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Environmentally related taxes and other fiscal instrumen ts

Kirstenbosch Botanical Gardens, Cape Town 29/3/17



President Mandela visit to Denmark 



Greenland melt-off

2-degree target: empirical evidence from ice cores
suggests long-term sea-level rise of 3-4 meter as in 
Eem period 120,000 years ago



Countries in Europe with Carbon Tax

• Portugal (2014)

• France (2014)

• Ireland (2010)

• Iceland (2010)

• Switzerland (2008)

• Croatia (2007)

• Estonia (2000)

• UK (1998)

• Slovenia (1997)

• Latvia (1995)

• Denmark (1992)

• Norway (1991)

• Sweden (1991)

• Finland (1990)



Interface Carbon Tax to Emissions Trading

Emissions trading

• Power plants

• Oil refineries

• Large manufacturing 
installations 

• steel/iron, aluminium, 
metals, cement, lime, 
glass, ceramics, pulp, 
paper, cardboard, acids 
and bulk organic 
chemicals

Carbon taxation:

• Motor fuels

• Heating

• SME’s





UK carbon price floor (carbon tax on top of ETS)

price floor of £18 (€20) per tCO2



Carbon pricing architecture

• Auctioned emissions trading for certain large emitters

• Carbon taxation applies to all other emitters

• Carbon tax mirroring ETS carbon price

• Free allowances to trade-intensive emitters: >3% of GVA

• If low ETS price, then a carbon price floor



Carbon Pricing Rates



Carbon tax complements excise taxes
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Diesel: sum of carbon
and energy tax €/GJ

• Denmark

• Sweden



Legal basis for calorific value and CO2



Experience shows carbon taxes cut emissions
% change in CO2

C
am

bridge E
conom

etrics
/ C

O
M

E
T

R
 project



A carbon tax does not destroy the economy
% change in GDP due to revenue-neutral carbon tax (E3ME model)
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Industry’s unit energy costs lowered with 
recycling of revenues in Denmark



Residential energy consumption
million BTU per capita

USA



Green tax commissions: Roundtable method

• Sweden: Swedish green tax commission (1997)

• Norway: environmental tax commission (1994)

• Denmark: Dithmer committee (1995)

• Finland: Ecological tax reform commission (2004)

• Slovenia: Energy tax commission (1998)

• Ireland: General tax commission (2009)

• France: Rocard commission (2009)

• Portugal: Green tax commission (2014)



IPCC observations on carbon price

• A 550 ppm CO2-eq target implies 20% global CO2 
reduction below baseline and carbon prices rising to 
about 15-20 €/tCO2 by 2020

• For more stringent stabilisation below 450ppm CO2-eq 
(implied by 2ºC target) the implicit carbon price required 
is probably 30-40 €/tCO2 by 2020

• with an increase of 1-2 €/tCO2 a year indefinitely in real 
terms
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http://sapiens.revues.org/1072 


