|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

Paris after Trump: Carbon Tariffs Reloaded: Discussion

lan Sheldon

Selected Paper prepared for presentation at the International Agricultural Trade Research Consortium’s (IATRC’s) 2016 Annual Meeting:
Climate Change and International Agricultural Trade in the Aftermath of COP21, December 11-13, 2016, Scottsdale, AZ.

Copyright 2016 by lan Sheldon. All rights reserved. Readers may make verbatim copies of this document for non-commercial purposes by any
means, provided that this copyright notice appears on all such copies.



“Paris after Trump: Carbon Tariffs Reloaded”
Discussion

lan Sheldon
Ohio State University

IATRC Theme Day

December 11, 2016
Scottsdale, AZ

B

i



https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiI8MqkkdfJAhVHWSYKHTW5CUMQjRwIBw&url=https://commons.wikimedia.org/wiki/File:2013_Ohio_State_Buckeyes_logo.svg&psig=AFQjCNFOoqxTCG7BXAISICPEh6u6Nc-C1Q&ust=1450037635293021
https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiI8MqkkdfJAhVHWSYKHTW5CUMQjRwIBw&url=https://commons.wikimedia.org/wiki/File:2013_Ohio_State_Buckeyes_logo.svg&psig=AFQjCNFOoqxTCG7BXAISICPEh6u6Nc-C1Q&ust=1450037635293021

Background to Carbon Tariffs

Basic problem: free riding of non-coalition countries in
presence of global public bad

Policy prescription: in presence of emissions tax, coalition
countries should adopt carbon tariffs targeted at trade in
carbon-intensive products

Hoel (1996): import tariffs/export subsidies negatively
affect terms of trade of non-coalition countries, thereby
reducing leakage

Differential emissions pricing if trade policies not allowed



Earlier Results

" Bohringer et al. (2014): evaluate impact of differential
emissions taxes, separating out terms-of-trade and leakage
effects — uniform tax remains valid

Clever decomposition method

Bohringer et al. (2016): examine strategic impact of carbon
tariffs in Nash game — induces cooperation from non-coalition
countries (China, Russia)

Adds to literature on cooperation over climate change

Bohringer et al. (2016): carbon tariffs reduce emissions, but
not very cost-effective, and burden of reducing emissions
shifted to developing countries

Use of non-utilitarian social welfare functions interesting



Current Paper

Uses CGE methodology to evaluate retaliatory carbon
tariffs by coalition members against US if it withdraws
from Paris Agreement

Also evaluates escalation of trade war between Paris
coalition and US

Key result: US lower welfare loss from trade war than if it
commits to Paris Agreement

Coalition welfare losses higher than for US in trade war



Comments

If assumption of competition is dropped, what is potential for
rent-shifting and other welfare effects (Conrad, 1993)?

What if carbon tariffs are designed to meet WTO/GATT rules on
border tax adjustments for domestic excise taxes?

How are carbon tariffs a credible threat to non-coalition
countries in Nash game?

If carbon tariffs are due to lobbying by import-
competing/energy-intensive industries, how do they fit into
Grossman-Helpman (1994) setting?

What defines optimal tariff when US retaliates?

Why does US lose so little from escalating trade war?



