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Is Carbon Motivated Border Tax Justifiable?

Lin Bogianggband Li Aijunc
(a:New Huadu Business School, Minjiang University; b: China Center for Energy Economics Research,

Xiamen University; c: Shandong University)

Abstract Carbon motivated border taxCMBT for short)came into practice when EU levied airline carbon tax in January
2012.Due to large carbon emissions and incremental carbon emissions, China would face the challenge of CMBT. CMBT
could reduce China’s carbon emissions, and energy tax or carbon tax(termed as CMBT -emission-equivalent policies)in
China could also reduce carbon emissions. Then, which policy option would be more effective to reduce carbon emissions?
Put it differently,could carbon emissions reduction justify CMBT?The paper applies a multination CGE trying to analyze
and answer these questions.Our simulation results based on CGE model indicate that there would be significant differences
in the effects between CMBT and CMBT-emission—-equivalent policies.Compared to CMBT -emission-equivalent policies,
CMBT would be more costly in reducing carbon emissions,resulting in high carbon leakage rate, and contribute less to
world’s emission reduction. Therefore, carbon emissions reduciton alone will not justify CMBT. However, CMBT could
function as an effective coercive measure to force developing economies to accept carbon emission reduction targets and
apply more carbon reduction policy measures.
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