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Preface

Taxes on carbon and energy remain an important instrument to curb
greenhouse gas emissions, in particular for those emitters and installa
tions that are not covered by emissions trading for CO2. Even emitters
under the European Union’s emissions trading system are likely to con
tinue to face taxes on their use of energy for reasons indicated in the EU’s
Energy Taxation Directive and relating to the functioning of the internal
market as well as to concerns for security of energy supply.

Carbonenergy taxes can be applied both at the level of individual EU
member states and collectively by the EU as a whole, while revenues can
be recycled to reduce taxes on labour. In this book we explore the impact
such taxes, introduced under unilateral environmental tax reforms, may
have on competitiveness, as well as on efficient use of energy and on
reductions in related carbon emissions.

The research underlying this book was made possible with a grant
to the project COMETR (The Competitiveness Effects of Environmental
Tax Reform) from the European Union’s Sixth Framework Programme for
Research under the Scientific Support to Policies programme.

While the initial motive for research on the topic of environmental
taxation was the EU’s Lisbon strategy for improving Europe’s competi
tiveness visàvis other major trading blocs, the COMETR research proved
timely in relation to the revived climate strategy which the European
Council decided to embark upon in March 2007 in response to the Fourth
Assessment report from IPCC, the Intergovernmental Panel on Climate
Change.

Only ten days after Europe’s Heads of State had announced a new
and more vigorous climate strategy at the Summit on 9 March 2007,
committing EU to a 20–30 per cent reduction in greenhouse gas emissions
by 2020, more than 500 tax administrators from member states gathered
in Brussels for the annual Tax Forum hosted by the Commissioner for
Taxation and Customs Union, Laszló Kovács, to consider the topic of
sustainable taxation. At this event, participants were presented with key
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findings from the research on carbonenergy taxation published in this
book. Subsequently, results from COMETR helped inform preparation of
the European Commission’s climate policy package of January 2008, in
particular with respect to the implications of preexisting carbonenergy
taxation.

The final climate policy adopted by the European Council and Parlia
ment in December 2008, in particular the delay in the introduction of
full auctioning of permits in the EU Emissions Trading Scheme, shows
the continuing resonance of arguments about competitiveness impacts
from energy and climate policy. We hope that the material in this book
will help inform policymakers in their further consideration of such
arguments.

In light of the findings presented, it seems likely that exemptions
from the auction of carbon allowances and from energy taxation will be
subject to more rigorous scrutiny than before, with regard to the actual
implications for competitiveness. The revised environmental guidelines
for approval of state aid, issued by the European Commission in April
2008, play a key role in this regard.

There are a number of good reasons why carbonenergy taxation could
in the future be combined with trading of carbon emissions allowances,
as explained in Chapter 9, ‘Carbon Taxes and Emissions Trading: Issues
and Interactions’ by Paul Ekins. Taxes can help place a floor under the
volatile carbon pricing implied by trading schemes, which is important
for giving an assurance to lowcarbon investors of a minimum carbon
price. Carbonenergy taxes can also play an important role in develop
ing countries, such as China, that are unlikely to accept caps on their
emissions, but which can reap the dividends of tax reform, for instance
beginning with a tax related to the carbonenergy content of their export
products.

The members of the research group behind COMETR came together
for the purpose of the project and comprised six institutes from five dif
ferent member states. Coordinated by National Environmental Research
Institute (NERI), Aarhus University in Denmark, they included Cambridge
Econometrics, the Economic and Social Research Institute in Dublin,
the University of Economics in Prague, the Policy Studies Institute in
London, and the Vienna Institute for International Economic Studies.
The institutes had not previously joined forces, but some individual
scholars had participated in a large concerted action on marketbased
instruments under the Fourth Framework Programme of Research, while
there had been bilateral cooperation between Danish and Czech scholars

vi



Preface

in a panEuropean framework on capacity building. We are grateful in
particular to Professor Frank Convery, University College Dublin, for ini
tiating some of the earlier exchange and networking that eventually led
to our collaboration in the COMETR project.

In relation to the COMETR project, we are indebted to a number of
partners and colleagues for input to and feedback on our research. We are
especially grateful to academic colleagues who gave important responses
to our draft reports, in particular Professor Michael Landesmann, Uni
versity of Linz, Professor Bernd Meyer, University of Osnabrück, and
Professor Georg Müller Fürstenberger, University of Trier. Senior national
experts from tax administrations provided important detail to help our
understanding of exemptions and the implications in terms of actual tax
burdens for industries, and we would like to thank in particular Susanne
Åkerfeldt (Sweden), Petri Malinen (Finland), and Hans Larsen (Denmark).
Last but not least, we are very grateful to Katri Kosonen in DG TAXUD and
Ian Perry in DG Research, both of the European Commission, for their
interest and good understanding of the nature of the research process. We
also extend our thanks to Adela Tesarova in DG TAXUD for her helpful
cooperation in relation to the Tax Forum, to Pierre Valette in DG Research
for general project facilitation, to Hans Vos at the European Environment
Agency for sharing his unique ecotax expertise, and to Mark Hayden DG
ECFIN for sensitizing us to the new context for the findings.

In preparing the manuscripts for publication we had excellent assis
tance from Carey E. Smith and AnnKatrine Holme Christoffersen, NERI,
Aarhus University.

Mikael Skou Andersen and Paul Ekins
Aarhus/London, December 2008
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