
 

A wealth tax forces those responsible for
climate change to pay for it
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A forest fire works it way through a wooded area in Saskatchewan in May 2018.
High-income nations have benefitted enormously from fossil fuels and the
wealthy should now foot the bill to combat climate change. Credit: Joanne
Francis/Unsplash

The costs of climate change are mounting. A wealth tax would provide
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funds to address both the climate crisis and poverty.

Carbon prices implemented by Canada's federal and provincial
governments will end the free disposal of harmful emissions in the
future. High-emission products will become relatively more expensive,
which will shift consumption and investment patterns.

The federal government's plan returns the collected revenue to
Canadians. Therefore, it does not provide funds to address the rising
costs of climate change, such as British Columbia's two consecutive
summers of costly, record-breaking forest fires.

Although wildfires are the culmination of many factors, the number of
fires in Canada has doubled in the past 50 years, a change that scientists
attribute to human-caused climate change. Such events are also predicted
by climate models.

In 1997, the International Panel on Climate Change (IPCC) identified
worsening forest fires as one consequence of climate change for Canada.
Other predicted effects included water quality decline and the
displacement of communities by rising sea levels.

The IPCC recognizes that the effects of climate will not be evenly
distributed. Poor populations will be hardest hit. Perversely, many
vulnerable regions produced few emissions, which is why some are
calling for "climate reparations."

As a wealthy, high-emissions nation, Canada has a responsibility to assist
those who can least afford the impacts of climate change. A wealth tax
would provide funds to help those negatively affected here and abroad.

Part of all wealth is due to free emissions
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It is necessary to distinguish between income and wealth. In economic
terms, income is a flow, wealth is a stock. Income is literally the money
coming in. Wealth is net savings. The pair are obviously related. People
with higher incomes can save more, accumulating more wealth. And
returns on invested savings are a component of income.

There is a well-established link between income and emissions. The
highest-income countries have the the highest per-capita emissions. The 
highest-income members of high-income countries are responsible for
the most emissions.

Because data on wealth is more sparse, the relationship between
emissions and wealth is less clear.

Climate change and wealth are both tied to more than 250 years of fossil
fuel use. Harnessing energy from fossil fuels was key to the Industrial
Revolution, which triggered a dramatic increase in both emissions and
wealth.

Coal-fired steam engines made possible unthinkable scales of
production. This bred innovations, further increasing the scale and
multiplying the variety of products. Great Britain led the way, combining
resources from overseas colonies with its new productivity, dramatically
increasing the nation's wealth.
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https://bit.ly/2yD2FHV
https://www.sciencedirect.com/science/article/pii/S0921800916308345
https://www.researchgate.net/publication/318299714_The_Trade-off_Between_Income_Inequality_and_Carbon_Dioxide_Emissions
https://www.researchgate.net/publication/318299714_The_Trade-off_Between_Income_Inequality_and_Carbon_Dioxide_Emissions
https://bit.ly/2yF1iZl
https://bit.ly/2yF1iZl


 

  

A coal-fired steam engine train is seen in Scotland. Credit: Keith
Bremner/Unsplash

The relationship between emissions and wealth is not one-to-one, but
they are positively linked and have grown together.

For more than two centuries, industry has freely dumped emissions into
the atmosphere. If it had to pay, profits would have been lower and
owners would have accumulated less wealth.

The wealth generated since the start of the Industrial Revolution has
spread beyond the factory owners and their descendants, although wealth
tends to concentrate within families.

4/6

https://press.princeton.edu/titles/7838.html


 

However, even when emissions-tainted wealth departs from the
inheritance trajectory, it does not lose its ill-gotten origins. A portion of
all wealth exists only because of centuries of emissions freely dumped
into the atmosphere.

Growth is unsustainable

Economist Thomas Piketty helped bring the issue of economic
inequality back into the public consciousness. He advocates a wealth tax
as part of the solution to address inequality. Opponents of wealth
redistribution instead argue for growth, claiming that it will "lift all
boats."

The work of Piketty, and others, shows that in recent decades, growth
has not benefited everyone. A study from Swiss bank UBS finds the
wealth of the world's billionaires increased by 19 per cent in 2017.

Worse yet, recent studies have proven that economic growth requires
unsustainable resource use. If we must move to a post-growth economy,
then poverty reduction can only be achieved through redistribution.

Billions could be raised

In 2016, Canada's national wealth was $10.3 trillion. A wealth tax of one-
half of one per cent would raise $51.5 billion. If we restricted the tax to
the richest 20 per cent, who hold 67 per cent of Canada's wealth, we
would still raise $34.6 billion.

The billions collected could be used to fund research and development
of low-emission technology, build renewable energy sources, develop
resilient infrastructure, improve disaster response capabilities and make
climate reparations.
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http://www.hup.harvard.edu/catalog.php?isbn=9780674430006&content=reviews
http://www.hup.harvard.edu/catalog.php?isbn=9780674430006&content=reviews
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https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110004901


 

Present-day wealth distribution is an effective measure of benefit from
past emissions. The wealthier you are, the more responsibility you bear
for climate change.

Some people are already experiencing acute costs associated with
climate change. On the one hand, we have wealth held by those who
benefited from emissions. On the other hand, we have people bearing
the costs of climate change.

A wealth tax would put a price on past emissions and could be used to
mitigate the negative effects of poverty, including vulnerability to
climate change.

This article is republished from The Conversation under a Creative
Commons license. Read the original article.
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