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Since introducing a path-breaking carbon tax in 2008, the western Canadian province of British Columbia (BC) has attracted significant attention from climate policy scholars. The enactment of its carbon tax has made the case of BC intriguing, as Canada is a poor climate performer, BC is a fossil fuel producer, and carbon taxes are politically challenging to introduce anywhere. This paper discusses the BC tax, and what lessons it holds for other jurisdictions. We complement existing accounts with new details about key events and developments in recent years, and about climate policymaking in BC generally. While there are features of the tax's design and promotion that would be worth replicating elsewhere, we argue its survival reflects some simple good fortune. Moreover, the case of BC should not be reduced to its tax, as the province has enacted other notable climate policies, some of which have done more to reduce emissions while attracting less public criticism.
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1. Introduction

Advocates support carbon pricing for yielding the greatest environmental benefits per unit of economic cost (Baranzini et al., 2017; Carattini et al., 2019). Yet, and paradoxically, carbon taxation is the least popular and perhaps most politically challenging policy instrument by which to mitigate greenhouse gas emissions. Some commentators therefore consider carbon pricing a lost cause politically, and almost not worth bothering with as a climate policy (Cullenward and Victor, 2020; Jaccard, 2020; Stokes and Mildenberger, 2020). According to the World Bank's Carbon Pricing Dashboard, as of 2022 there are more than 60 carbon pricing systems operating worldwide, but fewer than 6% of global greenhouse gas emissions are subject to a tax.

From that perspective, the case of the western Canadian province of British Columbia (BC) is intriguing. In 2008, BC introduced a carbon tax applying a meaningful price to greenhouse gas emissions, while exempting few sources. Policy experts generally regard the tax as one of the world's most successful, and its track record has been described as “encouraging evidence” about the prospects for the introduction of similar taxes elsewhere (Carattini et al., 2018b). Even some scholars who are generally skeptical about carbon pricing acknowledge that BC has been a modest success story (Green, 2021). And BC's carbon tax was path-breaking: prior to 2008, there were few such taxes anywhere, and none at all anywhere outside of Europe (Starting in 2007 the province of Quebec applied a very low tax, just on energy producers). BC's tax has therefore attracted significant attention both from climate policy scholars and in broader media. The New York Times summarized that the tax, especially given its high rate and broad coverage, “sets British Columbia apart as a leader on the cutting edge” (The Economist, 2011; Porter, 2016) enthused “we have a winner.”

This article reviews the tax's conception and creation, discusses its design and promotion, and synthesizes what we know about its impacts. In particular, we ask, given the political impediments to meaningful carbon pricing generally, how did the BC tax come to be introduced? And what made its proposal, implementation, and survival possible? We identify lessons that the case of British Columbia suggests for other jurisdictions, but we caution that the tax's political survival also reflects some simple good fortune. Furthermore, while the story of the tax is undoubtedly interesting and important, we argue that the case of climate policymaking in BC should by no means be limited to the tax. To do so would be misleading, as BC has enacted other notable climate policies in the past 15 years, some of which have actually done more to reduce greenhouse gas emissions, while attracting less public opposition. We therefore provide an overall picture of BC's climate policy trajectory, in order both to set the carbon tax in clearer context, and to explain the measures that have led to the province being, as we explain, both a climate policy success and a failure. In terms of lessons for other jurisdictions, the case of BC suggests the political costs of many non-tax policies relative to their environmental benefits may be significantly lower—an important fact that could be overlooked, if the case of BC were reduced only to its tax. Though past studies and reviews of the tax have been useful, in focusing only on that policy, they have provided a somewhat partial picture.

Our paper therefore complements prior studies that have focused narrowly on BC's carbon tax (and not its other policies) and/or that have not addressed developments in more recent years. Comparing the origins and track records of different policies allows us to assess, albeit roughly, the political difficulty of enacting them relative to the benefits they have yielded, an important complement to previous studies. Methodologically, we characterize the case using secondary sources, including news articles, government reports, and academic publications that have looked at post-facto consequences as well as some causes of BC's climate policy implementation. To supplement the analysis, especially in terms of political causes of policy enactment, we rely on primary data from semi-structured interviews we conducted with six individuals who have played important roles in BC climate policymaking. Our interviewees were three former government bureaucrats and politicians; a representative of an environmental think tank; a representative of a major provincial business association; and an academic who has been closely involved in climate policymaking in BC during the entire period we examine. Given the politically sensitive substance of the interviews and the small size of the climate action leadership group in the province, we do not further identify our interviewees and do not use direct quotes.

Though the BC tax's political survival reflects some simple good fortune, there were also features of its design and promotion that likely helped its cause. Revenue-recycling, and policymakers' strong efforts to emphasize that recycling, mitigated some opposition from business, while making it harder to repeal the tax (Removing the tax would have required re-raising other taxes and/or increasing the provincial budget deficit). State-private sector relationships that were cooperative, but not excessively pliable, plus selective concessions to specific industries, also contributed to private sector acquiescence. Endorsements by experts helped legitimate the initiative. And the tax's introduction in the middle of an election cycle gave the government some time.

While the tax has been a modest environmental, economic, and political success, however, in another sense it has been a disappointment. BC's total greenhouse gas emissions, in absolute terms, have not declined—though that fact cannot be blamed just on the carbon tax, whose impacts were never expected to be large. Since a change of government in 2017, however, and notwithstanding the province's poor performance thus far, BC has introduced a number of new climate policies which should yield important gains in the years ahead. These new measures, spanning multiple sectors, have encountered little public opposition. We therefore discuss both the tax and these recent initiatives, in order to better understand the context within which they have been possible, and to compare the various political responses to them.



2. Background and non-tax policies

British Columbia is in some ways an unlikely climate policy vanguard. First, BC has a large natural resources sector, and is a fossil fuel (mostly natural gas) producer. It is home to the largest coal export terminal on North America's west coast, and as of 2022 two new fossil fuel pipelines—one each for diluted bitumen and natural gas—are being built in the province. The literature suggests that polities in regions with large fossil fuel industries are less likely to introduce strong climate policies (Lamb and Minx, 2020). Second, Canada as a whole has been a poor climate policy performer, with the latest Climate Change Performance Index ranking it fourth-worst out of 61 countries (Burck et al., 2022). Though BC specifically has fared slightly differently than the country as a whole, and Canada's federal system devolves substantial power to the provinces, BC shares Canada's high per capita emissions and is subject to federal laws and institutions consistent with its carbon-intensive political economy (Canadian Climate Institute, 2020). Third, the government that proposed and implemented some of BC's most significant early climate policies (including the carbon tax) was right-of-center, and many take it as given that there is a disaffinity between the political right and climate action. Fourth, though in many places electricity generation from fossil fuels has been an impediment to climate action, jurisdictions that have achieved significant emissions reductions have often done so specifically by decarbonizing their electricity sectors (Dolphin et al., 2020). Electricity generation in BC, however, has never produced much in the way of greenhouse gas emissions, as it has long relied predominantly on hydroelectric dams. BC therefore had no emission reductions to achieve from the decarbonization of this sector. For all these reasons, and given that even as of 2022 carbon taxes apply to <6% of the world's total greenhouse gas emissions, the case of BC and its carbon tax is unexpected. As one recent paper puts it, “governments have been reluctant to introduce carbon taxes, proposals have been rejected by citizens in referenda and, even when adopted, carbon taxes have sometimes been reversed” (Mildenberger et al., 2022, p. 121).

Moreover, British Columbians consume huge amounts of gasoline, with transportation therefore accounting for the largest share of total greenhouse gas emissions. Canada's light-duty vehicle fleet is one of the world's least fuel-efficient (International Energy Agency, 2019), and Canadians routinely compare the gasoline prices they pay to those in the U.S., where exceptionally low taxation means prices are lower. Measures that increase the price of vehicle fuels, such as a carbon tax, are therefore quite controversial in Canada. Overall, BC residents emitted 15.3 tons of carbon dioxide equivalent (tCO2e) greenhouse gases on average in 2007—well above many countries with similar levels of GDP/capita. This was somewhat lower than the Canadian average, however, insofar as emissions from the prairie provinces of Saskatchewan and (above all) Alberta were extremely high, due to their large fossil fuel industries. BC's more modest but still significant fossil fuel industry, focused on natural gas, accounted for 3.7 tCO2e/capita, or 24% of total provincial emissions (BC Government, 2021).

This was the backdrop for the introduction of the BC carbon tax in 2008. The Liberal Party that introduced the tax, in power after 2001, is classically “liberal” in the European rather than American sense. It sits on the right of the political spectrum, is close to business, and for several years after 2001 much of its agenda consisted of cutting taxes, reducing the size of government, and making labor laws less friendly to unions (Lacharite and Summerville, 2017). The Liberals were not generally focused on environmental issues, or particularly close to environmentalists. In their first 5 years, perhaps their only notable environmental initiative was reaching an agreement in 2006 to protect a large tract of temperate rainforest.

In 2007, after previously showing little interest, the Liberals began to focus on the issue of climate change, and announced that they would make mitigation of the province's greenhouse gas emissions a priority in the years to come. Codifying that goal in law, that year they passed a Greenhouse Gas Reduction Targets Act, according to which BC would seek to reduce total provincial emissions by at least 33% by 2020, and 80% by 2050. Looking for ways to meet that goal, the finance minister suggested the government might consider introducing some kind of carbon tax. She made no definitive commitment to the idea, however, and her statement did not attract a great deal of attention—apart from policy experts, academic economists, and environmental researchers, who responded with a flurry of encouraging letters (Green, 2007), providing the idea with technical legitimacy.

Besides the carbon tax, the Liberal government introduced some other important regulatory policies around the same time. These were mostly aimed at emissions from specific sectors, and the most notable were a clean electricity standard (CES) and low-carbon fuel standard (LCFS). Model-based projections suggested that these two regulations would reduce emissions more than the carbon tax, yet they attracted less opposition (Rhodes and Jaccard, 2013; Rhodes et al., 2014). This is likely due to the relative invisibility of these regulatory measures' costs (Chetty et al., 2009). Consumers can see the costs of a carbon tax when filling their car or paying their home heating bill, whereas the costs of regulatory policies are generally hidden.

The CES required that 90% of new electricity generation come from zero-emissions sources, though without specifying any specific sources (BC Ministry of Mines, Energy, and Petroleum Resources, 2007). The CES targeted greenhouse gas emissions from electricity generation, while allowing for a wide range of means, rather than only zero-emission supply. For example, fossil fuel generation with carbon capture and storage could be a compliance pathway (a flexibility which made the CES similar to the renewable portfolio standards common in U.S. states). The CES immediately led to the cancelation of contracts that the provincial electricity monopoly had recently signed for the construction of two new coal-fired and one new gas-fired electricity plants. The cancellation of these projects, relative to a counterfactual scenario in which they were built and used to their expected full capacity, reduced provincial emissions by 10.8–16.6 Mt CO2e annually—meaning the CES had the largest impact on total emissions of any policy introduced around that time (Rhodes and Jaccard, 2013).

The LCFS, implemented in 2010 and inspired by a similar policy previously introduced in California, consisted of two parts: a Renewable Fuel Requirement establishing a 5% renewables target for gasoline and 3% for diesel starting in 2010, and a Low Carbon Fuel Requirement, obligating that providers of liquid and gaseous transportation fuels reduce their average life-cycle carbon intensity by 10% by 2020 (BC Ministry of Energy Mines, 2014). Similar to the CES, the LCFS did not prescribe the use of any specific technology, giving fuel providers the freedom to choose the lowest-cost low-carbon alternatives, such as biofuel, electricity, or hydrogen. LCFS also offered credit trading between fuel suppliers, such that high carbon intensity suppliers cross-subsidized those with low carbon intensity fuels. The original LCFS was estimated to reduce total transportation emissions by 13% by 2050, relative to a business as usual scenario without this policy (Lepitzki and Axsen, 2018).

In specifying performance goals rather than specific compliance pathways, both the CES and the LCFS offered regulated agents the flexibility to choose the lowest-cost technologies. Agents could also trade compliance credits to decrease marginal abatement costs, with under-performing agents purchasing credits from over-performing ones. These types of regulations mimic the key principles of carbon pricing, achieving nearly the same cost-efficiencies, and are known as “flexible regulations” (Rhodes et al., 2021). In contrast to prescriptive command-and-control regulations, flexible regulations do not specify compliance pathways. Instead, they give flexibility to regulated entities to achieve a mandated performance standard using means of their own choosing. For those who find any given technology or fuel too expensive, flexible regulations often allow for the purchase of surplus compliance credits from entities who over-achieve, as long as the regulation's aggregate requirement is met. Flexible regulations can therefore be effective in reducing emissions, at low cost (Goulder and Parry, 2008).

The Liberals' next major climate policy initiative, announced with little prior warning in early 2008, was the carbon tax. We discuss the tax's design, promotion, and effects, and the reactions to it, further below.

All of these initiatives reflected the goal of the BC Liberal Party leader, Gordon Campbell, to reduce the province's greenhouse gas emissions. In later interviews, he identified a number of experiences and ideas that were motivating him. Among others, he had become concerned about the impact of climate change on BC's forests, with mountain pine beetles—whose populations were previously limited by cold winter weather—growing more prevalent with global warming. Logging is a significant part of BC's economy, and the degradation of the forests that cover most of the province, with the beetles infesting larger and larger areas and killing off more trees in the process, meant not just environmental but also substantial economic costs. To understand his choices, it is also worth considering Campbell's background. Born and raised in Vancouver, BC's largest city by far, he served as its mayor from 1986 to 1993, after previously pursuing a successful career in real estate development. Though an economic conservative, Campbell was a centrist on social issues, fairly international in his worldview, and perhaps less like other business leaders in the province—notably those in the resource, including fossil fuel, sector. Campbell's thinking was also much influenced by the example of California, and its governor at the time, Arnold Schwarzenegger. By the time the Liberals introduced a carbon tax in BC, Schwarzenegger had signed an executive order requiring substantial emissions reductions by 2020, and California had also passed a Global Warming Solutions Act mandating the state's Air Resources Board to identify clean energy policies to achieve that end. After Schwarzenegger's re-election in 2006, he and Campbell spoke on the telephone, arranged for their officials to meet, and then eventually discussed climate change in their own face-to-face meetings (Harrison, 2012).

Contextually, 2007 was perhaps an auspicious time to introduce new environmental initiatives, in that the provincial economy was growing and the unemployment rate hit its lowest level in 32 years. At that time, moreover, Al Gore's film The Inconvenient Truth was generating substantial public interest and concern about climate change, as was (in policy circles) the recently released UK Stern Review. And British Columbians were further reminded of the power and costs of extreme weather events, when an exceptionally strong and damaging wind- and rain-storm swept through the southwestern part of the province in December 2006. Downed electricity lines left some areas without power for days (CBC, 2016).



3. The carbon tax's design and effects

The tax rate was initially set at C$10/ton CO2 equivalent, and the Liberals said they would increase the rate annually by C$5/ton through 2012, by which time it would reach C$30/ton. With the Canadian dollar roughly equal to the U.S. dollar in 2008, this was quite a high rate (Levi et al., 2020). The tax was also broad, applying to more than 70% of greenhouse gas emissions, calculated in terms of CO2 equivalents; as of 2019, this was still the highest share of any carbon tax in the world with a price per ton at least as high (Steenkamp, 2021). The main exemptions were: fuel exports; fuel consumed by planes or ships traveling to or from the province; emissions from farms, forestry, landfills, and some industrial processes; and methane from the production and transmission of fossil fuels.

The tax's impacts on typical consumers were small. For example, the initial level of C$10/ton meant a 2.41 cents per liter (9 cents per gallon) increase in the price of gasoline (Ministry of Finance, 2008a,b). By 2014, the tax still only accounted for 4.4% of gasoline's retail price (Murray and Rivers, 2015). From the point of view of the provincial government budget, by the time the tax was phased in fully to C$30/ton, it was expected to raise about 4.3% of total annual tax revenues. In the 2010–2011 fiscal year, the carbon tax raised C$741 million, or C$168 per provincial resident.

The Liberals emphasized from the beginning that the tax would be completely revenue-neutral. That is, in a tax shift, all new revenues generated by the tax would be recycled as cuts to other taxes payable by businesses and individuals. It would specifically not fund new government programs or spending. During the carbon tax's implementation, the general corporate tax rate therefore shrank from 12 to 10% (tied for the lowest provincial rate in Canada), and the small business rate from 4.5 to 2.5%. Provincial personal income tax rates were reduced (for the lowest two of five brackets only, covering up to about C$70,000 in taxable income) from 5.35 and 8.15 to 5.06 and 7.70%. To address distributional concerns, the legislation also provided for a Low Income Climate Action Credit, a recurring payment combined with an existing quarterly payment to low-income taxpayers as compensation for the federal (and otherwise regressive) Goods and Services Tax.

Finally, the government also paid out a one-time “Climate Action Dividend” to every British Columbian in June 2008, the month before the carbon tax first went into effect. The C$100 “dividend” was literally a paper check in the mail, with Gordon Campbell's name on it. This was a blunt effort by the government to stress the financial benefits of the carbon tax in tandem with the offsetting cuts to other taxes. It was also an inversion of the usual goal of tax policy, which is invisibility (Martin and Gabay, 2018). Here the policymakers wanted a tax credit to be as visible as possible.

Turning to its effects, several studies have concluded that the tax helped reduce some of BC's greenhouse gas emissions, mostly in transportation. By 2011, per capita emissions from sources subject to the tax were down 2.4% in BC, whereas in the rest of Canada they were up 3.9% (Elgie and McClay, 2013). Estimates suggest the tax reduced greenhouse gas emissions in the province by between 5 and 15%, with much of the impact operating through gasoline consumption (Rivers and Schaufele, 2015). The added gasoline price of 7.78 cents per liter (given the C$30/ton rate as of 2012) led to a 12% reduction in overall consumption (Antweiler and Gulati, 2016; Lawley and Thivierge, 2018). The price of diesel also rose marginally (Bernard and Kichian, 2019). And the tax reduced residential natural gas consumption, a common source of heat for BC households, by between 7 and 10% (Xiang and Lawley, 2019). One recent study, though, suggests that the carbon tax's aggregate effect on economy-wide emissions has thus far been negligible, primarily due to low and slow-rising levels of the carbon price (Pretis, 2022).

The economic cost of the tax to the provincial economy or to individual households, studies agree, was minimal. The tax had negligible to no effect on overall economic growth (Murray and Rivers, 2015; Bernard and Kichian, 2021). This is perhaps unsurprising given that the tax package was in fact revenue-negative, with the government paying out slightly more in tax cuts than it received in additional revenues from the new tax (World Bank, 2015). While emissions reductions were achieved at very little financial cost, some emissions-intensive sectors did admittedly suffer (e.g., cement). Still, positive impacts in other sectors compensated for those costs. Based on figures from Statistics Canada (CANSIM series 36-10-0222-01 and 17-10-0005-01), and despite the financial crisis, BC's real GDP per capita was 14.5% higher in 2017 compared to 2007. This was higher than for Canada as a whole (+11%).

In terms of distribution, in the absence of any compensatory measures, carbon taxes can be regressive—representing a larger share of poorer people's incomes. In the case of the BC tax, because of the compensatory measures introduced alongside the tax, studies indicate that any distributional effect was small, and that effect was as likely to be progressive as regressive (Lee and Sanger, 2008; Beck et al., 2015; Murray and Rivers, 2015). That is true even though more than half of the cuts to other taxes funded by the new carbon tax accrued to business, and those cuts were larger than the revenues of the carbon tax itself—such that its net impact was (very slightly) to reduce the overall size of the provincial government. There is little evidence that the Liberal government was especially concerned about the distributional consequences of the tax (perhaps not surprisingly given that the Liberals are right of center). But the distributional implications of the income-tested cuts to other taxes and the flat “Climate Action Dividend” were clearly progressive, which the Liberals would have anticipated.



4. Political reactions and survival

The Liberal government worked hard to promote the tax, including after it was implemented, with communications from the government strongly emphasizing the tax's revenue-neutrality. One document for example explained that the tax's costs could “be offset by income tax reductions. And those who choose to reduce their carbon footprints can save enough on their household expenses to come out ahead financially” (Government of British Columbia, 2008). Likewise, as a consequence of the cuts to business taxes: “B.C. will have one of the most competitive tax environments of any major industrialized economy” (ibid.). At the same time, establishing a clear link between the carbon tax and cuts to other taxes served the purpose of helping to lock in the former: any future government choosing to repeal the carbon tax would either have to re-raise other taxes, or run a deficit, either of which would be politically awkward.

The business community was wary of the tax, though the revenue-neutrality of the package, and the fact that the Liberals had good relations with the private sector generally, meant that ultimately few businesspeople objected. The Vancouver Board of Trade business association, for example, lauded what they called the “very smart carbon tax” (Harrison, 2012). That said, some specific industries and firms were not happy, such as cement producers and other high-emissions firms competing directly with counterparts immediately across the U.S. border. Later on, in the face of such criticism, the government exempted emissions from both greenhouses and fuel used in agriculture, starting in 2012. These concessions appear to have effectively mollified some otherwise vehement critics of the tax, and thereby blunted objections from the provincial business community as a whole—elements of which have long played an obstructive role with respect to climate action. Putting industries in a position where they risk getting a worse settlement—i.e., one without concessions—gives them an incentive not to criticize too strongly the general direction of a policy initiative they dislike (Fairbrother, 2019). The fact that the tax was proposed by a center-right government friendly with and well-connected to the provincial business community allayed concerns somewhat on the part of the private sector. Moreover, even had business wanted to part ways with the Liberals, they would have had no other party with which to ally—given the NDP's close ties to organized labor (Harrison, 2012). The balance of power between the state and the private sector was therefore constructive.

Public opinion was lukewarm. Though some prior polling suggested that offsetting cuts to other taxes would reduce public opposition (Peet and Harrison, 2012), and the Liberals emphasized it abundantly, it is not clear that revenue-neutrality really helped much with voters (Clean Energy Canada, 2015; Rivers and Stokes, 2018). The dividend in particular appears to have been ineffective in winning greater public support, consistent with recent research suggesting that rebates do not work to shift public attitudes toward carbon taxes (Duff, 2008; Karapin, 2020; Mildenberger et al., 2022). Voters doubted the government's promises to make the tax change revenue-neutral (Jaccard, 2012).

Rural residents were especially opposed to the tax. They argued they were forced to deal with colder climates, needed bigger vehicles for driving longer distances, and had fewer low-carbon lifestyle options, like taking public transit or cycling. Yet the government's own analyses, and other studies, showed that rural residents in fact paid less than average for the tax, such that it in fact amounted to a subsidy for them from urban residents; suburbanites around Vancouver drove and so paid more than residents of more remote rural areas (Sustainable Prosperity, 2012). Nevertheless, over time the government attempted to use targeted tax measures to address the criticisms of rural residents, by providing them with a flat C$200 annual benefit, starting in 2011. This Northern and Rural Homeowner Benefit does not appear to have won people over, and so politically was ineffective, and the revenue recycling introduced with the new tax from the beginning was already sufficient to address the tax's disproportionate burden on rural residents (Beck et al., 2016).

In an attempt to take advantage of public skepticism about the tax, the other major political party in BC—the labor-allied New Democratic Party, who had been in power for a decade before 2001—announced their opposition. This position was not a given, as historically the NDP was closer than the Liberals to the province's environmental movement. On the other hand, the NDP represents organized labor, and resource sector unions in BC have often opposed environmental protection initiatives (Hackett, 2021)—a form of the “double representation” that often impedes climate action (Mildenberger, 2020). The NDP voted against the carbon tax legislation in the provincial legislature in 2008, and continued campaigning against the tax, with a provincial election coming up in 2009.

Immediately after the Liberals announced their intention to introduce the tax, in early 2008, polls found more support than opposition. That changed over the course of the next several months, however, as public support for the carbon tax declined by 7 percentage points (Ipsos Reid, 2008; Peet and Harrison, 2012). By the time the tax went into effect at the start of July, public opinion was more hostile than supportive. Given the election on the horizon, the NDP efforts to repeal the tax, and rising public opposition, in hindsight the tax's political survival beyond 2009 was not a given.

As it turned out, world events helped out. With the onset of the global financial crisis in mid-2008, public attention shifted to pocketbook concerns, and the Liberals were widely perceived as more reliable handlers of the economy than the NDP (Rivers and Stokes, 2018). The NDP therefore lost the mid-2009 election, and remained in opposition, despite voters' antipathy toward the carbon tax. Counterfactually, if the financial crisis had not struck, the NDP might have been elected, and the BC carbon tax—like Australia's for example—would have been consigned to history. In that sense, the tax's political fortunes depended on a measure of simple good luck (The Liberals also won re-election in 2013, and the NDP eventually stopped opposing the carbon tax. Only fringe conservative parties continued campaigning to repeal it after that).

What led to the tax's declining popularity in the first half of 2008? The provincial unemployment rate did not begin rising until the fall, so macroeconomic circumstances do not appear to have played a role. On the other hand, there was a marked rise in the consumer price of gasoline, with the average price of a liter in Vancouver Metropolitan Area increasing from $1.058 to $1.464 between January and July 2008. Voters may have thought (erroneously) that the rising prices they were seeing at the pump were related to the introduction of the carbon tax. If so, however, they did not correct themselves in the second half of the year, when the price of gasoline dropped significantly, reaching $0.843 by December. In this period, support for the tax did not change.

Over the course of subsequent years, however, public support for the tax gradually increased (Murray and Rivers, 2015), even if surveys suggest that support for it remained lower than for other climate policies (Rhodes et al., 2014). The modestly growing acceptance of the BC tax is consistent with findings from studies elsewhere suggesting that voters tend to grow more accepting of new environmental taxes as they get used to them (Carattini et al., 2018a; Janusch et al., 2021).

Overall, the political viability of the carbon tax was by no means a given. Though the Liberal government strongly emphasized its revenue-neutrality, it is not clear that this feature of the tax did much to enhance (or reduce) public support. That said, the provincial private sector did not oppose the tax's introduction as strongly as it could have, and public opinion about the tax has become somewhat more positive as years went by. In the short term, in 2008–2009, the tax may have survived politically only because of a measure of good fortune, as public opinion was hostile, but the Liberals were nonetheless returned to power, in the context of a historical financial crisis.



5. Newer developments

Despite the carbon tax, CES, LCFS, and other policies, greenhouse gas emissions rose in BC after 2012. One reason is that the tax rate stopped rising beyond $30/ton, and was not indexed to inflation. Furthermore, when Gordon Campbell stepped down in 2013, the new Liberal Party leader who replaced him, Christy Clark, did not introduce any notable new climate policies. She said that other jurisdictions needed to catch up on climate policy, and that she wanted to avoid the “leakage” of BC industries. The only notable action taken by Clark's government was to introduce performance-based energy efficiency requirements for new buildings, which local governments could choose to adopt in their bylaws on a voluntary basis. The most ambitious such rules could require net-zero-ready buildings so efficient as to generate their own energy via renewable technologies. Currently, 52 communities have implemented some form of bylaws along these lines (Government of British Columbia, 2021).

Climate policy has changed dramatically in the province in recent years. In 2017, Liberal government in BC came to an end and a New Democratic Party (NDP) government replaced them. Crucially, the NDP's control depended on the Green Party, as the 2017 election returned no single party with a majority. The Green Party, with three seats in the legislature, quickly began speaking to both the NDP (with 41 seats) and the Liberals (43). Eventually the Greens and NDP negotiated a Confidence and Supply Agreement (CASA). Given clear initial differences in the parties' election platforms, the CASA ended up having a major impact—magnifying the Greens' influence over the climate policies that the coalition, which lasted until 2020, ultimately adopted.

The center-left NDP, traditionally focused on job creation, labor rights, and social democratic priorities such as health care, had said they would pursue climate action, but had not specified many concrete policy measures (BC NDP, 2017). Their only explicit commitments included matching the carbon tax with the newly announced federal carbon price (discussed below), sending more carbon tax rebate cheques to low- and middle-income households, and enabling energy efficiency retrofits to public buildings and residential homes. Their platform also stated that the government would invest in existing (in many cases polluting) industries, raising doubts about whether the NDP really cared much about climate change.

The Green Party was led, on the other hand, by Andrew Weaver, a successful climate scientist at the University of Victoria, in BC's capital city. And the Greens' platform had spelled out a range of ambitious and specific policy measures, including the legislation of a binding target of reducing emissions 40% by 2030 relative to 2007 levels; annual C$10 increases to the carbon tax rate; higher energy efficiency requirements and supports for existing building retrofits; increasing stringency for the clean electricity standard and the low carbon fuel standard; several forest carbon management and community-level climate promises; and a commitment to stop the construction of a new pipeline meant to transport oil from Alberta to the BC coast.

The CASA reconciling the NDP and Green priorities specified tax rate increases of C$5 per ton, carbon rebate cheques, and most importantly, to implement a climate plan credibly capable of meeting the provincial targets. In addition, the government committed to try to stop the development of the new pipeline project being planned for the province. The BC government proceeded to fight the project in court, arguing there were insufficient oil spill response measures in place (BC NDP, 2017). The federal government eventually purchased the project outright, however, and overruled the opposition from the province, which in this conflict was allied with environmental organizations and Indigenous communities (CBC, 2022).

In early 2018, the NDP announced an increase in the carbon tax rate to C$35/ton, and a plan to raise the rate each year by $5 per ton until reaching the level of $50 per tCO2e in 2021. (Due to Covid, the increase was frozen in 2020, so the rate only rose from $40 to $45 in spring 2021, and reached $50 in 2022.) That brought the tax into line with a federal law, introduced by the Liberal government of Prime Minister Justin Trudeau in 2018, that requires the provinces all to put a minimum price on greenhouse gas emissions. The NDP dedicated new tax revenues to a combination of the general government budget, business, and industry, via an administratively complex system of grants. The tax is thus no longer revenue-neutral.



6. CleanBC 2018

Soon after the conclusion of the CASA in late 2018, the NDP-Green government implemented a new climate plan, known as CleanBC. The plan built on past policies while introducing several new ones, including a newly legislated target of 40% GHG reductions by 2030, as in the original Green Party election platform, and governance mechanisms designed to make the government accountable for meeting the target.

The stringency of existing policies was increased. Aside from increases in the carbon tax rate, outlined above, the transportation emissions intensity reductions required under the low carbon fuel standard were increased from 10 to 20% in by 2030, and additional energy efficiency requirements were added to the building code—with net-zero-ready buildings being mandatory by 2032. The resumption of BC's carbon tax increases coincided with the introduction of the first federal carbon price at C$20/ton starting January 1, 2019, growing in C$10 annual increments to reach C$50 in 2022.

In terms of new policies, the BC government introduced a zero-emission vehicle (ZEV) sales mandate requiring a 10% ZEV market share by 2025, rising to 100% by 2040 for light-duty vehicles. Similar to the LCFS, the ZEV sales mandate did not prescribe a particular vehicle type, allowing fully battery electric vehicles, extended range electric vehicles, hydrogen fuel-cell electric vehicles, and plug-in hybrids to be used as compliance technologies with higher-range all-electric ZEVs receiving more credits that are used to ensure compliance with sectoral market share targets each year. Being a flexible regulation, the ZEV sales mandate also permitted credit trading, allowing under-performing vehicle sellers to purchase credits from sellers who over-perform—thereby essentially cross-subsidizing EV sales.

CleanBC also announced new subsidies and loan programs for energy efficiency home retrofits, purchases of heat pumps, and funding for community climate action and public housing. And it introduced new policies for the industrial sector. Industry in BC, like other heavily extraction-focused, economies, is emissions-intensive. Long-lived capital assets mean the transition to low-carbon technologies is expensive. Moreover, the sector is heavily exposed to trade-based competition, such that firms are quick to complain about other jurisdictions' (supposedly or genuinely) weaker climate policies. For these reasons, industry-focused climate policies are politically difficult to implement (Jaccard, 2020). Nevertheless, the NDP-Green government attempted to address industrial emissions, such as by requiring methane emissions reductions in the upstream natural gas production by 45% by 2025, using leak detection, repair, and methane capture technologies. In addition, the government launched its CleanBC Program for Industry, supported by changes to the carbon tax' revenue-recycling mechanism. Specifically, the carbon tax's former revenue-recycling was changed to preserve income tax reductions only for revenues collected only under the C$30/ton rate. All non-industry revenues above that rate were now to be used for general government spending. And industrial carbon tax payments above C$30 were returned to large emitters via the CleanBC Industrial Incentive Program and CleanBC Industry Fund. Under the incentive program, carbon tax revenues above C$30/ton are returned to those industrial facilities that reduce their emissions intensity relative to an established “best-in-class” worldwide industry benchmark. The industry fund invests a part of carbon tax revenue into emissions-reduction projects targeting energy efficiency, fuel switching, and carbon capture projects.

The full set of CleanBC policies was expected to meet 75% of BC's 2030 emissions reduction target according to the BC government's modeling (Government of British Columbia, 2021). The plan also outlined that the government would develop additional measures in the following 18–24 months to meet the other 25%. Notably, out of the total 18.9 Mt CO2e projected to be reduced by CleanBC measures, the carbon tax (at $50/ton) would reduce emissions by only 1.8 Mt, or < 10%. BC's projected emissions therefore mostly rest on regulatory policies with flexibility mechanisms, such as the LCFS, ZEV sales mandate, and the clean electricity policy. Modeling suggests that BC's climate targets could in fact be met via primary reliance on flexible climate regulations with a smaller contribution from the carbon tax, supporting the provincial modeling conclusions (Doan, 2020). Similar ex-ante findings exist for already implemented or announced flexible climate regulations in Canada's federal policy mix (Canadian Climate Institute, 2022) and California's state-level policy portfolio (California Air Resources Board, 2017), suggesting that carbon taxation does not have to be the main or only policy tool for emission reductions.1 Emerging literature into climate policy mixes also highlights the importance of complementary pricing and non-pricing measures in policy mixes to maximize GHG reductions (Koch et al., 2022).

One reason why the CleanBC target could not be met was the planned development of the supposed “cleanest” in the world export-oriented liquefied natural gas (LNG) industry. This was expected to add up to 3.5 Mt of emissions by 2030. The Green Party leader, Andrew Weaver, strongly opposed to the proposed LNG industry, and an analysis by the left-leaning think tank Canadian Center for Policy Alternatives suggested that LNG-related emissions were being under-estimated (Canadian Press, 2018; Lee, 2019).

Our interviews with former government bureaucrats also suggest that the content of CleanBC reflected concerns among the leadership and staff of certain ministries about the consequences of climate policies for the cost of energy to consumers; the potentially unfair distribution of policies' costs and benefits; and/or the supposedly uncompetitive position that climate action might impose on major industries. Bureaucrats cautioned legislators that BC was too small to invest in breakthrough technologies alone, or to undertake major green infrastructure projects. It would appear then that a mix of bureaucratic considerations—about affordability, competitiveness, and distribution—placed some intra-governmental constraint on policy policymaking at that time, even if the research literature does not suggest the concerns were generally warranted.

On the other hand, in addition to the new policies, CleanBC introduced new accountability mechanisms ensuring the effectiveness and long-term endurance of stringent climate policies. The government committed to issue annual reports on GHG emissions progress under each policy along with emissions forecast for the next three years in the new Climate Change Accountability Act. More importantly, the government formed a Climate Solutions Council, to provide strategic advice on climate policy, including review and public reporting on the effect of ongoing and new policies against climate targets. The Council's mandate was later legislated in February 2020 as a formal independent advisory group providing advice to the Minister of Environment and Climate Change Strategy on climate policy and clean growth. These accountability measures were inspired by the UK's models of the Climate Change Act and Climate Change Committee, a non-departmental public body advising on climate policy. Unlike the UK-originated expert-based advisory group, the BC Climate Solutions Council consisted of sector members from First Nations, environmental organizations, industry, academia, youth, labor, and local government, encouraging collaboration and agreement on climate policy among different sectors. These accountability measures, served as the first governance mechanisms to assess the effectiveness of existing climate policy and provide advice on policy developments.



7. Further measures, and the CleanBC roadmap

In late 2020, after 3 years of NDP-Green government in BC, the leader of the NDP called a snap election. The NDP was enjoying high levels of public support, due to competent handling of the COVID-19 pandemic, and as they hoped the result of the election was an NDP majority government. The NDP were therefore no longer dependent on support from the Greens in the legislature. Even without the Greens, however, the NDP maintained a high level of climate action ambition, perhaps due in part to the lasting influence of the Greens on the thinking of the NDP itself. But this was also compelled by the new climate governance mechanisms described above.

Based on updated modeling and GHG emissions data, the Climate Solution Council warned that existing CleanBC policies would not meet the earlier modeled 75% of the 2030 emissions reduction target, primarily due to changes in historical GHG inventory data (Climate Solutions Council, 2021). Recognizing the inadequacy of existing policies, the Climate Solutions Council (2021) called for a number of additions and improvements to the CleanBC climate plan. These included meeting or exceeding the federal carbon price while protecting emissions-intensive trade-exposed (EITE) industries and low-income households; increasing the stringency of the LCFS and ZEV sales targets; a new program to support local governments; and designing a standard to cap gas utilities' emissions. All of this, moreover, would be accomplished while better including the voices of Indigenous peoples, taking action on adaptation, and considering CleanBC objectives in an “all of government” way.

Pressure from the Council, in combination with the accountability and reporting commitments, and engagement with multiple stakeholders, led to the implementation of a more stringent climate plan in 2021, the CleanBC Roadmap to 2030. The plan adopted most of the Climate Solutions Council's recommendations, including matching the federal carbon pricing schedule, and more stringent transportation, building, and industry policies. These changes also followed after extensive meetings with representatives of Indigenous communities, the private sector, and other levels of government (Government of British Columbia, 2022).

In the meantime, the federal government introduced a more stringent carbon price, rising by C$15/ton annually (rather than the existing C$10) starting in 2023. However, independent analysis showed that even the C$170 carbon price to be achieved by 2030 would not be sufficient to meet BC's 2030 emissions reductions target, especially if the province expands liquefied natural gas (LNG) production (Climate Solutions Council, 2021). In response, the BC government committed to following the federal government's carbon pricing schedule, and increased the clean electricity standard from 93 to 100% of new zero-emissions electricity generation. In transportation, the CleanBC Roadmap proposed to increase the stringency of the ZEV sales mandate to 26% ZEV new market share by 2026, 90% by 2030 and 100% by 2035, and mentioned the intention to expand the application of the mandate to medium- and heavy-duty vehicles similar to California's ZEV sales mandate. Similarly, the stringency of the existing LCFS was increased to a 30% carbon intensity reduction target for all transportation fuels replacing the previous 20% target by 2030. At a local government level, the plan aims to develop transportation network and land use policies to reduce travel demand and switch from driving to cycling, walking, and public transit.

With respect to buildings, the Roadmap applied an emissions standard to the provincial building code, with a requirement that all constructions be zero-emission by 2030. In existing buildings, the province will implement a 100% energy efficiency standard for space and water heating technology, effectively prohibiting the sale of natural gas and oil furnaces, water heaters, and boilers. However, similar to the non-implemented home-heating renewable natural gas regulation announced in the 2018 CleanBC, the newly proposed building emissions policies are yet to be designed and legislated. To ensure these policies do not create affordability concerns, the new plan proposed substantial funding for building energy switching and efficiency retrofit projects, with a specific portion of the funding allocated for First Nations communities.

In industry, the Roadmap's additional policies continue to lack certainty and stringency. According to the new plan, additional revenues from the carbon tax would be spent, via the CleanBC Industry Fund, on innovative low-carbon technologies and programs determined by government. New funding was also announced for industrial electrification projects, along with a requirement for new large industrial facilities to have plans for achieving net-zero emissions by 2050. Perhaps the most stringent newly proposed policy is an emissions cap for natural gas utilities; however, the details of the cap are still uncertain.



8. Conclusions

In 2007, BC adopted the goal of reducing total emissions 33% by 2020, yet as of 2019 emissions had actually increased 5% (BC Government, 2021). Enacting a carbon tax, and the political achievement of defending it from critics, have therefore not made the province a success overall in what matters most: getting on a path to real climate sustainability. In this specific sense, the case validates the negative assessments of carbon pricing skeptics. In particular, emissions from the expansion of the province's natural gas industry have presented a challenge (Houle et al., 2015), and by some criteria other provinces in Canada have even performed better (Canadian Climate Institute, 2020).

On the other hand, counter-factually, emissions would have been even higher without the tax. And in some ways, the case of BC is encouraging: It shows that carbon taxes can be a useful means of reducing greenhouse gas emissions, and at low cost. In per capita terms, emissions declined about 12% from 2008 to 2019—a notable achievement. Moreover, contrary to fears that carbon taxes hit the poor hardest, analyses suggest that the BC tax (coupled with compensatory measures) had negligible impact on distribution; if anything the impacts were progressive. Politically, Campbell and the Liberals' conversion to the cause of climate change, and subsequent policy achievements, show that policymakers can take action on climate change, if they become convinced it is the right thing to do—even if they are on the center-right. Finally, and perhaps most importantly of all, BC's carbon tax has survived. Though by no means all friendly toward the tax, businesspeople have ultimately accepted it—which has been important, given that past experience suggests the province's private sector has substantial power to block legislation it dislikes (Fairbrother, 2003). Public opinion, if not enthusiastic, has also been accepting enough for the tax to endure. Moreover, arguably, without the encouraging precedent of the BC tax, the Canadian federal government of Justin Trudeau might not have been willing or motivated to introduce a national carbon pricing policy a decade later. Paving the way for the federal carbon price was a major achievement of the British Columbia carbon tax.

Yet BC's tax has never particularly popular, and, as we have shown, its political fortunes might easily have turned out very differently. Had the NDP been elected in 2009, which was a real possibility, a new provincial government would probably have eliminated the tax. Arguably, then, all the features that have led the BC tax to be described as a “textbook policy,” perhaps “the purest example of the economist's carbon tax prescription in practice” (Carl and Fedor, 2012; Murray and Rivers, 2015), may have had little or nothing to do with its survival. Carbon taxes have become more common around the world in the years since 2008—there are now more than 30, according to the World Bank (2022). But the lukewarm public support for BC's tax suggests why many governments remain reluctant to introduce them (Mildenberger et al., 2022).

Because of its carbon tax, BC has been a focus of climate policy scholars, and to some extent broader media coverage of climate policymaking, for more than a decade. As the title of an article in the activist magazine Mother Jones shows, BC's tax has drawn significant attention “British Columbia Enacted the Most Significant Carbon Tax in the Western Hemisphere. What Happened Next Is It Worked” (Mooney, 2014). Yet there is a risk that interest in the tax specifically overshadows the fact that the province has also enacted a number of other notable policies, some of which other jurisdictions would do well to follow. Policies like the clean electricity standard, low-carbon fuel standard, zero-emissions vehicle sales mandate, and building efficiency regulations have all led to significant emissions reductions (more than the carbon tax in some cases), and they have done so without much political opposition. The CES and LCFS in particular achieved substantial emissions reductions, yet generated little public debate, unlike the carbon tax.

The recent shift to stringent climate regulations largely reflects the influence of the Green Party over the NDP-led government between 2017 and 2020. That influence was fortuitous, however, and conflicting government objectives and interest group pressure may undermine the introduction or effectiveness of the new policies. Particular pressures might be experienced in the industrial sector where adequate caps and regulatory measures have not yet been designed and implemented. It will be important that (a) the existing policies continue to increase in stringency over time, (b) the announced industrial policies have explicitly defined caps and stringency targets, and (c) governance mechanisms, such as the Climate Advisory Council and annual performance reports, hold the government accountable for policy implementation and ultimately policies' effectiveness. Still, with the recent emergence of new governance mechanisms (the council and accountability reports) the prospects for reductions in the province's emissions are promising.
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Footnotes

1 Ex-ante modeling assessments seem to be the dominant source of emissions reduction information for regulatory climate policy measures. The implicit prices of climate regulations, accompanied with early emergence of data on accountability for each regulation under the BC Climate Change Accountability Act, make it difficult to isolate past emissions impacts of regulations in ex-post studies.
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