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Purpose of Grant
This grant will help support a new initiative by the Brookings Climate and Energy Economics Project on designing a tax on carbon in the U.S. within the context of more fundamental tax reforms. 
The Brookings Carbon Tax Initiative is analyzing the potential role and design of a carbon tax both with an eye to reducing the federal budget deficit and to financing reductions in other taxes. The project is also assessing how an effectively structured price on carbon can reduce greenhouse gas emissions in the United States. 
The work under this grant is investigating ways to address climate change that also improve the efficiency of the U.S. fiscal system. It will analyze potential improvements to the tax system that simultaneously reduce the federal budget deficit, reduce distortions in the economy, and reduce emissions of climate-disrupting greenhouse gases. A key focus will be to look at the potential to embed a carbon tax in broader tax reform. 
The Initiative will further the substantive discussion of both climate policy and tax reform in the United States. Findings will be communicated to policymakers and stakeholders through written policy briefs, private communications, and public events. Brookings scholars will also collaborate with scholars at other academic and policy research institutions to maximize their productivity and impact.
Project Outline
We are issuing a set of reports and have held a related meeting to offer insights into the economic effects and environmental potential for a carbon tax in the U.S. The work is investigating how to link the introduction of a carbon tax with other tax reforms and environmental regulation reform to a way that increases the efficiency of both. In addition, the project will include new analysis of the regressivity and other distributional effects of greenhouse gas charges, including by region and income class, along with proposals to address any untoward distributional effects. Some of the work will synthesize existing literature, and some work will involve new analysis.
Recent Progress

On July 24, 2012, Brookings scholars issued a discussion paper: “The Potential Role of a Carbon Tax in U.S. Fiscal Reform” (co-authored by Pete Wilcoxen, Adele Morris, and Warwick McKibbin). The paper examines US fiscal reform options with an intertemporal computable general equilibrium model of the world economy called G-Cubed.  Six policy scenarios explore two overarching issues: (1) the effects of a carbon tax under alternative assumptions about the use of the resulting revenue, and (2) the effects of alternative measures that could be used to reduce the budget deficit.  

The paper is available at:

http://www.brookings.edu/research/papers/2012/07/carbon-tax-mckibbin-morris-wilcoxen 

On July 27, 2012, the grant helped support an event in which Brookings and American Enterprise Institute scholars reported findings on their carbon tax research.  

Outcomes of the Project
The outcome of this grant and allied funding for the Brookings Carbon Tax Initiative will include policy briefs, academic research, and meetings and presentations to highlight new and synthesized analysis of combining a new greenhouse gas tax in the U.S. with changes in other taxes and pollution regulation. The policy briefs will be written in non-technical language, accessible to a wide audience, and will be particularly targeted to policymakers. Other works will be shorter and focus on particular tax design issues. Academic papers will be written to inform and influence the peer-reviewed literature on these timely issues.
The dissemination strategy will include presentations, meetings and events, the media, online availability, and social media. The body of work will be repurposed for different media, which may include non-technical papers, academic paper(s) for submission to peer reviewed journals, a policy brief, blog posts, media memos, and other presentations. 
Carbon Tax Initiative Scholars
The co-authors of the research and principal directors of the project are Adele Morris of Brookings and Kevin Hassett of AEI. They will be collaborating with colleagues at Brookings, AEI, and the International Monetary Fund.
Adele Morris is a Fellow in Economic Studies at the Brookings Institution, and the Policy Director of the Climate and Energy Economics Project (CEEP). She brings not only economic expertise, but extensive experience in government, including with the U.S. Treasury, the White House, the State Department, and Congress. In the Clinton Administration she was the Senior Economist for environmental affairs at the President’s Council of Economic Advisers and a lead climate negotiator. She joined Brookings from the U.S. Congress’ Joint Economic Committee.


Kevin Hassett is Senior Fellow and Director of Economic Policy Studies at the American Enterprise Institute. Before joining AEI, Mr. Hassett was a senior economist at the Board of Governors of the Federal Reserve System and an associate professor of economics and finance at the Graduate School of Business of Columbia University, as well as a policy consultant to the Treasury Department during the George H. W. Bush and Clinton administrations. Mr. Hassett is a columnist for National Review.
