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Mr. President:

Our time is short, so I will come straight to the point.  The biggest problem we face is not the economic crisis, or the war in Iraq, or the price of oil. It is the survival of the human race in the face of climate change. We know this. A rise in the Earth’s temperature of 2 degrees Celsius above pre-industrial levels may take us past the tipping point (if we have not already passed it) when the loss of polar ice caps, the release of methane from permafrost, and other positive-feedback loops take global warming beyond anything we can control. This is not a problem that any of us who recognize it can solve alone. We must do it together, as nations, and the nations need leaders who can bring along enough of their fellow citizens to make our task politically feasible. I believe you are that rare leader who can educate, and you are the head of the country that is pivotal for the direction the world will take on this problem. 


We must reduce our consumption of fossil fuels, rapidly. We need to find ways to transport ourselves, to fuel our production, and to heat our homes, that will reduce greenhouse gas emissions, and we must share the technology with the developing countries who strive to catch up with us. If we fail to do this, we condemn ourselves to rising sea levels, flooding of coastal areas, species extinction on a scale unprecedented in human history, unpredictable extreme weather, droughts, and climate refugees, with the impacts felt most dramatically by the poorest both nationally and globally.
 Hurricane Katrina is but a taste of things to come: that was just one coastal city, temporarily inundated. We condemn ourselves doubly if increasing dependency on declining sources of oil leads us into costly and futile wars, impeding urgent international cooperation.


How to succeed is a complex problem. Many need to contribute ideas, and you and your team need to synthesize them into a coherent plan. Here are four suggestions for a part of that plan, starting from an idea you already have endorsed.


First, making use of existing market mechanisms, institute a cap and trade scheme for carbon emissions.  Don’t cave in to the weaker McCain plan, which would allot free permits to the biggest polluters. Stick to a stronger auction plan, such as the one you outlined in your campaign. This will accurately put a price on environmental externalities, giving producers and consumers the incentives to reduce consumption and develop alternatives. But this measure by itself will create problems concerning fairness and political feasibility. The poor and working class will bear the brunt of higher fuel prices. This unfair burden will turn many of them away from supporting you, unless you address the unfairness.


Therefore, second, you should, as Clinton’s Labor Secretary Robert Reich has suggested, distribute the proceeds from the cap and trade auction as a dividend to all citizens (or legal residents). “If the carbon auction yields $150 billion in the first year, for example, each of America’s adult citizens should receive a Treasury check of $1000” (or better yet, a monthly check of $83).
 Those who wish to continue driving gas guzzlers and keeping the thermostats high will have extra cash to match the higher prices. But most will wisely strive to come out ahead by economizing, particularly if there are complementary programs to encourage conservation and energy efficiency.


There is a precedent for such a dividend, the Alaska Permanent Fund. If anyone suggests that you are giving people something for nothing, you need only refer them to this popular institution from Sarah Palin’s Alaska, and add that just as Alaskans are getting their fair share of their oil wealth, so will all of us be getting our fair compensation for the use of the atmosphere we hold in common. [Global commons institute]


Some might prefer to use the auction revenue for direct investment in alternative energy. But Reich wisely warns us to be wary of the “lobbyists for ethanol, nuclear and so-called ‘clean’ coal…already salivating at the prospect.” Better that the revenues “be cycled back to citizens,” and in a simple, straightforward, transparent scheme that will let everyone see what they are getting to balance the higher fuel costs.


If the dividend from cap and trade is insufficient to address the inequities, I would suggest a third idea, a tax cut for the rest of us (as it was called in H.R. 5257, a bill introduced by Congressman Filner in 2006, and co-authored by USBIG members Al Sheahan and Karl Widerquist), making the Earned Income Tax Credit (EITC) refundable.
 (That is to say, it would extend the tax credit from low income wage earners to the non-wage-earning poor as well.) This third measure may be hard to sell. For one thing, in this time of economic crisis, tax cuts and rebates give less bang for the buck as economic stimuli than spending increases.
 For another, you would face the challenge of defending “welfare” income de-linked from work. (A more conservative step might be a child credit, since children are not expected to work.) All I ask is that you put refundable tax credits on the table, along with other measures under consideration for stimulating the economy or for addressing the inequalities in our tax system. But bear in mind the widely recognized principle that those with the greatest needs are more likely to spend what they receive, and thereby stimulate the economy, so if you are going to give tax breaks at all, you get more bang for the buck by giving cash to the poorest than you do by giving it to banks or continuing the Bush tax cuts.


Critics will ask, why not create jobs instead? I have no quarrel with programs that create jobs, so long as the workers are producing public goods that the market will not provide, and there are indeed many public goods we have neglected.  We need mass transit, for example. If this is not available, recipients of dividends and tax credits will have few options to burning gasoline. But beyond the provision of public goods, job programs are often creating unnecessary toil. Moreover, the refundable tax credit is part of a necessary job creation strategy. First, the resultant spending will generate jobs producing in response to buyers’ demand. Second, the people who receive the tax credit, most of them, want to work if they are able. The credit will help them find a job, just as the EITC now helps those with low paying jobs to stay in them. They will have that extra bit of cash to afford transportation, or to find child care, the costs of which now often make lower paying jobs unreachable for the poor. 


Why not give the money to employers to subsidize jobs, some will say?
 The net income may be the same for the worker, whether you give the worker a tax credit, or the employer a job subsidy. But in the one case you empower the worker, in the other you empower the employer, and encourage lower contributions by employers toward their wage funds. If you empower the worker, the employer still needs to offer a wage sufficient to attract workers, and that may result in a somewhat higher net income for the worker than in the wage-plus-wage-subsidy alternative, and that will also, when spent, help stimulate demand. The refundable credit also gives the recipient some flexibility to seek education rather than immediate employment, leading to better, more productive employment down the road. And in times of rising unemployment, enabling people into education is not a bad idea.  If you want to do the best for the most disadvantaged among us—a standard of justice we should embrace—and gather maximum political support, go for the tax credit, not the job subsidy. 


I have saved the hardest part for last. I began with the global warming crisis and the need for an urgent, effective response that was also equitable.  But the response cannot be merely national, it must be global, and the equity issues at the global level are as pressing morally and politically as they are at the national level. Even if the US and Europe were to cut CO2 emissions to near zero by 2050, we would not avoid exceeding the 2 degree threshold if developing countries continue on a development path relying heavily on fossil fuels. But to deny these countries a right to development is not only ethically repugnant, given the severe poverty in which half the world’s population lives, it is politically a non-starter. As advocates of a Greenhouse Development Rights framework put it:

“the only proven routes to development—to water and food security, improved health care and education, secure livelihoods—involve expanding access to energy services, and given the South’s sharply limited access to low-carbon energy technology, an inevitable increase in fossil fuel use and thus carbon emissions. From the South’s perspective, this pits development squarely against climate protection…. The bottom line…is that the South is neither willing nor able to prioritize rapid emissions reductions, not while it must also seek an acceptable level of improvement in the lives of its people.  And that [sic] the key to climate protection is the establishment of [a] global burden-sharing regime in which it is not required to do so.”
 


This means that you, as the leader of the country with the greatest responsibility and capacity for reducing carbon emissions, need to lead your citizens into treaties that will involve unprecedented transfers of income and technology to the developing world.  To illustrate the scale of the problem, suppose that the “annual climate transition funding requirement amounted to a trillion dollars (about one and a half percent of Gross World Product), then in 2010, the US, with its 33.1 percent of the global RCI [responsibility-capacity index], would be obligated to pay about $331 billion….The RCI, in effect, serves as the basis of a progressive global ‘climate tax’ –not a carbon tax per se, but a responsibility and capacity tax.”  Selling to your citizens a global financial obligation that amounts, initially, to annual payments nearly half the size of the 2009 stimulus bill, will be the teaching challenge of your lifetime.
 You have less than two years in which to accomplish this.  Delays will only heighten the climate crisis, and failure may mean the loss of any opportunity to act, if reactionaries take over the Congress in protest against what they believe is unnecessary climate protection and foreign aid.


Unfortunately, looking at the global level complicates the first part of my proposal. As Baer et al. argue, “the national mitigation obligations of the high RCI-countries of the North vastly exceed the reductions they could conceivably make at home.  In fact, by 2030, their mitigation obligations will typically come to exceed even their total domestic emissions! Which is to say that wealthier and higher emitting countries would be given ‘negative allocations,’ as is necessary in order to open enough atmospheric space for the developing world.”

This means that by 2030, there would be no dividend left for citizens of the developed world to receive. All the financial resources derived from capping carbon emissions would be going to the development needs of the developing world.  An argument can be made that this is the least that justice requires.
 But if you cannot convince American citizens that this is the right thing to do, you at least need to convince them that this is what is required for our collective survival.  Perhaps there is a way to phase in the cap and trade dividend first, while negotiating a global arrangement that will inevitably erode the financial benefits of that scheme for Americans. But the trajectory must be well understood and agreed upon, or the first step toward a solution may become a drag on the necessary next steps. This is where political opposition may need to be defused through bolder steps toward domestic social justice: the rising burden of our ecological responsibilities must be born progressively by the more affluent within our country, and the poor and working class must see sufficient tax equity to compensate for their declining carbon dividend.


In sum, a combination of cap and trade dividends and refundable tax credits, is a socially just, politically smart, and workable complement to a successful strategy against global warming.  But if we are to meet the necessary targets for carbon emissions reduction globally, greater tax fairness must be part of the package. The coincidence of economic and ecological crises, following years of regressive tax and social policies, is also the opportunity to take the lead for survival, and win support by doing the right thing, by making sure that the burdens of the difficult times ahead are shared equitably by all.
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