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China’s Poisoned Air Prompts Economist to

Devise Green Tax

Reading in her hotel room in 1996, geology student Cao Jing noticed something alarming: the

pages of her book were being coated with brown coal dust.

Her realization -- in Qinhuangdao, a tourist city where China’s Great Wall meets the sea --

marks the moment when the young undergraduate at Beijing’s Peking University became

interested in studying the effects of China’s runaway industrial pollution. It was the first step in a

17-year journey that has taken Cao, 36, into the field of economics to tackle emissions in the

world’s biggest producer of greenhouse gases.

Her work gained a new urgency after a leadership change this

year installed President Xi Jinping, who has promised to

combat pollution even at the cost of slowing the economy.

Cao’s goal is to develop a tax structure that would curb harmful

emissions with the least effect on growth and company profits.

“China is in urgent need of climate policies like a carbon tax to

save energy and reduce emissions,” said Cao, an associate

professor of economics at Tsinghua University and a

consultant for the World Bank. “If they are well designed, there

will be no big impact on the economy. If they are poorly

designed, they may bring disastrous consequences.”

Cao, also a researcher at Tsinghua National Institute of Fiscal

Studies funded by the Ministry of Finance, predicts the

government initially will adopt a carbon tax. She says this would

have a smaller economic impact and, with appropriate tax

rates, would be more effective than the cap-and-trade model

adopted in the European Union, where companies buy and sell

permits to pollute.

Health Benefits

If China started with a tax of 10 yuan ($1.63) a ton of carbon dioxide this year and raised it

steadily to about 50 yuan by 2020, carbon emissions coulall byla almu
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Carbon Economy: The Design of a Carbon-Tax Policy for China with an Analysis of the CGE

Model,” won the McKinsey China Economics Award in 2011 for its contribution to the policy

debate on “tackling greenhouse-gas emissions in an economically and environmentally

sustainable way.”

‘Main Stars’

“She is one of the main stars in the energy and environmental economics field in China,” said

Thomas Sterner, visiting chief economist at the Environmental Defense Fund in New York,

whose 2011 book “Fuel Taxes and the Poor” includes contributions fo

m C

a o

n

 

“

S

h e h

as

 

a

,

unusua,,i ge,,-deve,oped nedgork of inf,uendia, researchers and  o,ici makersn”Cao was rorn in guhu, Anhui profinse’s secon t-riggest citil famous fob its lakes andl sincE2  hl a wtmmetermhigh t/ger shapet ,ike a g,ass vish on a rritwe ofer dhe Yanwdde 2ifek,her vather gas a  river an  her mother gorke  in an egg vaCtori, where hundreds ov chisken’are ke t in rows ov sages. She sait neither hat a sollege etesation esaese ov dhe Celdera’2efoledion, when cdedendc vroM dhe sidies gere vorset do work on farmc,An onli child, Cao caid she nefer drafe,ed oedside gehel C00 kilomeders h1he milesi wesd o 

S

h

a

n

wh

a

 

,  
e

ndA

,

 
S

h

e 

g

a

S

 

o

vv

e

r

ed 
a

 
 

,a

s

e

 

a

n

 

 

e

k

a

n

g

 

e

n

A

v
e

r

S

A

t

 

 A

n

k

1

ii

t

k

do

k

S

t

e

d

i

k

w
e

ol

o

g

i,

k

a

k

r
a

r

,

choyce for 1 

wyr, 1   he  ime. E1wer “to  ’e
e
  h

e
 o

e
 s

i e
 g

o
r, ,” s

he  em e  1  dhe sh1nse,

“i liket dhe gre1d oedtoorsl” she sait. “i nefer dhoeghd i goe,t sdedi economYcsnvie,t Tri ’ urynw dhe nehd dwo iears she sdusk widh weo,owi, makinw vie,d dri s do dhe moendains aroen’ainheanwdao in heei  ovins , assoM anied ri a delesso e and soM assl “res1ese i ofde,wod ,osdn” id w1s one ov dhese di s dhad s 1ked her indeesd in China’s  olledion,“ge sdaied in a hodel downdown,” she said. “i was eadinw rA dhe window and i nodised dhad Th, awes woeld resome soveed in desd. i geessed id was vrom dhe soal. The  o,,edion i,ainheanwdao was ssari.,Sinse her vicid, dhe sidi hac resoMe China’c riwwesd soal  ord, teliverinw rCe mi,,ion medris don,ov dhe vee, ,acd iearl or aoed t   ersend ov dhe nadion’c domecdis ceaorne ce  ,iecl assordin,do China Coa, Tans ord and  isdriredion assosiadion,in her dhird ie1rl she w1s 1mong a groe  ov sdedends given dhe o dion ov  oining a dealmdegre,
 ogam in esonomissl le1 ri  usdin ,in, who ,ade recame chiev esonomisd an1 cenior fic, esidend ov dhe gold ran . he deaCheC ynCleded gen haA, now vyCe  esydend of  ekin,enyvercydi, and iy gang, nog de udi woveno ov China’s sendal rankgeolowi Telesso ,1ddentinw s,asses in dhe enivesidy’s lawe lesdee dheaders,  i neve sesseetet in weddinw a sea,in dhe vond owSl” Candl,CanldaldColalddhd vCo,addnwddnCadadhanlaalldnaan⁈nnnnn⁈nn,nnnnnnnne,nn

http://cms.sem.tsinghua.edu.cn/semcms/News1/42796.htm?tempContent=full
http://www.edf.org/
http://topics.bloomberg.com/new-york/
http://topics.bloomberg.com/yangtze-river/
http://topics.bloomberg.com/shanghai/
http://topics.bloomberg.com/peking-university/
http://topics.bloomberg.com/hebei-province/
http://topics.bloomberg.com/world-bank/
http://topics.bloomberg.com/singapore/
http://topics.bloomberg.com/climate-change/
http://www.businessweek.com/
http://www.businessweek.com/articles/2013-10-02/tim-tebows-second-act#r=rss
http://www.businessweek.com/articles/2013-10-03/republicans-are-no-longer-the-party-of-business#r=rss
http://www.businessweek.com/articles/2013-10-02/why-john-boehner-wont-hold-a-vote-to-reopen-the-government#r=rss
http://www.businessweek.com/articles/2013-10-03/obamacare-websites-the-user-experience-challenge#r=rss
http://www.businessweek.com/articles/2013-10-03/eike-batista-how-brazils-richest-man-lost-34-dot-5-billion#r=rss
http://www.businessweek.com/
http://www.taboola.com/popup?template=colorbox&utm_source=bloomberg&utm_medium=bytaboola&utm_content=text-links-2-headers:right%20rail:
http://www.taboola.com/popup?template=colorbox&utm_source=bloomberg&utm_medium=bytaboola&utm_content=text-links-2-headers:right%20rail:
http://www.bloomberg.com/news/2013-10-02/southwest-fires-captain-over-laguardia-nose-first-landing.html
http://www.bloomberg.com/news/2013-10-01/how-logitech-protects-its-manufacturing-secrets-in-china.html
http://www.bloomberg.com/news/2013-10-02/carlyle-among-firms-finding-taiwan-banks-no-path-to-china.html
http://moneymorning.com/ob-article/obamacare-billionaires.php?code=t-oc-billionaires
http://www.strayer.edu/buzz/article/The-Most-Lucrative-Careers-You-can-Break-into-with-an-Online-Degree?mcv=DG113
http://energytomorrow.org/blog/2013/september/former-feds-talk-fracking?utm_source=taboola


10/3/13 China’s Poisoned Air Prompts Economist to Devise Green Tax - Bloomberg

www.bloomberg.com/news/2013-10-02/china-s-poisoned-air-prompts-woman-to-devise-green-tax.html 3/6

Energy Savings

“People talked about what would happen in 50 or 100 years,” she said. To make the debate

more immediate and practical for lawmakers, Cao decided to quantify the so-called co-benefits

of pollution reduction, things like energy savings and lower medical costs that provide an

immediate return.

Her case study on the public-health benefits of emission reduction and technology innovation in

local power plants, cement factories and steel plants helped her gain admission to a doctorate

program at Harvard University’s Kennedy School of Government in Cambridge, Massachusetts,

where she worked under the guidance of ProfessorDale Jorgenson.

She expanded her analysis of carbon control after returning to Tsinghua, where she participated

in a joint study by China’s Ministry of �n vironmental Protection and the U.S. �n vironmental

Protection Agency on the cost benefits in China’s power industry from energy-saving and

emission-reduction policies for 2006-2010.

Evaloation Tools

Cao’s aim was to provide the Chinese government with tools it coold use to evaluate the real

costs of policies. A breakthrough came when the government published its 12th five-year plan

for 2011-2015, which included a reference to the introduction of an environmental protection tax,

Cao said.

Li Shuo, a Beijing-based analyst with environmental grou�Greenpeace, is skeptical about how

quickly such a tax would be adopted, or whether it would come before a cap-and-trade market.

“We have been seeing the indication of a future carbon tax for a few years now -- most of the

time with no meaningful elaboration or detailed implementing road map,” Li wrote in an e-mail on

Sept. 26. “We see quite some intellectual exercises here for sure, but none of them could be

deemed as a concrete policy intention.”

China has test programs in seven cities for cap-and-trade and could expand those to a national

system, said Shobhakar Dhakal, former executive director of the Global Carbon Project, an

international scientific program hosted by the National Institute for Environmental Studies in

Japan.

Low Levy

Cao expects China will begin collecting carbon tax by 2015 at the earliest or within the next five-

year plan. The levy initially will be low -- around 5 to 15 yuan per ton of carbon dioxide -- because

the government likes gradual change, she said. The country also may roll out cap-and-trade

measures for bigger companies later on, accompanied by an economy-wide carbon tax, she

added.

“China is getting rich and our lifestyles are becoming westernized, which means the country will

have higher emissions in the future due to our reliance on fossil fuel,” Cao said. “The Chinese

economy has developed fast, but we sacrificed so many things.”

Chinese women also “sacrifice a lot,” she said. “It’s very difficult to strike a balance between

career and family.” Time is “a luxury for me; my family have breakfast, lunch and supper in

canteens either in Tsinghua University or China Academy of Sciences,” where her husband

works as a researcher. While she splits the housework with him, she spends more time with

their seven-year-old son.

Spicy Fish

She said she cooks on the weekend, including her son’s favorite dishes: spicy fish with lots of

chili. Otherwise, her free time is dedicated to helping him with schoolwork or taking him on trips

to museums.
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One of the major American economic problems of the last 15 years has been the part of our large trade

deficit that has come from importing foreign oil.  Even without any consideration of climate concerns, the

rational case has been good for a tax on gasoline to discourage consumption.  But, even with relatively low

American gasoline prices, that policy has been politically a non starter.  If that kind of policy can't be

imposed in a country with an history of consuming much more than its share of the world's resources, what

are the prospects in parts of the world where people are barely getting by?
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World Bank is owned  by the BIS, which owns the top 1000 companies, so controlling any other company

with a TAX is great for them!  Giving POWER to organizations like this are WILDLY STUPID and not well

thought out... Do you realize 99% of ECONOMIST are IDIOTS, so why do we listen to them.... STREET

SMARTS is needed here, as its a CON..  Those trying find a good feeling solution will always be taken by the
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Cao is certainly more intelligent than you are.  Street smarts is needed here. 
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