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Last month, Canadians for Clean Prosperity commissioned a groundbreaking
economic impact study that revealed that, under the proposed federal backstop
carbon pricing system, households in Ontario, Saskatchewan, and Alberta would
receive more back in carbon dividends than they would pay in carbon pricing
costs, should the government elect to return all revenue collected to citizens,
following what’s known as a “fee and dividend” approach.

As a companion to that report, we have new data that suggests the same is true for
Manitoba, which has stated it will not implement its own system under The Federal
Greenhouse Gas Pollution Pricing Act, and will have the federal “backstop” price
imposed on them come January 2019. This backstop would take the form of a direct
carbon tax, starting at $20 per tonne in January 2019, and rising by $10 per year until
reaching $50 in 2022.

Returning money directly to households in the form of a dividend cheque has been
suggested as a mechanism to ensure that families are not unfairly burdened by
increased energy costs. This does not mean that households would receive back
the same amount that they paid in carbon taxes. Every individual would receive an
equal per capita payment — the more individuals and households can reduce their
greenhouse gas emissions, the more money they will save.

What has been unclear up until now is how a carbon fee & dividend approach would
affect average households in Manitoba, and different household types with different
numbers of people or income levels. Canadians for Clean Prosperity commissioned
Dave Sawyer of EnviroEconomics to investigate:

A. How much Canadians in Manitoba would pay in carbon taxes under the federal
backstop (taking into account both direct and indirect costs);

B. How much revenue would be collected from Manitoba under the federal
backstop; and

c. How much Manitoba households of different compositions and of different
income levels would receive back if the money was returned as carbon
dividends, and whether those households would see net benefits or net costs.

The results show that at almost all income levels and for almost all family types,
families and households would receive more money back in carbon dividends than
they would pay out in carbon taxes or indirect costs.

There will be enough funds to give households back more than they paid in because
carbon taxes are collected not only on households but also on business and
industrial emissions. To ensure jobs are not lost, large emitter companies in trade
sensitive sectors such as cement or steel manufacturing would have their payments
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largely refunded through the federal Output Based Pricing System. However, our
modelling assumes that the federal government would choose to recycle all other
revenues directly to households.

The results show that at almost all income levels and for almost
all family types, families and households would receive more
money back in carbon dividends than they would pay out in
carbon taxes or indirect costs.

Costs

The first table shows the increased direct carbon costs that households would pay
for energy use in Manitoba. This includes costs such as fuel for transportation and
home heating. Note that higher income households tend to emit more carbon than
lower income households.

Figure 1: Manitoba Household Carbon Costs in Purchased Energy ($2017, central value)

Income Group 2019 2020 2021 2022
<$20k $119 $169 $214 $254
$20k- $40k $130 $185 $234 $275
$40K-$60k $147 $209 $262 $306
$60K-$80k $166 $235 $294 $344
$80K-$100K $181 $256 $320 $373
$100K-$150K $197 $279 $349 $407
>150K $224 $317 $396 $461
The second table shows the indirect costs households would pay in Manitoba. These
figures were calculated by looking at the goods and services that typical households
consume in Statistics Canada household consumption expenditure data, and then
calculating the greenhouse gas intensity of that basket of goods and services.

Figure 2: Manitoba Household Indirect Costs in Non-Energy Consumption ($2017, central value)
Income Group 2019 2020 2021 2022
<$20k $36 $53 $69 $85
$20k- $40k $44 $64 $85 $104
$40K-$60k $59 $87 $114 $140
$60K-$80k $66 $97 $128 $158
$80K-$100K $77 $114 $150 $184
$100K-$150K $106 $157 $206 $254
>150K $124 $183 $241 $296
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Benefits

In Manitoba, our modelling suggests individuals would receive $162 per capita in
2019 if all revenues were returned on an equal per capita basis in the province. An
average Manitoba household (2.6 people) would receive $404 in 2019.

Figure 3: Estimated revenue to be returned equally to all Manitoba households or per capita (central estimate)

2019 2020 2021 2022
All revenue
Household $404 $593 $772 $940
Per capita $162 $237 $309 $376
Net Costs / Benefits

Under this scenario, households would face both increased carbon costs and
financial assistance in the form of carbon dividends. Therefore, the question remains,
would most households be further ahead or further behind? Our calculations show
that the vast majority of households in Manitoba at all income levels and family
types would be net financial winners from a carbon dividends system.

Figure 4: Manitoba Net Household Benefit / (Cost) ($2017, central value)
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Income Group 2019 2020 2021 2022
<$20k $251 $372 $490 $603
$20k- $40k $232 $345 $455 $562
$40K-$60k $198 $297 $396 $493
$60K-$80k $173 $261 $350 $439
$80K-$100K $147 $223 $302 $382
$100K-$150K $101 $157 $216 $279
>150K $57 $93 $136 $183




Conclusion

By making it more expensive to pollute, households and businesses become

more incentivized to reduce emissions. Changing habits can help reduce carbon
output, lessening the impact on the environment. This research demonstrates that
the objection that carbon pricing will cost average households in Manitoba large
amounts of money is ill-founded — or at least easily mitigated. By implementing
carbon dividends, the federal government can ensure that typical families will receive
more money back in their dividend cheques than they will face in additional carbon
costs. The study also shows that with carbon dividends, carbon pricing would be
highly progressive. While almost all households would be net beneficiaries, by far
the biggest benefit will go to lower income households. Based on these findings,
Canadians for Clean Prosperity recommends that the federal government use all
revenues collected in provinces subject to the federal carbon pricing backstop to
introduce per capita carbon dividends in those provinces.
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