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We deflate the nominal value of the carbon tax to $140 to 

account for inflation. We estimate that a carbon tax of this 

magnitude will result in a 26% reduction in carbon-dioxide 

emissions. This will not be su�icient to reach the Paris 

target. We estimate that a constant-dollar carbon tax of 

$243 per tonne would be required to get 2030 emissions 

down to the Paris target, and it would need to increase 

continually thereafter to keep emissions constant in the 

context of a growing population. 

A key finding of this analysis is that introducing the carbon 

tax will cause rather pronounced reductions in revenues 

elsewhere in the tax system, such that the government 

will not be able to refund household carbon-tax payments 
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to the extent it has promised without going into deficit. 

The net increase in government revenue will only cover 

about 28% of the carbon taxes on final demand. If the 

government intends to rebate 90% of the revenue and use 

10% to increase spending elsewhere, it will add about $22 

billion annually to the consolidated government deficit.
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