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Elon Musks Behauptung,
eine Kohlenstoffsteuer
sei eine einfache Losung
fir den Klimawandel

Von Travis Fisher

Am 3. Februar postete Elon Musk eine einfache Botschaft auf X: ,Die
einzige MaBnahme, die zur Lésung des Klimawandels notig ist, ist eine
CO2-Steuer.” Funf Tage spater wurde diese Botschaft Giber 22 Millionen
Mal angesehen. Und das vielleicht aus gutem Grund - sie wird von einem
uberzeugenden Video mit dem Titel ,Elon Musks unglaublich einfache,
morderische Analyse des Klimawandels" begleitet und die Botschaft fur
eine CO2-Steuer ist leicht zu verstehen.
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@elonmusk
The only action needed to solve climate changde is is a carbon tax

G Farzad £ @farzyness - Feb3
Elon Musk's Unbelievably Simple Killer Break Down on Climate Change.

Thank you @DavidCarbutt_ and team for producing this videa!

p=

@ Elon Musk @

what is needed to address
the climate crisis.
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12:45 PM - Feb 3, 2024 - 22.2M Views

Musk makes taxing carbon dioxide (CO32) sound straightforward. However,
the drawback of his message is that it's oversimplified because it ignores
prominent sticking points in the policy debate over the carbon tax.
Specifically, Musk fails to propose the level of the CO; tax—or even
discuss how to derive it—and glosses over the scope and burden of
potential CO2 taxes.

To be clear, | respect Elon Musk—he's a world-changing entrepreneur and
steadfast advocate for free speech. Although | oppose the subsidies and
mandates for electric vehicles in the United States, | appreciate the
renewed competition Musk has brought to the US auto industry with Tesla.
He's also widely considered to be an engineering genius and a
(somewhat) libertarian public figure. Depending on the day, he's also the
richest person in the world (or second or third).

For all these reasons, it's worth digging in when Musk claims to have found
a simple solution to one of the most vexing public policy problems in
human history: climate change.

What Exactly Did Musk Say?

217


https://www.nada.org/legislative/epas-new-electric-vehicle-mandate-too-far-too-fast
https://www.nada.org/legislative/epas-new-electric-vehicle-mandate-too-far-too-fast
http://www.irs.gov/credits-deductions/credits-for-new-clean-vehicles-purchased-in-2023-or-after
http://www.vanityfair.com/news/elon-musk-walter-isaacson-human-emotion
https://www.politico.com/news/magazine/2022/11/23/elon-musks-new-school-tech-libertarianism-00070733
https://www.forbes.com/real-time-billionaires/

22.01.25, 17:02

https://www.cato.org/blog/examining-elon-musks-claim-carbon-tax-simple-solution-climate-change ?fbclid=IwY2xjawH3q69leHRuA2F IbQIXMQAB. ..

Uberpriifung der Behauptung von Elon Musk, eine Kohlenstoffsteuer sei eine einfache Lésung fiir den Klimawandel | Cato at Lib...

Musk's tweet on February 3 is new, but his support for a carbon tax is not.
In fact, the audio used in the eight-minute video accompanying Musk's
tweet comes from a speech he gave at the Panthéon-Sorbonne University
in Paris in December 2015. That speech coincided with the

21st Conference of the Parties to the United Nations Framework
Convention on Climate Change, or COP 21, which gave us the

Paris Agreement.

You can watch video from the longer version of that presentation,
including a Q&A session, or read the full transcript.

It seems Musk's recent message was resurrected in response to the
ongoing farmer protests in Europe. In a reply to his own tweet, Musk
wrote: "We should not, for example, impose draconian laws on farmers or
make citizens uncomfortable by limiting air-conditioner usage!” On the
point of not limiting my air conditioning use in the summer, Musk and |
completely agree.

@elonmusk
We should not, for example, impose draconian laws on farmers or make
citizens uncomfortable by limiting air-conditioner usage!

Keep tax revenue constant, but shift it to tax what is probably bad
(CO2), just like alcohol & cigarettes are taxed more than fruits &
vegetables.

12:54 PM - Feb 3, 2024 - 2.8M Views

The takeaway from the message is simple: ask your legislators to tax CO,
emissions. Much of the short video and the longer presentation reflect
standard economic theory suggesting that the government should tax
negative externalities to internalize the costs of economic activities that
impose a cost on others. Economists tend to refer to these taxes as
“Pigouvian,” named after economist Arthur Cecil Pigou, who pioneered
externality theory in his 1920 work The Economics of Welfare.

So, what fault could anyone possibly find in this approach, particularly
when thousands of American economists support the idea? As with most
simple solutions in politics, it's complicated.

Glaring Omission: What's the Level of the Tax?
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Musk did not specify the external cost per ton of CO, emissions. Instead,
he said: "We need to go from having untaxed negative externality, which is
effectively a hidden carbon subsidy of enormous size, $5.3 trillion a year
according to the IMF every year. We need to move away from this and have
a carbon tax.”" He is no doubt referring to a July 2015 working paper from
the International Monetary Fund (IMF) that claims that the lack of a CO, tax
is itself a subsidy. | agree there is likely an external cost associated with
CO, emissions, but what is it?

First, the IMF paper doesn’t say what Musk claims. It reads, in relevant
part: “While externality cost accounts for the bulk of the post-tax energy
subsidies, at more than 80 percent in both 2013 and 2015, a detailed
examination reveals that about three-fourths of these subsidies are
related to local environmental damages and only about a quarter are due
to global warming effect of CO, emissions.” (emphasis added)

In other words, a carbon tax would only address a quarter of the global
“hidden carbon subsidy,” according to the IMF paper. Further, in the United
States, we already have a robust (and arguably too strict) regulatory
regime addressing the cited local environmental damages from criteria air
pollutants like sulfur dioxide, nitrogen oxides, and particulate matter,
meaning we have addressed those externalities.

Second, if we want to internalize the climate externality, what should be
the level of a CO, tax? Mainstream economics tells us that the optimal
carbon tax would be set at the social cost of CO, (SCC). The IMF relied on
a 2013 US Interagency Working Group study on the SCC that used a 3
percent discount rate and multiple integrated assessment models (IAMs) to
come up with a central estimate of about $43 per ton for the SCC.

If the $43 per ton SCC estimate were a stable or well-supported figure,
Musk might have an economic case for establishing a carbon tax at that
level. But here's where the idea of a CO; tax gets dicey—the level of the
SCC is, at best, an educated guess, and it depends more on the
parameters chosen by the modeler than the magnitude of future costs
and benefits. For example, consider the chart below showing the range
of SCC estimates using the same IAM (the FUND model) under a range of
discount rates.
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FUND Model Average SCC - Baseline, End Year 2300

Discount Rate - Discount Rate - Discount Rate - Discount Rate -

Year 2.50% 3% 5% 7%

2010 $29.69 $16.98 $1.87 -50.53
2020 $32.90 $19.33 $2.54 -$0.37
2030 $36.16 $21.78 §3.31 -$013
2040 $39.53 $24.36 $4.21 £019
2050 $42.98 $27.06 $5.25 $0.63

SOURCE: Kevin Dayaratna, Ross McKitrick, and David Kreutzer, “Empirically-Constrained Climate Sensitivity and the Social Cost of Carbon,” Climate

Changa Economics.

Recall that discount rates are used in cost-benefit analyses to give the
appropriate weight to costs and benefits that occur in the future. The
higher the discount rate, the less weight the model gives to future impacts.
There is a political dimension to this technical question—for example,
advocates of a low discount rate previously argued that the discount rate
should match lower interest rates but have been silent as interest rates
have risen in recent months. It is a hallmark of such arbitrary modeling that
anyone choosing any discount rate could be accused of cherry-picking
and ignoring relevant data.

Note the wide range in the SCC estimates for 2050, when the United
Nations wants the globe to reach net-zero CO3 emissions. Using a 2.5
percent discount rate, the 2050 SCC will be about $43 per ton, which is
right at the 2013 working group estimate and very close to the 2016
working group estimate of $42 per ton. But when we look at the 2050 SCC
using a 7 percent discount rate, it implies the economically efficient carbon
tax would be just $0.63 per ton of CO2. An amount so low would scarcely
warrant a new federal regime designed to collect it, and it certainly would
not drive the global economy to net-zero CO2 emissions.

The optimal level of the CO3 tax should be a central component of Musk’s
proposal, yet he declines to offer his own SCC estimate. Perhaps that is the
safest territory, given that the US federal government’s estimates of the
global SCC have ranged from $43 per ton (under President Barack Obama,
3 percent discount rate) to $6-9 per ton (under President Donald Trump, 7
percent discount rate) to $53-63 per ton (Trump, 3 percent discount rate)
to $190 per ton (under President Biden, 2 percent discount rate). If the
global SCC—the climate externality—could just as easily be zero as $50
per ton or $200 per ton, what is the economic imperative to internalize it?

One final point about the level of the carbon tax. In the Q&A portion of the
2015 speech in Paris, Musk said: “Any price you put on it will be more right
than close to zero, which it is right now.” In his defense, maybe he meant
any politically feasible carbon price, which would likely be very low
(according to the most recent data, just 38 percent of Americans say they
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are willing to pay a monthly carbon fee of $1). But taking Musk literally, it is
easy to imagine a CO, tax that is less right than zero. Take, for example, a

carbon tax of $500 per ton. Even if we think the SCC is $190 per ton, zero

is closer to that than $500 per ton.

The Scope and Burden of a Carbon Tax

It's unclear whether Musk would be willing to establish a global
governance system to create and enforce a global CO5 tax. He only said,
“Whenever you have the opportunity, talk to the politicians. Ask them to
enact a carbon tax.” But there are no global politicians, thankfully, and
many of the people and politicians of other nations are focused on
economic growth, even if it means increased emissions.

In the United States, we have a bevy of local, state, and federal policies
that address the climate externality, and that regulatory cocktail cannot be
unmixed. With so many existing regulations, mandates, and subsidies—and
a few subnational CO; cap and trade policies—does it make sense to layer
a CO7 tax on top of everything else?

The choice of a national or global scope also impacts SCC estimates. The
Government Accountability Office explained under the Trump
administration: “Current national estimates are based on domestic
damages and are about 7 times lower than prior estimates based on
global damages.”

Regarding the burden of a carbon tax (meaning who pays it), Musk said,
“"Maybe it takes five years before the carbon taxes are very high so that
means that only companies that don't take action today will suffer in five
years."” This statement implies that companies will be the ones suffering
under a regime of very high CO, taxes. It ignores the fact that energy costs
are baked into the manufacturing, transportation, and operating costs of
everything a consumer buys. Consumers who don't radically change their
lifestyles will also suffer.

For example, a CO, tax of $190 per ton translates to an increase of $1.71
per gallon of gasoline. That means today's average price of about $3.15
per gallon would rise to $4.86 per gallon if the Biden administration
implemented a carbon tax at its most recent estimate of the SCC. Musk
claims the increased costs could be offset by reductions in other types of
taxes, but it's difficult to imagine a CO, tax scheme that would not be
regressive, damaging to the overall economy, and harmful to consumers.
Put differently, if fossil fuel companies were the main ones hurt by a CO,
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tax, someone will have to explain to me why so many of them advocate
for it.

SchlieBlich besteht ein groBer politischer Ermessensspielraum bei der
Schatzung der Emissionen verschiedener Konsumgdter, wie wir aus den
jungsten Debatten Uber CO2 -basierte Zolle auf importierte Waren
erfahren haben. Dies ist ein weiteres praktisches Problem bei der
Einfuhrung einer konjenstoffsteuer — NELEN Vielen anderen, darunter das
grundlegende Problem, ein Preisinstrument zu verwenden, um ein
Emissionsmengenziel (Netto-Null) zu erreichen -, das in Musks Video nicht
angesprochen wird.

Abschluss

Vor kurzem haben einige Forscher eingeraumt , dass eine CO2-Steuer
keine einfache oder umfassende Losung ist. Ich fir meinen Teil wiinsche
mir, dass mehr Experten offen Uber die Komplexitat der Klimapolitik
sprechen wurden, insbesondere bei der Einschatzung des AusmaBes der
durch Kohlendioxid verursachten externen Effekte. Leider hat Elon Musk,
ohne zu versuchen, die methodischen Probleme zu I6sen, bei Millionen von
Anhangern den Eindruck hinterlassen, dass eine CO2-Steuer , die einzige
MaBnahme ist, die zur Losung des Klimawandels erforderlich ist".
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