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Carbon price reform doable without burden to citizens

MCC quantified the consequences of higher energy levies on four typical private households, incorporating a
recycling of revenues in the form of a uniform per capita reimbursement.

Berlin, 06/05/2019. Using a carbon price to advance climate mitigation in the transport and building sector
— an option currently being discussed by the German government — is feasible in a way that does not really
affect the overall income available to typical private households. The Berlin climate research institute MCC
(Mercator Research Institute on Global Commons and Climate Change) recently quantified how this could
work. The calculation is based on data, provided by the EU Household Budget Survey, on the expenditure
structure of people living in Germany. “The net effect in the introduction phase of such a carbon price reform
was estimated to range between a net burden of 38 euros and a net relief of 19 euros per year, depending
on the type of household,” says Matthias Kalkuhl, head of the MCC working group Economic Growth and
Human Development. Later on, typical families in large cities could be relieved by more than 200 euros a year,
while households with a high income could be burdened by about 150 euros a year.

The calculations are oriented towards a reform concept developed by MCC Director Ottmar Edenhofer and
Christoph Schmidt, head of the German Council of Economic Experts. If realized, the reform would, in 2020,
implement a change in energy taxes on heating oil, natural gas and other fossil fuels used for heating, which
would then translate into an implicit price of initially 20 euros per tonne of emitted CO.. In the case of fuel,
the carbon price would be added to the existing taxes, which are being justified primarily to fund road
construction and pension plans. The electricity tax would be reduced to the European minimum level. The
overall revenue from this price reform would be returned to the citizens as a uniform per capita

reimbursement.

In order to bring the climate targets in reach, the carbon price would have to rise continuously after 2020.
The MCC calculation therefore also determined the consequences of a price of 40 and 60 euros:

Type of household Annual net burden (-) or relief (+), expressed in
euro, at a per-tonne carbon price of ...
... 20 euros ... 40 euros ... 60 euros
Top 10-percent income, metropolitan, 2 adults -8 77 -153
Middle class income, metropolitan, 2 adults, 2 children -11 +108 +236
Middle class income, rural, 2 adults, 2 children -38 -17 +12
Lowest 10-percent income bracket, urbanized, single +19 +40 +60

These calculations are published in the current issue of the magazine Wirtschaftswoche.
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https://www.mcc-berlin.net/en/about/team/kalkuhl-matthias.html
https://www.mcc-berlin.net/en/institute/team/edenhofer-ottmar.html
http://www.rwi-essen.de/publikationen/rwi-positionen/450/
https://www.wiwo.de/politik/deutschland/neue-untersuchung-co2-steuer-ohne-zusaetzliche-belastung-fuer-familien-und-geringverdiener/24279688.html
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About the MCC

The MCC explores sustainable management as well as the use of common goods such as global
environmental systems and social infrastructures against the background of climate change. Our seven
working groups are active in the fields of economic growth and development, resources and international
trade, cities and infrastructure, governance and scientific policy advice. The MCC was co-founded by the
Mercator Foundation and the Potsdam Institute for Climate Impact Research (PIK).
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