Building a green economy in Washington State 
July 30, 2012

This document describes how a policy roughly paralleling the successful carbon tax in BC could build the green economy in Washington State. The proposal totals about $2.3 billion/year and is 50% tax cuts, 50% public investments:
$160m/year to rebate or eliminate all state B&O taxes for manufacturers. This will help manufacturers adapt to carbon taxes and maintain competitiveness.

$200m/year to extend high-tech R&D tax credits. These are slated to expire in 2015.

$140m/year for the Working Families Rebates. Tax rebates of up to $1000 a year for about 400,000 low-income working households in Washington State. 

About $650m/year in property tax rebates. These would perhaps be tied to property owners providing evidence that they’ve had an energy audit in the previous 5 years. (They don’t need to have acted on the audit, just been informed by it.) 

$200m/year for energy efficiency and clean energy programs. Both private and public.

$950m/year in transportation funding: The governor’s Connecting Washington Task Force released a report in January 2012 calling for “an investment of $21 billion in state funding during the next ten years”, with almost $8 billion just for maintenance and operations of existing infrastructure. A related revenue document contained this graph:
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Policy outline

Carbon tax rate: A tax of $30 per metric ton of CO2 on all fossil fuels purchased for combustion in the state and (if feasible) the carbon content of imported electricity. This tax would amount to about $0.30/gallon of gasoline or diesel; about $0.03/kWh of electricity from coal; and about $0.015/kWh of electricity from natural gas.  

Climate benefit: Fossil fuel combustion accounts for about 85% of the 100 million metric tons of annual greenhouse gas emissions in Washington. 

Revenue generation: Assuming a 10% reduction in emissions, a tax of $30/ton CO2 would initially generate as much as $2.3 billion per year in Washington. 


Revenue allocation for $2.3 billion per year: 50% tax cuts, 50% public investment

Tax cut: 7% ($160m/year) to rebate B&O taxes for manufacturing: Based on DOR info. 

Tax cut: 9% ($200m/year) to extend high-tech R&D tax credit: Extending the B&O/sales tax credit slated to expire in 2015 would benefit green tech and others companies. 

Tax cut: 6% (140m/year) for the Working Families Rebate: The Working Families Rebate was created by the state in 2008 but never funded; it is modeled after similar programs that exist in 22 other states as bump-ups to the federal Earned Income Tax Credit. A 20% EITC bump-up (up to $1000 a year per household) would cost $140m.

Tax cut: 28% ($650m/year) for property tax rebates: Property taxes in the state total about $8 billion/year, with about $1.9b/year of these being state property taxes. These tax rebates could increase or decrease based on carbon tax revenues and revenue needs for the other tax cuts described above. 
Public investment: 9% ($200m/year) for energy efficiency and clean energy: This could include energy efficiency efforts and clean energy R&D at state universities. 

Public investment: 28% ($650m/year) to the highway fund: Per the state’s 18th Amendment (Article II, Section 40), carbon taxes from motor gasoline would go into the highway fund, dedicated to road maintenance and freight mobility improvements.
Public investment: 13% ($300m/year) for other transportation projects: This funding could be used to restore funding for public transportation. 
PS. Removing some existing environmental regulations could be another element here. 

