When Will Vermonters Buy a Carbon Tax?  It's Complicated
by Evan Lehmann
Dec. 3, 2014 - Even in a very blue state, a carbon tax doesn't always shine like gold.
A new effort in Vermont to put a price on carbon emissions from the transportation sector is still seeking traction, 3 weeks after a coalition of supporters unveiled a plan to enact a carbon tax that rises from $5 to $50 over 10 years.
Since then, several state leaders have approached the idea cautiously, raising the prospects of a prolonged discussion about a policy that some believe might not receive a vote before 2017, if then.  "I think it's at least a 3-year process," said state Rep. Tony Klein, the Democratic chairman of the Natural Resources and Energy Committee and a proponent of taxing carbon.
The long and possibly bumpy road ahead reflects the challenges of passing new climate legislation, even in a liberal state where a majority supports action on global warming, and where the Legislature is Democratic through and through.
The plan introduced last month by Energy Independent Vermont, a coalition of 15 environmental groups and businesses, came on the heels of a bruising gubernatorial race that caught many by surprise, including Democratic Gov. Peter Shumlin.  It prompted him to admit being "humbled" by the near-victory of his little-known challenger, Republican Scott Milne, who came within 2,500 votes of taking the seat.
Some observers attribute the cautious handling of the carbon tax to that uneasy political backdrop, in which voters expressed concern about moving too quickly toward major policy changes like a single-payer health care program, Shumlin's top priority.
It's also a period of economic challenges in Vermont, including a $100 million shortfall in next year's budget and uncertain health care costs, that might be adding to lawmakers' skepticism about diving into a climate debate that could result in incremental increases in the price of gasoline.
Start of a ‘Pretty Long Conversation'
State House Speaker Shapleigh Smith, a Democrat, said last week that carbon tax legislation won't be voted on in the House in 2015, because "there needs to be a pretty long conversation with Vermonters about whether they think this is the right direction," according to the Vermont Press Bureau.
Meanwhile, Shumlin, a strong supporter of climate action and a proponent of a national carbon tax, expressed caution about a state-based initiative that might result in motorists crossing Vermont's long border with New Hampshire to buy gasoline.
"It's much more difficult for a small state to do a carbon tax than a region or the country," Shumlin said at a press conference last month.
Still, even with the cautious approach by lawmakers, supporters say Vermont stands to be among the leaders when it comes to taxing transportation emissions.  No state currently has such a policy, though California, Massachusetts, Oregon and Washington state are considering it.
Ben Walsh, a clean energy advocate with the Vermont Public Interest Research Group, a member of the carbon tax coalition, said the group had always planned to approach the tax with patience.  He said it's natural that people would have a knee-jerk reaction to the "T word."  "We recognize that we have to make the case to Vermonters," Walsh said.  "We also need to make the case politically to the Legislature.  All of those things are going to take time."
He hopes the group's proposal, which would steer 90% of the carbon tax's revenue back to residents and businesses, while using 10% for investments in clean energy, gets hearings in Klein's committee and others in 2015.  He said the plan is just a starting point that could change.
'You Don't Do That in an Election Year'
But others, such as Klein, believe the next opportunity for a House vote could slip past this legislative session, which ends in 2016, because of presidential politics and unease about taxing transportation fuel in Vermont, where people often drive long distances.  The tax proposal would also fall on heating oil, commonly used during cold New England winters.  "It won't be [in 2016], because you don't do that in an election year," Klein said of voting on a carbon tax.
Klein plans to introduce his own legislation to tax carbon.  The revenue would be used in part to fund education and would be offset by reducing the state's sales tax.  The plan proposed by the coalition Energy Independent Vermont would phase in a carbon tax that rises from $5 to $50 over a decade; it would raise $35 million in the first year and up to $250 million in its 10th year, reducing more than 1 million metric tons of carbon emissions a year, according to the group.
But those benefits might be hard to see if they threaten the recent dip in gasoline prices.  "Everybody in Vermont is just thrilled to death that our gas is now at $2.99 a gallon, down from $3.75," Klein said.  "They don't even make the connection that, 'Well, where was that 75¢ going?'  Right into the oil companies' pocket all the time, and nobody said peep.  And you want to put a 5¢-a-gallon [carbon] tax on it and 'Oh, my God.'  It's like you just committed heresy."
Just debating a carbon tax would put Vermont far ahead of national policies, which are poised under U.S. EPA to regulate emissions at electric power plants, accounting for about 40% of the country's emissions.  Transportation produces nearly as much greenhouse gases.
Is the Time ‘Right' Now?
For proponents of a federal carbon tax, like Charles Komanoff, director of the Carbon Tax Center, a state policy could provide "proof of concept" for a national program.
Among Vermont Republicans, the idea of a carbon tax is not as politicized as it is in Washington, D.C., where advocates have worked unsuccessfully to find a Republican supporter to lead a "tax swap" effort that would enact a carbon tax while reducing rates detested by conservatives, like corporate income taxes.
"I see how it helps the region and maybe catches on and helps the world," Vermont Rep. William Canfield, the top Republican on Klein's committee, said of taxing carbon.  "It's still a new tax, so I'm not sure what the appetite's gonna be."
It's also unclear whether the appeal of a carbon tax will grow as its supporters make their case, or if the likelihood of approving the policy will diminish after the 2016 elections, when Republicans could expand their grip on the state Legislature or even occupy the governor's office.
"You would certainly think that if any time is right, it would be this time period," said Kevin Jones, deputy director of the Institute for Energy and the Environment at Vermont Law School.  Even then, he believes the policy would face a tough climb, given the Legislature's focus on other policies, which might include transforming the state's alternative energy program into a renewable portfolio standard.
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