
Green Tax Commissions in Europe
1. Introduction
The Study
 summarizes green tax (or fiscal) commissions that have existed in nine European countries: Austria, Belgium, Denmark, France, Germany, Ireland, Netherlands, Norway and Sweden, and provides more details about the UK Green Fiscal Commission (GFC).

2. Green Tax Commissions in nine European countries

A literature search identified countries that had formed green tax commissions and reviewed information collated from a wide range of sources, including information produced by the individual commissions and papers from academic journals, books and other sources. A research template was used to structure comparable information on a wide range of aspects of each of the commissions identified: objectives, outputs, target audiences, form (size, leadership, secretariat etc.), the context to the commission’s work and information on the impact of the commission. The main conclusions of the scoping study follow.

Commissions were mainly formed in the 1990s

A large majority of green tax commissions were formed and completed their work in the 1990s in a very different political and economic context to the present. Many of the commissions were created to formalise and develop broader policy and/or public debates that had been taking place in the late 1980s and early 1990s in each of the countries concerned, either on tax reform generally, or more specifically, on green fiscal reform. Only in the Netherlands and France were commissions active after 2000.

The lack of activity post 2000 is likely to be related to a combination of economic downturn and political shifts in the European countries with green tax commissions, which shifted the focus of political debate to more politically immediate economic issues rather than broader environmental considerations.

Commissions were almost all formed by government

Nine out of the ten European green tax commissions studied were formed by government. Green Budget Germany is the exception and was formed as an NGO in 1994. It continues its work to the present day in contrast to many of the government formed and led commissions formed at the same time.

Commission membership

The source of commission members varies widely across the commissions, from inter-ministerial working groups formed entirely of civil servants (Ireland, Denmark), to Parliamentary Committees with expert input (Sweden), to groups formed of external experts (Belgium) to groups with fuller stakeholder representation (Austria, France, Germany, The Netherlands and Norway). The size of commissions also varies with Norway having the largest commission membership, at 116 members, but the typical size is much smaller than this.

Objectives and function

The objectives of the commissions studied all tend towards the general, for example, to investigate the impact of GFR on the economy and environment, or the development of a range of proposals for a business energy tax. The scope of all the commissions covers environmental taxes and recycling revenues. Beyond this most commissions have considered GFR in the context of broader reform, but less than half of the commissions consider either environmentally damaging subsidies or other environmentally damaging fiscal effects.

The main functions of the commissions include:

1. Developing and evaluating new GFR options for consideration by government,

2. Evaluating existing (environmental or non-environmental) measures in place,

3. Developing principles or guidance for implementation of GFR,

4. Improving implementation of measures,

5. Gaining stakeholder involvement and buy-in to proposals.

Most of the commissions focus on the first three of these functions. Existing measures and new proposals were variously evaluated in terms of environment, social, economic, competitiveness and revenue raising impacts. The methods used to evaluate new or existing measures are often not given in detail. However, a number of the commissions use general equilibrium economic models to evaluate the effect of proposals and measures. These include the commissions in Denmark, Norway and Sweden. The Dutch commissions also appear to have used rigorous evaluation techniques. In Austria modelling was conducted by a body outside the commission.

It is striking that the green tax commissions do not seem to have given much consideration to public support for GFR generally, or to stakeholder views on the proposals that the various commissions have developed. All except two of the commissions had external input from either experts or stakeholders but how this involvement ensured a broader representation of views in the commissions’ work is not made clear for the most part. The commissions’ focus is mainly on policy development and the likely impact of GFR based on ex ante analysis. The UK GFC’s work on public opinion is reported in Section 6 of this report.

Summary of recommendations made by commissions

As would be expected a large number of recommendations for specific tax measures were made by the various commissions in areas, for example, such as energy and carbon, vehicles, products, chemicals, waste and water, or on taxes that target specific sectors. The De Waard Commission in the Netherlands, which evaluated 66 taxes, is of particular note in this respect.

The commissions also make recommendations around the design of environmental taxes or broader GFR. For example, whether to hypothecate tax revenues or not; the size and stability of the tax base; the use to which tax revenue is put; how to recycle revenues; whether taxes should be revenue neutral; the effectiveness and efficiency of taxes; the level of tax required to create behavioral impact; the use and rate of escalators; and tax exemptions. A number of mentions in the more recent commissions are made of the need to look at incentives for pro-environmental behavior through for example reductions in taxes or tax credits for particular activities.

Some of the commissions consider timescales over which it is feasible to implement particular taxes, for example, the Norwegian Governmental Commission on Green Taxes. This can provide a useful focus on what is possible now and what needs to happen to deliver the GFR agenda in the medium and long term. Related to this issue are recommendations that consider or highlight the need for more fundamental structural institutional changes that need to be made to the economy to deliver environmental objectives. Some commissions have outlined principles for the development of taxes rather than specific measures, for example, the commissions in the Netherlands, Norway and Sweden. One notable principle articulated by the Swedish Commission highlights the need for international action on this issue and also the need to assess whether particular measures just cause the transfer of impacts to a different location. Social impacts and equity issues are also considered by various commissions.
3. Terms of Reference of the UK Green Fiscal Commission

There is now general agreement among policy analysts that a significant programme of green fiscal reform (in which environmental taxes are increased, and other taxes are reduced in a fiscally neutral way) could play a considerable role in contributing to the cost-effective solution of environmental problems, and in particular climate change.

The objective of the Green Fiscal Commission (GFC) is to prepare the ground for a significant programme of green fiscal reform in the UK, in terms of both assembling the evidence base for such a reform, and raising stakeholder and public awareness of it. The GFC will achieve this through:

· Provision of authoritative, accessible and independent research on the • options for environmental tax reform in the UK and assessment of the social, environmental and economic implications of these proposals;

· Use of media and other communication activities to raise awareness and • understanding of the options for environmental tax reform and stimulate public and political debate on them.

The work of the GFC will investigate a green fiscal reform with the following characteristics:

· It will involve a substantial tax shift, such that, for example, 20 per cent of tax • revenues come from green taxes by 2020;

· The environmental benefits will be amplified by selective use of a small • proportion of the tax revenues to incentivise less environmentally damaging behaviour and investment in technologies that reduce environmental impacts;

· It will not have a disproportionate impact on already disadvantaged • groups;

· It will take account of and seek to mitigate negative effects on business • competitiveness, and foster new sources of comparative advantage as the basis for new businesses.

The Commission is independent of government. It is formed of Commissioners with wide experience drawn from a representative range of social, economic and political stakeholders. The role of Commissioners is to review, develop and approve the outputs of the Commission and bring in expertise from their particular background to bear on the Commission’s work. The GFC will not be formulating recommendations for specific proposals for green fiscal reform, so it will not be seeking to arrive at any consensus on such proposals.

The Commission’s Secretariat is provided by the Policy Studies Institute (PSI), an independent research institute and registered charity, with considerable expertise in the area of green fiscal reform. Its Chairman is Robert Napier, Chairman of the Met Office, with a distinguished career in business and the environment. Its Director is Professor Paul Ekins, formerly Head of the Environment Group at PSI, but now Professor of Energy and Environment Policy at the UCL Energy Institute, University College London.

Briefings Produced by the UK Green Fiscal Commission

Briefing Paper 1 - Lessons from Two Green Tax Shifts in the United Kingdom.

Briefing Paper 2 - How Effective Are Green Taxes?

Briefing Paper 3 - Public Opinion on a Green Tax Shift.

Briefing Paper 4 - Doing What it Takes to Reduce Carbon Emissions: The Case for Green Fiscal Reform.

Briefing Paper 5 - A Major Green Fiscal Reform for the UK: Impacts on the Economy, Employment and the Environment.

Briefing Paper 6 - Reducing Carbon Emissions Through Transport Taxation.

Briefing Paper 7 - Competitiveness and Environmental Tax Reform.

Briefing Paper 8 - Achieving Fairness in Carbon Emissions Reduction: the Distributional Effects of Green Fiscal Reform.
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