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Canada’s Carbon Pricing Strategy Falls Short of Paris
Agreement Target
By Stan Fedun and David Stevens
A recent report published by the Office of the Parliamentary Budget Officer (PBO), Closing the Gap:
Carbon pricing for the Paris target, estimates that Canada will need to impose a total carbon tax of $102
per tonne if it wishes to meet its Paris Agreement emissions target by 2030. Under the Paris Agreement,
Canada committed to reducing its greenhouse gas (GHG) emissions by 30% below 2005 levels to 513
megatonnes.
According to projections relied upon by the PBO, Canada will reduce its GHG emission to 592
megatonnes by 2030, falling 79 megatonnes short of its Paris Agreement target. To close the gap, the
PBO states “an additional carbon price rising from $6 per tonne in 2023 to $52 per tonne in 2030 would be
required to achieve Canada’s GHG emissions target under the Paris Agreement.” This is on top of the $50
per tonne federal carbon price scheduled to be in place for 2022. The PBO assumes that the additional
carbon price would be mandatory for all jurisdictions and all sectors, except agriculture. By comparison,
the federal backstop only applies to provinces/territories that have not put a price on carbon. Furthermore,
the PBO assumes that, like the federal carbon price, all revenues collected would be refunded back to
households.
As we discussed in a recent post, the future of carbon pricing in Canada is an increasingly contentious
issue. In its report, the PBO acknowledged that the additional carbon price will have a negative impact on
Canada’s economy when compared to the current plan. If imposed, the additional carbon tax would reduce
Canada’s real GDP in 2030 by 0.35%. It would also have an impact on day-to-day expenses, such as gas.
The PBO estimates that the price of gas would increase by 23 cents a litre if the additional carbon price is
imposed. However, the PBO notes that the report does not take into account the economic cost of
environmental inaction.
The PBO intends to publish yearly “estimates of the additional carbon pricing needed to achieve Canada’s
2030 Paris target and corresponding economic impacts” in response to Environment and Climate Change
Canada’s GHG emissions projections.
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