward Camel

! http://governor.vermont.gov/sites/scott/files/documents/EQ%2047 %20
%20Climate%20Action%20Commission.pdf

2 http:/fwww.benningtonbanner.com/stories/carbofiax-number-one-at-climatetalk,520215

3 http://anr.vermont.gov/sites/anr/files/specialtopics/VTCA@270815_VTCAC_Mtgl GHG%20Update.pdf
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In order to achieve any &f e r m oclimat€ goals the @nmission must recommend more
comprehensive strategies than have been tried to date. Without bolelssmmendations and swift
action by the governor and General Assendthe naysayers who mock gubernatorial commissions as
the place that good ideas go to die will be proved right once again.

If the commissioners and the governor are serious about tagsignment, there is an effective climate
strategy that conforms to all of the governorCs ¢
pricing.

As President George W. BushCs Treasury Secretary
oncarbon pollution would Cunleash a wave of innova
clean energy and create jobs. ¢ Want proof ?

9 California implemented a pce on carbon pollution in 2018nd has created 1.5 million new jobs
si nce t ralenostthrek kinges & sany new jobs in California as there are Vermonters.

9 The Canadian province of British Columbia introduced a carbon pollution price in 2008 and
their economyCs growth has outpaced every othe
running. In fact, the policy has been so successful that Prime Minister Justin Trudeau is
implementing a nationwide carbon price next year.

T And | ook no further than Ver mont . Republican G
price on carbon pollution in tl electric sector by joining the Regional Greenhouse Gas Initiative
g and it is working. The economies in the nine RGGI states are growing éaatet emissions
from the electric sector are falling fastgithan in those states outside the compact. As the
Vermont 2017 Clean Energy Industry Report note
grown by 29 percent in Vermont, which amounts
argue with that success.

There is a reason that economists from acrbespolitical spectrung distinguished number crunchers
like Richard Thaledoseph Stiglitz, Lawrence Summers, Jeffrey Sachs, Robert Reich, Gregory Mankiw,
and Martin Feldsteing all suppot carbon pollution pricing: It ismart economics.

By returning the carbon polluiin revenue to Vermonters in the form of tax cuts or dividends every
Vermonter would be engaged. We would have both the incentive and the means to transition to the
cleaner, more advanced technologies of the 21st cerggrowing jobs and putting many more
Vermonters to work.

Finally, when it comes to saving Vermonters money, the sooner we transition off of fossil fuels the
better. Even at todayCs | -thidlegsacsddve anrelectripwehiceens , it ¢
Vermont than one powered bgn internal combustion engine. An electric heat pump delivers BTUs to a

home or business more cesffectively than an oil burning furnace. Carbon pollution pricing is a

marketdriven solution that encourages adoption of these and other-ttaxbon, lowcod technologies

that save Vermonters money.

Carbon pollution pricing hastens theansition to the clean energy futurandis a winwin for the
Vermont economy and our climate.



The Climate Action Commission has a critical assignnagahd an opportunity. ldntifying and

advancing the policy solutions that meet the measure of the problem, like carbon pricing, will turn the

challenge Gov. Scott has put forward into thejoteating, moneysaving, energynnovating
opportunity it provides.

One of the challengepolicy makers face in designing a carbon pollution pricing mechanism is finding
the appropriate balance of pricing and revenue recycling to optimize economic and environmental

benefits. A study of current carbon pricing mechanisms at work around the widlildhow that each
program is designed specifically for the local context.

Carbon Pricing Around the World
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What follows are 2 specific reasons the Vermont Climate Action Commission shouldneoend

carbon pollution pricing and help Governor
this issue right now ¢

as the
he Vern

Scott



1AGRICULTUF

Carbon pricing rewards lewarbon innovationg, like Cow Power, wind and solar
gon the farm, and farmers | ike those at

Cbhairy farms across the country awomng@racticestal y | mp/
reduce their carbon footprint and ®usderteCst Bdiure s u
Spruce Farm in Bridport, Vermont is one of the pioneers in this movement, and was the first farm in the

nation powered by both Cow Powand wind power.

By discouraging fossil fuels, carbon pricing rewards renewable energy innovations like cow power
which isnCt s ub §rakihg iteven meore atsactivednrthe prergyomarketplace:

How ENERGY HAPPENS

One cow can poop over 30 gallons a day.
1,000 cows produce about 30,000 gallons of
manure. All that poop can be turned into
some serlous profit for farmers generating Cow
Power. The manure is fed into an anaerobic
digester.

The digester is built to hold 21 days of
farm waste at roughly 100°. Bacteria
convert the waste into various prod-
ucts, one of which is methane gas. Gas
produced by the bacteria builds up
pressure in the concrete vessel, and a
pipe delivers the biogas to a modified
natural gas engine.

The biogas fuels the engine, which in turn

spins an electric generator to create electricity.
Waste heat from the engine is used to keep the
digester warm, and offsets fuel purchases on the
farm.

One cow's waste can produce enough electricity to
light two 100-watt light bulbs 24 hours a day. The
energy is fed onto the CVPS electrical system for distri-
bution to customers.

Digested manure is processed through a
mechanical separator. The odorless solids
can be used to replace sawdust or sand
as bedding for the animals. Solids not
used for bedding may be further pro-
cessed and sold to the public.

www.bluesprucefarmvt.com

Further, a financial analysis of /itheidenapthatthe | t ur al
carbon tax was associated with any statistically significant effecesgoicultural trade or
competitivenesst ol | owi ng t hat provi ncpeoluonpricepl ement ati on o

4 http:/fwww.bluesprucefarmvt.com/
5 http://pics.uvic.ca/sites/default/files/uploads/publications/Carbon%20Tax%200n%20Agricultural%20Trade_0.pdf
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http://www.bluesprucefarmvt.com/

2BROAD IDEAHRKAIC

Carbon pollution pricing is supported by policy makers across the political
spectrum. Higfrankingconservativefrom the Reagan and Bush administrations
andliberallegislators in Vermont haval proposed carbon pricing mechanisms

within the last year.

James Baker, Henry Paulson and George Shudtzcabinet secretaries from the Reagan and Bush
administrationsg have called for a price on carbon pollutfcas has Vermont State Representative
Diana Gonzélez, a Progressive/Democrat from Windoski.

CUMATE
LEADERSHIP
CounciL

THE CONSERVATIVE CASE
FOR CARBON DIVIDENDS

How a new climate strategy can strengthen our economy,
reduce regulation, help working-class Americans, shrink
government & promote national security

THE VERMONT CASE FOR
CARBON DIVIDENDS

How a new climate strategy can create jobs, strengthen our economy,
and leave a better legacy for future generations of Vermonters

James A. Baker, I1I Henry M. Paulson, Jr.
Martin Feldstein George P. Shultz

Ted Halstead Thomas Stephenson
N. Gregory Mankiw  Rob Walton

Rep. Diana Gonzilez
April 2017

8 https://www.clcouncil.org/
7

http://legislature.vermont.gov/assets/Docunms/2018/WorkGroups/House%20Natural/Bills/H.531/H.531~Rep.%
20Diana%20Gonzalez~The%20Vermont%20Case%?20for%20Carbon%20Divi2ié204-74pdf
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CA tax

3CLEAN ENER

on carbon emi ssions

wi |/

unl eas.

technologies, lower theosts of clean energy and create jobs as we and other
devel op new enerabenry pl./Pautbencdt. s a n a

nati ons

&he New York Times

A Carbon Tax Could Bolster Green Energy

Nov. 18, 2014

BROOKINGS

CUT TO INVEST

Institute a Modest Carbon Tax to Reduce
Carbon Emissions, Finance Clean Energy
Technology Development, Cut Taxes, and
Reduce the Deficit

Nov 2012

VICES

Majority of US Supports
a Carbon Tax and Wants
to Spend the Money on
Renewable Energy

Sept 2017




4 COMMEROEMUNITY DEVELC

Regional Economic Models, Inc. (REMI), which the Agency of Commerce and
Community Development uses in its own analyses, has forecast that a carbon
price will create jobs, grow state product, raise real disposable persmoahé

while reducing carbon emissiohs.

Total Employment
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8 hitp://www.energyindependentvt.org/wp-content/uploads/2015/04/REMI_Final.pdf
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http://www.energyindependentvt.org/wp-content/uploads/2015/04/REMI_Final.pdf

A separate investigatiog the Total Energy Studyommissioned by the Department of Public Service
came to same conclusiofis.

Gross State Product Employment
Scenario 2015- 2025- 2035- 2015- 2015-
2025 2035 2050 2050 2050

Carbon Tax Shift: High Bio +0.17% +0.87% +0.83% | +0.69% +1.26%

Carbon Tax Shift: Low Bio +0.08% +0.15% +0.32% | +0.23% +0.44%

TREES Basic: High Bio +0.03% +0.70% +0.53% | +0.45% +0.90%
TREES Basic: Low Bio +0.11% +0.11% +0.34% | +0.23% +0.45%
TREES Local: High Bio +0.09% +0.58% +0.58% | +0.47% +0.85%
TREES Local: Low Bio +0.11% +0.13% +0.40% | +0.27% +0.51%

Exhibit 5. Difference from BAU in modeled average annual Gross State Product and average annual
employment levels for each of six scenarios, assuming the best-performing implementation of each

policy.

9
http://publicservice.vermont.qgov/sites/dps/files/documents/PubBlans Reports/ TES/TES%20FINAL%20Report%?2
020141208.pdf



http://publicservice.vermont.gov/sites/dps/files/documents/Pubs_Plans_Reports/TES/TES%20FINAL%20Report%2020141208.pdf
http://publicservice.vermont.gov/sites/dps/files/documents/Pubs_Plans_Reports/TES/TES%20FINAL%20Report%2020141208.pdf

5. COMMERCIAL HAULING &

Carbon pricing makethe low-carbon alternativeso the fossil fuel technologies
theyreplac&Cs pect acul arly attractive. ¢

In an economy where carbon pollution is pricethovative lauling and trucking
companies that adoptow carbonpracticesg like CaellaWaste Systemalready
hasthrough its CNG fleet and landfitiasenergy recovery operatiofig, have a

competitive advantage in the markgace over companies thaéfuse to evolve.

g our Climate

e

Between 2005 and 2010, we reduced our greenhouse
gas emissions by 45%. This is equivalent to taking
182,000 cars off the road.

In 2010 we began reporting through the Carbon where previously there were none, and began converting  REDUCING EMISSIONS (MTCO E) I———
it 5.

2005 200 % CHANGE

Landfill Methane

continuing our

disclose our greenhouse emissions, as well as

Fleet & Facility
TER e - :

Total

Tact
our rbonerelated risks d committing to
” et can be found at www. scasures. .
X or tracking Ume won
s: Metric carboe

th a Climate Leadership Award for

Management

CLIMATE
LEADERSHIP  ({ «
AWARDS N

v

10 hitps://www.casella.com/
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{dzLILIR2 NI F2NJ / I NDb2y tNAROAYy3A Ay +SN¥2y Q3

Black River Produce 8pringfield uses 50 trucks to transport produce from Vermont farms to market.
The company purchases 1200 gallons of diesel a day to keep its fleet running. Even with this heavy
demand for fossil fuels, Black River Producéotmder Mark Curran supports iging carbon pollution.

PRODUGCE
Your Fresh Connection

800 226 5481 N. Springield, VT

Photo: VT Digger
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e CONSTRUCTION & DEVE

Proper price signals help clients make good decisions. Carbon pricing helps
building and construction costs tell the truth about climate impacts.

International Need

GLOBAL CLIMATEHANGE and habitat destruction, accelerated by global settlement patterns of
sprawl, pose significant challenges requiring a global resgon3@nely action is both essential and
presents an unprecedented opportunity (Congress of New UrbaniSm).

National Opportunity
Proper price signals help clients make good decisions. Carbon pricirgjolétfing and construction

costs tell the truth about climate i mpacts. Those
the right t hi ngdconstruaionmecikians thataseibesnfor thenenvironment. Without
those price signals, architects can find it hard

Monetizing carbon recalibrates the economics of what building systems and ectinial solutions are
economically feasible for reduciggeenhouse gass€AlA Seattle)?

Hilltop Montessori School in Brattleboro. A Stevens & As

Local Support

The US Green Building Council Massasits Chaptessupports the implementation of aevenue

neutral carbon chargt reduce the consumption of fossil fuels in Massachusetts through attaching a
price on carboremissionsTheChapter encourages professionals to design, construct and operate
buildings in a manner that is economically and environmentally sustaindbkysupportenergy

efficient design and the ongoing transition frofassil fuels to renewable ergy sources. Fossil fuel

prices do not reflect the consequent societal costs of global warming including impacts to human
health, the economy, and the natural environment. A carbon fee and dividend policy is a conservative
approach that provides a predicths) steadyrising price on carbon that rewards energy efficiency and
helps to reduce dependence on fossil fuéls.

11 CANONS OF SUSTAINABLE ARCHITECTURE and URBANISM A Companion to the Charter of the New Urbanism
12 hitps://www.aiaseattle.org/wpcontent/uploads/2016/03/CarbotPricingTalkingPoints.pdf
13 http://lusgbcma.org/carbonpricing
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http://usgbcma.org/sites/default/files/images/Carbon%20Price-2.pdf
http://usgbcma.org/sites/default/files/images/Carbon%20Price-2.pdf
https://www.aiaseattle.org/wp-content/uploads/2016/03/Carbon-Pricing-Talking-Points.pdf
http://usgbcma.org/carbon-pricing

.ECONOMIC:

The reason most economsssupport carbon pricing is that it ismarteconomics.

Do economists all favour a carbon tax?
Economist .
Most do, with good reason

From The Economist, 20¢1

Carbon emissions represent a negative externality. When an individual takes an economic action with some
fossitfuel energy conterit whether running a petrgbowered lawnmower, turning on a light, or buying bunch

of grape€ that person balances their personal benefits against the costs of the action. The cost to them of
the climate change resulting from the carbon content of that decisions, however, is effectively zero and is
rationally ignored. The decision to @e carbon content, when aggregated over the whole of humanity,
generates huge carbon dioxide emissions and rising global temperatures.

The economic solution is to tax the externality so that the social cost of carbon is reflected in the individual
consumer Cs decision. The carbon tax is an el egant
everyday business of consumer decision making to do the work of emission reduction.

an D2%0cCONSensus of expert economists:

Cut carbon pollution

A survey okconomists with climate expertise finds a consensus that climate change
Is expensive and carbon pollution cuts are needed

1 81% of economists with climate expertise agree that a mabesied system (carbon tax or cap and trade
system) would be the most ecomically efficient method of reducing carbon pollutibh.

The followings a partial list of distinguishedconomistsvho support carbon pricin§

Alan Blinder Arthur Laffer Jeffrey Sachs
Herman E. Daly Gregory Mankiw Lawrence Summers
Jon Erickson Gilbert Metcalf Joseph Stiglitz
Robert Frank Adele Morris Richard Thaler
Edwin Glaeser Paul Portney Paul Volker

Dale Jorgensen Robert Reich Gary Yohe

1 https://www.economist.com/blogs/freeexchange/2011/09/climamolicy

15 https://www.theguardian.com/environment/climateconsensuf 7-per-cent/2016/jan/04/consensusf-
economistscut-carbonpollution

16 hitps://www.carbontax.org/scientistssconomists/
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https://www.theguardian.com/environment/climate-consensus-97-per-cent/2016/jan/04/consensus-of-economists-cut-carbon-pollution
https://www.theguardian.com/environment/climate-consensus-97-per-cent/2016/jan/04/consensus-of-economists-cut-carbon-pollution
https://www.carbontax.org/scientists-economists/

S8ENERGY EFFICI]

CPaying for the true cost of [carbon] ¢
mechani sm t o s/ ow (UrmevstandiagGrbenPriceigz A ons . C
quick guidepublished by the Vermont Energy Investment Corporatiungust

2015)Y

Understanding Carbon Pricing
Aquick guide

INGRID MALMGREN

, Vermont veic.org
')T Energy Investment Tek: (B02) 6586060
Corporation Tollre: (800} 6356065
VEIC Hea

128 Lakeside Aivenve. Sute 301
Burington, uT USA 05201

Pollution has its costs

For decades, the growing demand for energy has led to an increase in greenhouse gas (GHG) emissions
and emissions from other substances, many of which are toxic in the concentrations with which they are
released.

Since its creation in 1970, air quality regulations and enforcement actions by the U.S. Environmental
Protection Agency have led to substantial improvements in air quality. However, damage from GHG
emissions, generally agreed to be at the root of climatange, is a persistent problem.

Paying for the true cost of these emissions might be the most effective policy mechanism to slow down
GHG emissions.

17 https://www.veic.org/docs/resourcelibrary/Understandin@arbonrPricing08-2015. pdf
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https://www.veic.org/docs/resourcelibrary/Understanding-Carbon-Pricing-08-2015.pdf

QENERGY UTILIT

Carbon pricing is the preferred approachdarbon emissions reductior@nong
electrc utility leaders nationdy and is gaining steam regionally.

2017 State of the Electric Utility Survéy

In your opinion, how should the U.S. federal
government approach decarbonization policy?

28%
25%
18%
16%
14%

Maintain status Increase regulatory Impose an Imipose an The U.5. gowernmant
gua: Implement emissions standards economywide cap= sconomywide price should not
the Clean Power and renewable ands-trade system on carbon and ather pursue a policy of
Plan and preserve Energy support for greenhouse greenhouse gases decarbanization
existing renewable teyond current gases
energy tax breaks policies
until sunset

POLITICO: New York's energy leaders lay out an early blueprint for carbon pricing

Carbon pricing is seen by many in industry and environmeadiziocacy as a crucial step in cutting

carbon emissions from all sectors and the country's best hope to mitigate some of the worst effects of
climate change. While action on the federal level is virtually-existent, states like New York and
California ae increasingly stepping in to design carbon pricing schemes they hope can serve as models

for the rest of the U.S.

The report, issued by the state's grid operator, finds that including the social cost of carbon emissions in
New York's electricity priceswd support the state's clean energy goals with a minimal impact on costs
to consumers and may actually reduce electricity prites.

18 hitps://s3.amazonaws.comfde assets/rlpsys/SEU_2017.pdf
19 http://www.politico.com/states/newyork/albany/story/2017/08/11/newyork-utility-requlatorgrid-operator-

agreeto-study-carbonpricingin-electricity-market113884
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https://s3.amazonaws.com/dive_assets/rlpsys/SEU_2017.pdf
http://www.politico.com/states/new-york/albany/story/2017/08/11/new-york-utility-regulator-grid-operator-agree-to-study-carbon-pricing-in-electricity-market-113884
http://www.politico.com/states/new-york/albany/story/2017/08/11/new-york-utility-regulator-grid-operator-agree-to-study-carbon-pricing-in-electricity-market-113884

1CENVIRONMENR

Carbon pricing is the best solution to climate change.

CARBON PRICING

fHE BEST SOLUTION TO CLIMATE CHANé ﬂgu
AL A

National WildlifeFeder at i onCs B LESORTARBANPREMGNCI P

1. Put emissions on a path to help keep global temperature increases well below 2 degrees
Celsius (with an aspiration of below 1.5 degrees Celsius).

2. Establish a single, economyde system to price GHG emissions.

3. Include anechanism to review and require mandatory adjustments to the price to achieve
emissions reductions goals.

4. Protect lonincome individuals and communities most vulnerable to the impacts of climate
change.

5. Invest in transition for affected workers, fdies, and communities.
6. Invest in wildlife and natural resources.
7. Preserve the competitiveness of U.S. business and labor.

8. Protect authority to reduce carbon pollution through other msabut recognize
redundancies.

These are just a few of the nahal environmental organizations that support carbon pollution pricing:
Environmental Defense Fund, The Nature Conservancy, The Sierra Club, the National Wildlife
Federation, and 350.0rg.

20 http://vnre.org/wp-content/uploads/2017/09/CarbonPricing2_150dpi.pdf
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1IEXPERIENC

Vermont already prices carbon pollution in its elgcsupply through the
Regional Greenhouse Gas Initiative.

Republican Gov. Jim Douglas authorized Vermont Cs
by joining the Regional Greenhouse Gas Initiativend it is working. The economies in thene RGGI

states are growing fastey and emissions from the electric sector are falling fagf¢nan in those

states outside the compaét.

Regional Greenhouse Gas
Initiative Status Report

Part I: Measuring Success

A
., %%
///‘A////// &

Vermont 2017

Clean Energy Industry Report

@ Acadia
Center
July 2016

As the Vermont 2017 Clean Energy Industry Report
grownby29 percent in Vermont, which anrounts to a tot

RGGIl is a carbon pollution pricing mechanism Vermont policy makers should study and apply the
|l essons | earned to reducing carbon pectors. uti on i n V

21 hitp://acadiacenter.org/rggissuccessontinuesregionoutpacingthe-rest-of-the-country-on-emissionsand-
economics/

22

http://publicservice.vermont.gov/sites/dps/files/documents/Renewable Energy/CEDF/Reports/VCEI%20Report%2
02017.pdf
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http://acadiacenter.org/rggis-success-continues-region-outpacing-the-rest-of-the-country-on-emissions-and-economics/
http://acadiacenter.org/rggis-success-continues-region-outpacing-the-rest-of-the-country-on-emissions-and-economics/
http://publicservice.vermont.gov/sites/dps/files/documents/Renewable_Energy/CEDF/Reports/VCEI%20Report%202017.pdf
http://publicservice.vermont.gov/sites/dps/files/documents/Renewable_Energy/CEDF/Reports/VCEI%20Report%202017.pdf

PFORESTRY & FOREST |

A carbon price on fossil fuelswouwdt r engt hen Veandfooestt Cs f or
products economy byrd/ingup demand forbiomassheating as it become more
financially attractive in the energy marketplace, as these regioraatly
sustainablyharvested fuels would be exempt fraarpollution price on fossil

fuels

Biomass Energy Research Cerltlse of biomass for energgfficient ard appropriately scaled

applications has tremendous potential to displace fossil fuels and, over the long term, lower
atmospheric CO2 emissions. Bi ontaasrsb oenn efrugeyl ,ucs eadn di,n
with the sustainable fuel supply, h#ise potential to be a net carbon sequestering option, even when

considering the fossil fuels used in production and transportation of wood fuel and agricultural
production??

Additionally, carbon pricing is a global strategy to slow deforestation:

CarbonPricing Can Help Save Foregtgand the Climat@,
aAnalysis Says

While some caution a tax on carbon won't fix
everything, new research shows it can significantly slow
deforestatior??

23 http://www.biomasscenter.org/policystatements/FS#olicy. pdf

2 https://insideclimatenews.org/news/25082015/carbepricing-cansaveforestsclimate-deforestationemissions
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