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The revised Rural Environmental Protection Scheme (REPS) introduced on 1st June 2004 includes far greater emphasis on biodiversity with specific actions for conservation and enhancement of biodiversity at farm level. The Department of Agriculture and Food will seek to ensure, in any future revisions of REPS, that the conservation and sustainable use of biodiversity is a priority.

The Department of Agriculture and Food support policies and measures to adapt support mechanisms for extensive farming systems which will preserve and promote biodiversity and be environmentally sensitive.  The Single Farm Payment Scheme commenced in 2005. Implementation of cross compliance requires all applicants under the scheme to maintain all their land in “Good Agriculture and Environmental Condition” ( GAEC ) and comply with 19 statutory Management Requirements.

The National Parks and Wildlife Farm Plan Scheme, launched the summer of 2005, provides compensation for losses, and payment for works done by farmers whose land is designated as SAC, SPA, NHA or commonage. It applies only to farmers who do not join the REPS scheme
The Native Woodland Scheme, introduced in July 2001 with the aim of encouraging the proactive protection and expansion of Irelands native woodland resource and associated biodiversity, using appropriate “close to nature” silviculture. The scheme provides financial support for landowners to protect and enhance both existing native woodlands. The 2005 allocation for the scheme is €2 million.

The Kerry Cattle grant scheme and the Irish Draught Mare scheme are grant funded schemes aimed at providing incentives to promote the conservation of these rare breeds. The preservation of these breeds is also an optional undertaking with additional payment in REPS.

X - REPS training for farmers and planners is based on the requirements and measures of the scheme,which now includes far greater emphasis on biodiversity actions
Implementation of biodiversity awareness strategy for farmers involving:

· countryside management series of information l

· regular articles/features in farming publications 

· Teagasc bimonthly publication, "Todays Farm" farm walks

· Development of a module on ecology and biodiversity for delivery on training programmes for prospective farmers.

In the Certificate in Farming programme run by Teagasc a number of modules incorporating biodiversity are taken, including Farming and the Environment, Farming and Biodiversity, Safe Use of Pesticide Products and Introduction to Crop Pesticides.
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3.1.4 Incentives

This report has already described compensation schemes provided for landowners to de-stock commonages to curb overgrazing and thus to assist in recovery of overgrazed sites. Other NPWS incentives include, for example, that for the recovery of the natterjack toad (Section 2.3.4, Case study 2). The positive and negative aspects of incentives other than those offered by the NPWS are briefly described below.

Agricultural incentives

Until recently, EU headage payments and the Ewe Premium encouraged overstocking and overgrazing of large areas of commonage, and intensification leading to direct loss of habitat and eutrophication. 

The Single Farm Payment, introduced in 2005, has replaced the previous headage and premium schemes. This new scheme replaced output incentives with area-based payments. It is linked with cross-compliance measures (such as adherence to a code of good agricultural practice) and has reduced the incentive to overstock. The Single Farm Payment is synergistic with the REPS and NPWS Farm Plan Scheme.

The REPS pays farmers for measures which should be of benefit for nature although there is little clear evidence of what impact REPS has had to date on biodiversity. However, it has formed an important proportion of incomes for less-intensive farmers. It appears that the most positive, but indirect, impact of the REPS to date has been the reduction in water pollution through better stock and manure management. It also helps sustain pastoral farming in areas where land abandonment is most likely to occur.  (http://www.teagasc.ie/publications/reps1999/paper1.asp). 

Criticism of the REPS has included the low level of involvement of ecologists in making farm plans and a lack of proper auditing in order to evaluate the effects on biodiversity. A new agri-environmental scheme with a lower budget and an emphasis on capital projects has been proposed for 2010. 

Forestry incentives

In the past, commercial afforestation grants were awarded without due consideration for biodiversity conservation. The annual rate of planting has declined dramatically in the last few years and the Afforestation Grant Scheme is no longer co-funded by the EU. There is still a widespread perception among forestry professionals and landowners that broadleaves are uneconomic. This perception has reduced the effectiveness of the larger grants and annual premiums offered for broadleaf afforestation.

The negative effects of commercial afforestation incentives have been somewhat reduced in recent years by the requirement to comply with Forest Service Biodiversity, Water and Harvesting guidelines, improved strategic planning and better communication and consultation by the Forest Service with the NPWS, Regional Fisheries Boards, local authorities and other official bodies. 

The Native Woodland Scheme has contributed to the conservation and planting of 5000 ha of native woodland since its introduction, and is viewed by conservationists as a very positive measure. From 2002 to 2009, 526.80 ha of new native woodland have been established on 58 sites, and 2,324.44 ha of existing woodland have been restored on 136 sites. The NWS is currently suspended following recent budgetary cutbacks. 

The FEPS (Forest Environment Protection Scheme) aims to encourage high nature value forestry on farms participating in the REPS. The FEPS was introduced in 2007 in response to criticism that afforestation grants and premiums conflicted with REPS objectives. An additional premium of up to €200/ha for five years is currently available, which when added to the annual 20-year forestry premium can provide a total annual payment of up to €773/ha for some participating farmers.

Forest Stewardship Council (FSC) certification can be regarded as an incentive. Coillte, which manages 444,000 ha or roughly two-thirds of the national forest estate, has been operating to FSC standards since 2001. Although it is difficult to quantify the benefits to biodiversity, certification has encouraged Coillte to conserve biodiversity to a higher standard than that required by national forestry policy.

The Biodiversity Fund

The objective of the Biodiversity Fund was to support site conservation and management to enhance biodiversity at the local level. The fund was administered by the Heritage Council and offered funding for capital projects for the management of sites to protect, conserve and enhance biodiversity up to a maximum of €50,000 per year and up to a maximum of 80% of total project costs. 

Priority was given to projects that assist the management of sites which contain habitats of special conservation importance or which support threatened or vulnerable species. Priority was given to site management works that are part of a conservation management plan, or part of a larger scheme established to benefit Ireland’s biological diversity. 
The scheme was open to individuals, non-profit organisations, local authorities, statutory institutions, academic institutions and private companies. Applications from community groups, offshore island communities and NGO groups or for projects assisting the conservation of the biological diversity of islands, were encouraged.

€700,000 was available for projects to be completed in 2008. Examples of funded projects include: clearing invasive species such as rhododendron from native woodlands; recreating spawning areas for salmon in rivers; the conservation of different native agricultural breeds of cattle such as Irish Moiled Cattle; the reintroduction of the Red Kite in Wicklow; creating ponds and wetland habitats; and protecting vulnerable sand dunes.
Other incentives
Tax incentives designed to stimulate development in certain areas, such as those for seaside resort areas (introduced in 1995), the Island Renewal Scheme (1996-1999), and the Upper Shannon region (1998-2004) contributed to the pressures on biodiversity in these areas. These schemes are unlikely to be renewed. The proposed scheme for the Mid-Shannon region, announced in 2007, has yet to be confirmed.

Environmental Fiscal Reform in Ireland
1. Introduction

The study
 describes Ireland’s tax system including environmental tax system, and explored potential areas of environmental tax reform.
2. The economy and tax system in Ireland
· Continuous GDP growth from 1983 up to 2007.

· Success in national debt reduction before the crisis, i.e. from a ratio of debt to GDP of more than 50% in 1998 to 25% in 2006.

· Since 2008 Ireland has been hugely affected by the financial crisis: GDP reduction, a massive fall in government revenues, and budget deficits leading to a large increase in government debt.

· Ireland largely relies on revenues from direct and indirect taxes: receipts from social security contributions are minor.

· The nominal revenues from environmental taxes increased during the last decade but their share of total government revenues fell. In 2008 and 2009, the ratio of environmental tax revenue to total tax revenues (including social security contribution (SSC)) was 8.3%.

3. Environmental taxes in Ireland 

· There are many environmental taxes applied in Ireland on energy and transport and such taxes have been recently revised and extended. In contrast there are only two taxes on pollution and resources, the plastic bag levy (March 2002) and the landfill levy (July 2002). Water services to educational institutions, commercial and industrial consumers are also charged for.

· Ireland is one of several EU member states to have introduced energy‐carbon taxes for all energy products not covered by the European Union Emissions Trading Scheme (EU ETS); transport fuels were covered from mid December 2009, and fuel for heat from May 2010. Ireland can be described as a forerunner in that as its carbon tax is a pure carbon tax.

· The base for transport taxes (vehicle registration tax and annual motor tax) has been recently changed to better account for environmental effects, i.e. tax rates for new cars are now levied on the basis of CO2 emission levels, not on engine size.

· An air travel tax came into force on 30 March 2009.

· Energy prices to consumers are generally high compared to EU averages. Taxes levied on energy products (transport fuels) have been considerably increased during the last two years

· In July 2010 Ireland pioneered a tax on the carbon windfall profits of utilities. They had benefitted from the free allocation of allowances in the EU ETS.

· Households are largely exempt from paying towards the operating costs of water supply and wastewater services: user charges for domestic users were abolished in 1997.

· There are no taxes on water supply (i.e. water extraction) or on water effluent. Experiences in EU member states illustrates that the use of taxes and revenue recycling can help improve the management of water quantity and quality.

Table: Existing environmentally related taxes and charges in Ireland

	Tax or charge category
	Notes (rates and units applied)

	· Mineral Oil Tax (petrol)
	· €442.68 per 1,000 litres up to 14/10/08;

· €508.79 per 1,000 litres from 15/10/08 up to 9/12/09;

· From 10/12/09, €543.17 per 1,000 litres (this last rate includes a "carbon charge" of €34.38 per 1,000 litres which is based upon a charge of €15 per tonnes of CO2 emitted and comprises the difference between this rate and the previous one).

	Mineral Oil Tax (auto‐diesel)
	· €368.09 per 1,000 litres up to 7/04/09;

· €409.20 per 1,000 litres from 8/4/09 to 9/12/09;

· From 10/12/09, €449.18 per 1,000 litres (this last rate includes a carbon charge of €39.98 per 1,000 litres which is based upon a charge of €15 per tonnes of CO2 emitted and comprises the difference between this rate and the previous one).

	Liquefied Petroleum Gas (auto‐LPG)
	€63.59 per 1,000 litres (2009)

	Vehicle Registration Tax (VRT)
	· Prior to 01/07/08 the VRT on passenger cars was calculated based on the engine size (cc). There were 3 bands 0 – 1,400cc with a VRT rate of 22.5%, 1,401 to 1,900cc with a rate of 25% and 1,901 and above with a rate of 30%.

· On 01/07/10 the VRT has been calculated based on the CO2 emissions from a passenger car. There are 7 bands with the rates ranging from 14% to 36%.

· The rates for light commercials at 13.3% and large commercials at a standard €50 have not changed in these years

	Annual motor tax
	The annual motor taxation scheme was revised in the Budget 2009 and from January 2009 the annual motor tax for private cars is based on CO2 emissions.

	Air travel tax
	€10 per passenger and reduced rate of €2 for journeys under 300 km

	Marked gas oil (MGO)
	€47.36 per 1,000 litres (2009)

	Fuel oil
	€14.78 per 1,000 litres (2009)

	Electricity Tax
	Introduced 1 October 2008

· €0.5 per MWh (business use) and

· €1 per MWh (non‐business use)

	Plastic bag levy
	A levy of 22 cent is charged on each plastic shopping bag supplied to customers by retailers at point of sale.

	Landfill levy
	Landfill levy rate was increased from € 20 per tonne in 2008 to € 25 per tonne in 2009


4. The illustrative potential for Environmental Tax Reform in Ireland

The base year of this analysis is 2009 when environmental tax revenue was 3,682 million Euro and total tax revenue was 44,622 million Euro.

· Policies in place or in the pipeline but not included in the revenue figures are: Fiscal package (Budget 2009): 466 million Euro; Carbon tax (Budget 2010): 330 million Euro; Carbon windfall levy (July 2010): 75 million Euro. The revenues of these policies amount to an estimated 870 million Euro and would increase the environmental tax ratio to approximately 10% from 8% today. In addition, the increase in the landfill levy and the auctioning of emission allowances under the EU ETS from 2013 will generate additional revenues. . Estimates for these revenues are not calculated at this stage.

· Additional environmental taxes could be introduced gradually over several years. These include:

· Increasing carbon‐energy taxes on transport fuels (diesel, petrol) so that they are comparable to the UK level. This would imply a bigger increase (absolute and relative) in the tax rate of diesel.
· Increasing carbon‐energy taxes on energy products used for other purposes (heating and business use) for economic sectors not covered by the EU ETS and for households: experiences of the Netherlands, Finland and Sweden show this to be effective.
· Revising the annual car tax and vehicle registration tax for vehicles other than passenger cars.
· Increasing the air travel tax to UK levels
· Introducing pollution taxes levied on SO2 and NOx emissions, as in Denmark, Estonia, Czech Republic and Sweden.
· Introduce taxes on water effluent / pollution, as in The Netherlands, France and many new EU member states.
· Introducing water abstraction taxes, as in Denmark, France, Netherlands and many new EU member states.
· Introducing a mineral fertilizers tax, as in Sweden and abolish the VAT exemptions on fertilizers.
· Introducing an aggregates tax, as in UK, Latvia and Sweden.
· Introducing property taxes / land value taxation, eg Denmark, USA.
Reform environmentally damaging subsidies by:

· Reducing the tax partial exemption on diesel for the agricultural sector.
· Introducing a national scheme of user charges for water services (water supply and wastewater). This policy would free up about 1 to 1.2 billion Euro, i.e. approximately 2% of total tax revenue.

Such Tax and Subsidy reforms could generate up to 5b euro in extra revenues by 2015 (about twice the current total from environmental taxes). In addition, there could be about an extra 1 billion Euro of revenue from the removal of water subsidies. These revenues could be used, in some combination, to reduce taxes on labor and capital; to reduce the public deficit; to offset any negative equity impacts of environmental taxes, (or more than offset such impacts, if reduced overall inequality is desired); and for investment incentives that stimulate innovation & resource productivity.

Below is a summary of the full range of new taxes that were considered.

	Water Supply and Waste Water Treatment (subsidies removed)

-

	Charge Category
	Comment

	User charges for water supply
	Domestic sector free of charges in Ireland. Based on recovery of operating and (later) capital costs. Special provisions for those on low incomes

	User charges for effluent and water discharge
	same

	Environmentally related taxes

	Pollution and resource taxes
	Comment

	Water abstraction levy
	Applying Danish rates and system, whereby pipe leakage could be reduced from 30‐40% to 10%

	Levy on aggregates levy
	Sand, gravel, crushed rock. Applying UK rates for reduced volume + 25% recycling.

	Tax on packaging
	Applying Danish rates for glass bottles and by weight for other waste streams.

	SO2
	Applying rates applicable in Denmark

	NOx
	Applying rates applicable in Sweden

	GHG‐nitrogen
	15 € per CO2‐eq for N2O of mineral fertilizers

	Transport taxes
	Comment

	Re‐calibration of VRT and extension to commercial
	Data as to number of commercial vehicles etc. required for more accurate revenue estimates.

	Air travel tax
	Apply UK rate of 14 € for longer flights; lower rate for short flights at 3 € per passenger

	HGV vignette scheme
	Applying Germany’s approach and rates.

	Energy taxes
	Comment

	Increasing excise duty on petrol and diesel
	UK levels. Revenues netted out for the expected reduction in tank tourism from N Ireland and for differences in VAT rates.

	CO2 tax, non‐ETS
	Increase CO2‐tax to level in Sweden of 22€/tCO2

	CO2 tax, offshore
	Apply Norwegian system for taxation of offshore emissions from flaring etc. (0.05 €/Nm3)

	Electricity tax
	Introduce EU minimum rate for domestic sector (1.3 €/GJ)

	Energy tax
	Introduce new energy tax with minimum rate of 1.3 € per GJ ‐ similar to EU minimum for electricity

	Land Value tax (resource rent)
	Comment

	Land Value Tax
	Applying rates applicable in Denmark ( for ‘Grundskyld’)
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