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Recent developments in the use of environmental taxes 

in the European Union1 
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1. Introduction 
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2. Recent developments in the use of green taxes 
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1 This is the summary of a draft report of which publication is expected later this year 
2�Two databases contain extensive information on market-based instruments: one by the 
Commission (http://europa.eu.int/comm/environment/enveco/database.htm) and one 
by OECD (http://www.oecd.org/env/policies/taxes/index.htm) 
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Table 1: 	 Environmental tax revenue as % of total revenue from taxes 
and social contributions, 1990 and 1997 (EU15) 
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Source: Eurostat 
� 
Figure 1: Member States’ environmental taxes as % of total revenues 

from taxes and social contributions, 1997 
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Source: Eurostat 

3 Rising environmental tax revenues does not automatically imply an increased use of this instrument. 
Changing revenues may stem from changes in the number of taxes, changes in tax rates or 
reductions and exemptions, changing pollution, or a combination of these three factors. However, 
without these taxes� pollution would have been higher than currently is the case. 
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3. Effectiveness of environmental taxes 
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Table 2: Tax revenue according to economic factors as % of GDP, 

1990 and 1997 
� 

EU15 1990 1997 change 
Capital 7.2 7.5 3.6% 
Consumption 10.9 11.4 4.0% 
Labour 22.3 23.5 5.3% 
Environment 2.5 2.9 13.7% 

Source: Eurostat 
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Figure 2: 	 Tax revenue from main economic factors as share of GDP, 
EU15, index 1980=100 

Source: Eurostat 

4. Taxes and the integration of environment into sector policies 
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Annex 
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�)8.7*)2�)/&\�/&���L�[*70�.��*)�*.)��.)�/�.���.�\��]�L�L�/���W*22.��.*)����/-���*��/��� 
�(*)*2.(�&)���)8.7*)2�)/&\�����(/��*��/���-���*���)8.7*)2�)/&\�/&����.)������2'�7� 
S/&/��3L�������X�%.\\�+-'\.���&�7�+*7/�.)�&-/-2)�FDDD�+7*8.�.)��&)�-+�&/��*�� 
.)�*72&/.*)�*)�/���-���*���)8.7*)2�)/&\�/&����&)��*��/��.7��)8.7*)2�)/&\� 
����(/.8�)���L� 

Table A.1: Some environmental taxes in Europe and their effectiveness 

Tax on Applied in Evidence on effectiveness 
motor fuels all European countries some impact reported on vehicle fuel 

consumption (e.g. in case of UK Fuel Duty 
Escalator) 
main short-term impact is substitution in response to 
tax differentiation (e.g. lower rates for unleaded 
petrol and low-sulphur fuels, e.g. in Denmark) 

other energy use 
(including carbon 
and sulphur taxes) 

many European 
countries 

clear energy-efficiency improvements and fuel 
substitution observed in countries with highest tax 
rates (e.g. Denmark, Finland, Sweden) 
rate differentiation (e.g. by sulphur content) leads 
to rapid substitution processes 

motor vehicle 
registration or sale 

most European countries some evidence of downward impact on car 
ownership; main impact when differentiated by 
environmental classification (emissions and energy 
use) and in cases where revenues are used to 
finance car scrapping (premiums) 

motor vehicle 
ownership/use 
(annual taxes, 
incl. Eurovignette) 

most European countries main impact when differentiated by 
environmental classification (emissions and/or 
energy use) 

motor vehicle use 
(road pricing, tolls 
etc.) 

several European 
countries 

usually applied as a cost-covering charge; 
evidence on effectiveness as an environmental 
policy instrument is still lacking 

industrial 
emissions to air 
and water 
(measured) 

several European 
countries 

clear incentive effect in a limited number of cases 
(e.g. Swedish NOx charge; Dutch , French, German 
water pollution taxes); elsewhere main 
effectiveness through recycling of revenues to 
environmental investments (e.g. France, several 
accession countries) 

agricultural inputs 
(fertilisers, 
pesticides) 

BE, DK, NO, SE 
AT, FI (abolished) 

limited direct impact (as a price incentive) on use; 
‘soft signals’ (awareness raising) possibly more 
important (e.g. when revenues used for financing 
training programme ­-- Sweden) 

‘one-way’ 
packaging and 
other disposables 

BE, DK, EE, FI, HU, LV, NO, 
PL 
DE (local level; 
abolished) 

local taxes in Germany reported to be effective, 
but withdrawn for legal reasons; positive impact on 
re-introduction of deposit-refund systems observed 
in Estonia 

chemical 
substances (e.g. 
solvents, CFCs) 

BE, CH, CZ, DK, HU, IS, SK contribution to reduction in CFC use reported in 
Denmark 

batteries and 
accumulators 

BE, DK, HU, LV, SE mainly instrumental in stimulating collection of 
spent batteries 

car tyres DK, HU, LV revenues used for financing treatment of spent 
tyres 

water abstraction several European 
countries 

decrease in industrial groundwater use observed in 
the Netherlands after introduction of tax 

waste (apart from 
cost-covering 
charges) 

DK, EE, FI, IT, NL, NO, SE, 
GB 

effective in several cases (e.g. Danish waste tax) 
on recycling, waste reduction, and shift from 
landfilling to incineration, reuse and recycling 


