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Annex 6 [bookmark: _Ref209176160][bookmark: _Toc214008826]Country factsheets
[bookmark: _Toc214008827]Introduction
This country factsheet presents preliminary findings from the ongoing study on the potential to strengthen the use of pollution and resource taxes across EU Member States. The analysis draws on the modelling undertaken for the project, as well as on a comparative assessment of existing fiscal instruments and environmental pressures. As the work is still in progress, the results, conclusions and suggested areas of opportunity should be considered indicative rather than final.
The next phase of the study will refine these assessments, taking into account both updated data and the feedback received during and after the workshop. Insights from Member State representatives, stakeholders and technical experts will be used to validate assumptions, clarify national circumstances and adjust the recommendations where appropriate. The final report will therefore provide a more complete and consolidated picture of each country’s environmental tax landscape and its potential for further development.
[bookmark: _Toc214008828]Austria
[bookmark: _Toc214008829]Overview on environmental taxes
Environmental taxes in Austria amounted to 2% of GDP in 2023, a level broadly in line with the EU average. While revenues have risen in absolute terms over the past 15 years, their importance in the economy has nevertheless declined. Total environmental tax revenue reached EUR 8.5 billion in real terms in 2023 (Figure A6-1), representing a 27.5% increase since 2009[footnoteRef:2]. Over the same period, however, the ratio of environmental taxes to GDP fell by 15%. In 2023, energy and transport taxes accounted for the vast majority of revenues (around 60.9% and 38.3%, respectively), while pollution and resource taxes contributed only 0.63% and 0.21%.[footnoteRef:3]  [2:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 27.5% increase refers to growth in constant prices over 2009–2023.]  [3:  	It is important to note here that these numbers are not in line with what Statistik Austria, the national statistical institute, reports. According to their numbers, resource taxes have a share of 8% of environmental taxes, and pollution taxes are negligible (only targeting waste), amounting to 0.6% of environmental taxes. This is the result of differing definitions of environmental taxes, like the inclusion of certain charges and fees. While no data from Statistik Austria could be used to complement this factsheet for lack of comparability, contextual information was used for the analysis. In addition, the environmental taxes reported in the National Tax List differ from both Eurostat and Statistik Austria data. ] 
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	[bookmark: _Ref201227877]Figure A6-1: Total environmental tax revenue in Austria (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 43.2% of Austria’s GDP, a level broadly unchanged from 2009. In 2023, environmental taxes accounted for 4.7% of total tax revenue (including net social contributions). The environmental tax-to-total tax ratio was 5.6% in 2009. As a share of total tax revenues, environmental tax revenues fell by 1.7 percentage points between 2009 and 2023, mainly due to a decline in energy tax revenues (down 2.3 percentage points), partly offset by a slight increase in resource taxes (up 0.2 percentage points).
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	[bookmark: _Ref201245307]Figure A6-2: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes



In recent years, Austria has made only limited progress in making increased use of environmental taxation. Although revenues have risen in absolute terms, the share of environmental taxes in GDP and in total tax revenue has gradually declined, suggesting that existing instruments have not expanded at the same pace as the wider tax system. This trend contrasts with the EU’s broader policy direction, which encourages Member States to strengthen the role of environmental taxation to support the polluter-pays principle and to help shift the tax burden away from labour. In Austria’s case, the limited increase reflects a stable but largely unchanged set of instruments, with few additions or adjustments beyond the long-standing ALSAG system.
In 2021, Austria adopted an eco-social tax reform as part of its recovery and resilience plan (RRP). This reform introduced a national CO2 price for transport and heating sectors, while compensating households and supporting social inclusion through a range of measures. These included, for example, a regional climate bonus and shifting the tax burden away from labour and towards more growth-friendly taxes (European Commission, 2022, European Commission, 2024a). The climate bonus was, however, abolished in 2025 as a part of government saving measures.
[bookmark: _Toc214008830]Existing pollution and resource taxes 
In 2023, pollution and resource tax revenues reached 54.3 and 18.0 million EUR, respectively. These resulted from an increase in absolute terms of 78.2% for resource taxes and a decrease of 5.3% for pollution taxes over 15 years (2009-2023). However, in terms of GDP-ratios, pollution taxes decreased by 36.0% while resource taxes increased by 18.9% (Figure A6-2). 
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	[bookmark: _Ref201227752]Figure A6-3: Resource and pollution tax revenues in Austria (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 



List of pollution and resource taxes and revenue shares
	Table A6-1: Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Levy on dangerous waste
	873.42
	58.23
	100%



	Table A6-2: Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Compensation levy according to the Vienna Tree Protection Act
	39.53
	2.64
	13.5%

	Hunting and fishing duties
	252.5
	16.83
	86.5%



The levy on dangerous waste, was introduced with the Act on the Remediation of Contaminated Sites (Altlastensanierungsgesetz, ALSAG, BGBl. Nr. 299/1989) in 1989. It is paid for landfilling, incinerating, storing, and exporting waste for the same activities, which is why the levy has been described as a landfill and an incineration tax (IEEP, 2016). The tax rate and base differ for each of these processes, but are set centrally. Generally, the tax base corresponds to the mass of gross weight of waste (i.e. including packaging). As of 1 January 2025, the tax rate for landfilling amounts to EUR 10.60 per tonne at excavated soil, inert waste and construction waste landfills, EUR 23.70 per tonne at residual waste landfills, and EUR 34.30 per tonne at bulk waste landfills[footnoteRef:4]. Incinerating waste, producing substitute fuels from waste, or introducing waste into a blast furnace is set at EUR 9.20 per tonne. From 2025 onward, the contribution for storing waste has been changed to a period of three years. Waste for disposal, recovery and backfilling is charged at EUR 10.60 per tonne for mineral waste and EUR 100.10 per tonne for all other waste. The levy is paid by landfill owners and operators or anyone who initiated the chargeable activity. A range of material exemptions exist, e.g. for mining waste, certain animal by-products, wastes with high biogenic fractions, or recycled building materials[footnoteRef:5].  [4:  	https://www.altlasten.gv.at/finanzierung/altlastenbeitrag.html ]  [5:  	https://www.bmf.gv.at/themen/zoll/fuer-unternehmen/altlastenbeitrag.html ] 

Several changes were made to the ALSAG over time. For example, in 2006, the incineration of waste or the production of substitute fuel products was introduced as an additional taxable event (while retaining the exemption from contributions for residues from incineration)[footnoteRef:6]. The annual revenue amounted to EUR 54.3 million in 2023. While there were no index adjustments to the contribution levels from 2012-2019, the rate was raised by 15% with the 2024 ALSAG amendment. The levy is earmarked primarily for the recording, assessment and remediation of contaminated sites. It is collected by the Austrian Customs Office, i.e. paid at the national level.  [6:  	https://www.altlasten.gv.at/finanzierung/altlastenbeitrag.html ] 

 The compensation levy according to the Vienna Tree Protection Act (Gesetz zum Schutze des Baumbestandes in Wien, LGBl. Nr. 27/1974), was adopted in 1974 to protect the tree population in the city of Vienna. This includes all trees on public and private land with a trunk circumference of at least 40 cm, measured at a height of one metre. While certain trees are exempt from the act, landowners are obliged to preserve the population of trees on their properties. According to the Tree Protection Act, it is forbidden to adopt practices that could negatively affect the tree population, including to fell or remove trees. Exemptions apply to forests (which are covered by forestry legislation), trees grown in nurseries or garden centres that are intended for sale, fruit trees, trees impeding water supply, trees whose removal is required for agricultural production processes, and trees in allotment gardens. If a permit is granted to remove a tree and no corresponding replacement planting or replanting can be carried out, the compensation levy applies. The standard rate per tree amounts to EUR 5,000[footnoteRef:7]. The annual tax revenue amounted to EUR 3.65 million in 2023.  [7:  	https://www.wko.at/wien/verkehr-betriebsstandort/baumschutzgesetz ] 

Hunting and fishing duties are levied on a provincial level in Austria. As a result, there are variations in tax rates, permit requirements, and regulatory frameworks across the country. For instance, in Lower Austria (Niederösterreich), the hunting legislation outlines specific fees for obtaining hunting licenses, which may vary based on the type of game and the duration of the hunting period. Similarly, in Upper Austria (Oberösterreich), the hunting laws stipulate different categories of hunting permits, each with its associated costs and conditions. These provincial laws also detail the responsibilities of hunters, including mandatory training and adherence to conservation practices. In Salzburg, a communal provincial tax, known as the "hunting rights tax," is levied on the ownership or lease of hunting rights. The annual tax rates amount to EUR 0.64 per hectare for private hunting grounds, EUR 0.48 per hectare for community hunting grounds, and EUR 0.32 per hectare within the city of Salzburg. A minimum yearly levy of EUR 162 applies regardless of area size[footnoteRef:8]. [8:  	Salzburger hunting law (Jagdrecht) 2022, accessed 04/06/2025 at https://www.sbg-jaegerschaft.at/fileadmin/user_upload/Buch_Sbg_Jagdgesetz_Stand_September_2022.pdf ] 

Fees and other related instruments
	Table A6-3: Fees and other related instruments not reported in the National Tax Lists

	Waste fees
	€942.6 million in 2023

	Wastewater charges
	€1,252.6 million in 2022

	Land tax B
	€763.2 million in 2023

	Landscape protection and nature conservation levy
	€13.8 million in 2023

	Water charges
	€661.8 in 2023

	Source: Statistik Austria. Available at: Umweltgesamtrechnungen: Modul - Öko-Steuern 2023. Zeitreihe 1995 – 2023. Endgültige Ergebnisse. Bundesanstalt Statistik Österreich (STATISTIK AUSTRIA) and Bundesministerium für Klimaschutz, Umwelt, Energie, Mobilität, Innovation und Technologie (BMK).



Austria relies predominantly on environmental charges rather than taxes to address pollution and other environmental impacts. These include charges on water abstraction, wastewater treatment, waste management and waste transport (STATISTIK AUSTRIA, 2025). Consequently, ecologically relevant charges generate a much larger share of revenue than environmental taxes in the strict legal sense. Charges are typically earmarked to fund the specific environmental services or management activities to which they relate, such as wastewater and waste treatment or nature conservation measures.
Household waste fees apply to the collection of residual waste. They are set on the regional level. In Vienna, waste bins are emptied at least 52 times a year (exceptions exist for seasonal businesses, for example). The obligation to pay the levy applies to properties included in the public waste collection service, regardless of whether the service is actually used. Owners of such properties are liable to pay the levy each quarter of a year. The fees are calculated based on the size of the bin and the number of collections per year. For example, 52 collections of 120 litre bins amount to around EUR 288.97 per year in Vienna[footnoteRef:9] and to EUR 248.71 in Salzburg[footnoteRef:10]. The fees are used to finance the waste collection and treatment systems.  [9:  	Landesrecht konsolidiert Wien: Gesamte Rechtsvorschrift für Wiener Abfallwirtschaftsgesetz, Fassung vom 04.06.2025, accessed 04/06/2025 at https://www.ris.bka.gv.at/GeltendeFassung.wxe?Abfrage=LrW&Gesetzesnummer=20000141 ]  [10:  	https://www.stadt-salzburg.at/fileadmin/user_upload/04013/abfallwirtschaftsgebuehr_2025.pdf ] 

Austria’s waste-related economic instruments complement the above municipal fee structures, especially through targeted taxes and financial incentives that support higher levels of the waste hierarchy. Austria applies a landfill and waste-incineration tax system designed both to discourage disposal and to finance environmental remediation. Landfill tax rates range between EUR 9 and EUR 30, depending on the type of waste, and the tax also applies to exported waste. Tax revenues are earmarked for the sanitation and protection of historic landfills, contributing to Austria’s long-term objective of remediating contaminated sites by 2050[footnoteRef:11]. [11:  Austria, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/249540] 

Municipal wastewater charges have been levied on households and businesses for the treatment and disposal of wastewater since 1959, established by the Federal Water Act (Wasserrechtsgesetz, WRG). These charges are used to cover the cost of building and maintaining sewer systems, as well as for wastewater treatment. Water consumers are liable to pay a fee for the amount of water drawn from the public water supply. In the case of own water supply, the property tax debtors are liable for the property from which the water is discharged into the public sewer. The quantities of water drawn from the public water supply are deemed to be equal to those discharged into the public sewer. The legal framework for these fees is governed by municipal law, and each local authority sets its own rates. In the province of Styria, for example, municipal charges ranged from EUR 1.50 to EUR 4.50 per m³ in 2019[footnoteRef:12]. In Vienna, wastewater charges were increased from EUR 2.35 to EUR 2.49 per m3 as of 2025[footnoteRef:13].  [12:  	https://www.wasserwirtschaft.steiermark.at/cms/beitrag/12799991/160281757 ]  [13:  	https://www.wien.gv.at/amtshelfer/umwelt/wasser/wasseranschluss/abwassergebuehr.html ] 

Established in 1955, property tax B can be regarded as environmentally relevant as it aims to counteract soil sealing in Austria[footnoteRef:14]. It includes single-family houses, rental properties, mixed-use properties, commercial properties and other developed and undeveloped properties. Generally, any property that is not used for agricultural purposes falls within the scope of property tax B. While there is a national tax rate calculated based on the type of property and rateable value[footnoteRef:15], municipalities are authorised to increase this rate by up to 500%[footnoteRef:16]. The tax is paid by property owners, but may be passed on to tenants as part of the operating costs of a building. Tax exemptions are set locally and may apply to public transport routes, flowing waters and land owned by local authorities for public service or use. Temporary exemptions may apply for newly created (subsidised) residential properties. [14:  	STATISTIK AUSTRIA (2025): Umweltgesamtrechnungen: Modul - Öko-Steuern 2023. Zeitreihe 1995 – 2023. Endgültige Ergebnisse. Bundesanstalt Statistik Österreich (STATISTIK AUSTRIA) and Bundesministerium für Klimaschutz, Umwelt, Energie, Mobilität, Innovation und Technologie (BMK).]  [15:  	Bundesrecht konsolidiert: Gesamte Rechtsvorschrift für Grundsteuergesetz 1955, Fassung vom 04.06.2025, accessed 04/06/2025 at https://www.ris.bka.gv.at/GeltendeFassung.wxe?Abfrage=Bundesnormen&Gesetzesnummer=10003845 ]  [16:  	https://www.bmf.gv.at/themen/steuern/immobilien-grundstuecke/grundbesitzabgaben-einheitsbewertung/grundsteuer.html ] 

Austrian levies on landscape protection and nature conservation are regionally determined. They generally apply to the extraction of aggregates (IEEP, 2016), but may also include the construction of sports facilities or the extraction of water, like in the province of Tyrol[footnoteRef:17]. The rates also differ depending on the mineral extracted. In Vorarlberg, for example, they are set at EUR 0.21 per tonne of stone, and EUR 0.41 per tonne of sand, gravel and bulk material[footnoteRef:18]. The levy is earmarked for nature conservation measures (and, in some provinces, for the provision of public transport), and helps fund the Nature Conservation Fund. These nature conservation levies are self-assessment levies that need to be paid by anyone mining the above materials or removing them from bodies of water.  [17:  	See Landesrecht konsolidiert Tirol: Gesamte Rechtsvorschrift für Naturschutzgesetz 2005 - TNSchG 2005, Tiroler, Fassung vom 07.05.2023, accessed 04/06/2025 at https://ris.bka.gv.at/GeltendeFassung.wxe?Abfrage=LrT&Gesetzesnummer=20000252&FassungVom=2023-05-07 ]  [18:  	See Landesrecht konsolidiert Vorarlberg: Gesamte Rechtsvorschrift für Gesetz über Naturschutz und Landschaftsentwicklung, Fassung vom 04.06.2025, accessed 04/06/2025 at https://www.ris.bka.gv.at/GeltendeFassung.wxe?Abfrage=LrVbg&Gesetzesnummer=20000466 ] 

Water charges are imposed on households and firms in Austria for the supply of drinking water. The charges cover the costs of water extraction and treatment, and distributing infrastructure maintenance. The charges are typically calculated based on the volume of consumed water, but may also depend on property size in some municipalities. Rates are determined by municipal governments, as such they can vary across regions. In Vienna, for instance, they amount to EUR 2.27 per m3 of potable water consumed (increased as of 2025 from EUR 2.14 per m3), as well as EUR 30.38 to EUR 364.42 per year for water meters, depending on the size of the connection[footnoteRef:19]. The charges need to be paid each quarter of a year. Revenues from these charges are used to fund the maintenance and improvement of the water supply system.   [19:  	Source: https://www.wien.gv.at/amtshelfer/umwelt/wasser/wasseranschluss/wassergebuehr.html ] 

Proposed or postponed environmental taxes
While there are no confirmed plans to adopt a national plastic tax, Austria has recently implemented a deposit-return system for disposable plastic and metal beverage containers, with a deposit of EUR 0.25 as of 2025. Dairy and mixed milk drinks are excluded. Additionally, large food retailers (with over 400 m² of sales area) must increase the share of reusable beverage packaging to at least 30% by 2030, with phased targets starting in 2024[footnoteRef:20]. [20:  	https://wts.com/wts.com/publications/climate-protection-green-tax-energy/2023/wtsglobal-plastic-taxation-in-europe-2023.pdf ] 

Conclusions, country-specific recommendations and reform progress
In contrast to other Member States, Austria tends to rely on levies, charges and fees rather than taxes to steer environmentally-friendly behaviour. These are generally earmarked for infrastructure provision, environmental management and environmental protection, i.e. providing a service in return (e.g., waste treatment, water supply, nature conservation measures). Most of these economic instruments vary in their design across the nine Austrian provinces, the tax on dangerous waste (ALSAG) being the notable exception. A national expert noted that managing these instruments on a sub-national level was the most effective and efficient way to adapt to local circumstances and cover the cost of related service provisioning. 
The design of the Austrian landfill tax (as part of the tax on dangerous waste) has been identified by the European Commission as a good practice example[footnoteRef:21], although its revenues started falling in 2003 following its redesign. Its revenue finances the containment and treatment of contaminated sites, thus paying for externalities arising from landfilling. Austria is the only EU Member State where such revenues are used exclusively for this purpose (Ettlinger & Bapasola, 2022). There are also differentiated rates for new and high-standard landfills and older ones. However, there are concerns that the tax differential for the two types of landfills was not substantial enough to offset additional costs. The tax is structured in a way that it puts different treatment options (MBT, linked to thermal treatment, and incineration) on equal terms regarding financial costs (Ettlinger & Bapasola, 2022). The incineration tax is closely linked to the landfill tax, as the latter increased incineration rates whose revenue is used to clean-up contaminated sites.  [21:  	Austria, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/249540] 

Different from other Member States, the Austrian statistical institute also considers land tax B an environmental tax. It taxes most types of property other than land used for agricultural purposes. It is considered an environmental resource tax since building on the land seals the soil.
Austria is among the few countries who launched an explicitly eco-social tax reform agenda, although it mainly addresses CO2 pricing and has decreased in its ambition recently. While Austria has made limited progress in expanding its environmental tax base, the share of environmental tax revenue relative to GDP and total tax revenue has declined for most environmental taxes (below the EU average). Austria’s environmental tax revenues, as a percentage of GDP, were also slightly below the EU average in 2022 (European Commission, 2024a), indicating that there is room for improvement in this area.
The country had, at one point, implemented a fertiliser tax, which was later abolished due to concerns about its effectiveness and economic impact (European Commission, 2022). While this policy shift indicates some adaptability in Austria’s approach to environmental taxation, it also highlights the difficulty in fully implementing green fiscal reforms in the context of Austria's broader fiscal structure.
Despite these efforts, Austria's tax mix still remains dominated by taxes on labour income and consumption, rather than property and environmental taxes (European Commission, 2024a, European Commission, 2025). The Commission’s Country Specific Recommendations (CSRs) have consistently highlighted the need for Austria to address inefficiencies in its fiscal framework and to make its tax system more growth-oriented and equitable. Particularly, the latest CSRs have emphasised that Austria should realign its tax system in a way that would increase transparency, efficiency, and fairness.
Another challenge is posed by the varying competencies of the Austrian federal government and regional governments. The Bundesländer (provinces) depend largely on transfers of tax revenues by the federal government, hindering efficient public spending (European Commission, 2024a). Thus, CSRs have suggested to better align own-source revenues with sub-central government spending while strengthening transparency and coordination. 
In 2022, Austria had one of the highest tax-to-GDP ratios in the EU, alongside a high tax wedge (European Commission, 2024b). These factors contribute to the inefficiency of the tax system in supporting long-term economic growth. Income tax brackets introduced in 2023 and an improved tax mix resulting from the eco-social tax reform have provided some social relief. However, further improvements are needed to address the structural challenges (European Commission, 2024b). Therefore, Austria should increase its efforts to shift the tax burden away from labour, and to introduce more environmentally friendly tax schemes (European Commission, 2024a). 
The tax mix should be improved to reduce the tax wedge while supporting inclusive and sustainable economic growth (European Commission, 2025). To improve the tax system’s efficiency, fiscal relationships and responsibilities between the national and sub-national governments should be simplified and aligned (European Commission, 2024b). 
EHS continue to be a challenge to the green transition, especially in transport and energy. According to a national expert, however, this issue has not been discussed at the political level in recent years and is unlikely to change in the near future. Further structural improvements are needed to enable inclusive and sustainable economic growth. For example, shifting the tax burden away from labour and toward pollution and resource use, and strengthening national environmental tax instruments while clarifying fiscal responsibilities across levels of government. 
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The analysis by Hogg et al. (2016) identified several areas where Austria could strengthen its environmental taxation system, many of which remain relevant today. This is largely because Austria’s environmental tax structure has changed only marginally over the past decade. Apart from periodic adjustments to the ALSAG levy and incremental updates to selected charges, few new environmental tax instruments have been introduced and the overall tax mix has remained broadly stable. As a result, the gaps and opportunities highlighted in 2016 — including limited use of pollution and resource taxes and the reliance on charges rather than taxes — still characterise the current system, making the earlier recommendations pertinent to the present context.
A key recommendation concerned the introduction of an aggregates tax at a rate of €2.40 per tonne, aimed at reducing environmental harm from mineral extraction and encouraging the use of recycled materials. The proposed tax would apply to a broad range of materials extracted in Austria. While aggregates are already subject to regional levies related to landscape protection and nature conservation, these are far below the level recommended by Hogg et al. (2016). This gap has been confirmed by national experts, who emphasised the absence of an effective, dedicated aggregates tax. As such, the recommendation remains pertinent, particularly given the growing focus on circular economy objectives and resource efficiency.
In the field of waste management, Hogg et al. (2016) proposed increasing the waste incineration tax from €8 to €15 per tonne to strengthen recycling incentives and ensure a level playing field between disposal options. Despite amendments to the ALSAG framework, rates have only risen to €9.20 per tonne in 2025, still significantly below the benchmark. The same study also recommended introducing a packaging tax on materials such as plastic, aluminium, glass and paper, with differentiated rates designed to reflect environmental impact and encourage waste prevention. While Austria introduced a deposit-return system for plastic and metal beverage containers in 2025, an important step towards closing material loops, there remains scope to extend fiscal measures to other packaging types to further reduce waste generation.
Hogg et al. (2016) also suggested introducing a single-use carrier bag tax of €0.11 per bag. Austria instead opted for a ban on single-use plastic carrier bags in 2020, with limited exceptions for biodegradable bags made from renewable materials. From an environmental perspective, a ban is often more effective than a tax, as it eliminates rather than discourages the use of the targeted product. The main difference is that, unlike a tax, a ban does not generate revenue that could be earmarked for waste-prevention or circular-economy initiatives. However, in terms of reducing the consumption of single-use plastic bags, the ban is likely to achieve the intended policy objective more directly.
To address air pollution, the study proposed introducing a tax on major pollutants: €1,000 per tonne for sulphur oxides (SOx) and nitrogen oxides (NOx), and €2,000 per tonne for particulate matter (PM10). Although Austria’s Air Pollution Control Act provides a regulatory framework for emissions reduction, enforcement and rate-based incentives vary across provinces. A targeted air-pollution tax could strengthen the application of the polluter pays principle, particularly in sectors and regions where concentration thresholds continue to be exceeded.
Regarding water resources, Hogg et al. (2016) observed that abstraction and discharge charges are administered regionally and vary widely in structure and rates. It recommended that revenues exceeding cost-recovery levels should accrue to the national budget to promote consistency and transparency. The study also proposed establishing a national wastewater tax to better address pollution and ensure coherent treatment of discharges. However, given the strong role of regional authorities in water management, the environmental benefits of centralising such a tax remain uncertain.
In agriculture, Hogg et al. (2016) highlighted the absence of both a pesticides tax and a fertiliser tax as a gap in Austria’s environmental fiscal framework. A pesticide tax, differentiated by hazard level, could internalise environmental costs and incentivise a shift towards less harmful substances. Similarly, reintroducing a tax on nitrogen fertilisers could help reduce nutrient runoff and water pollution. Austria previously applied such a tax between 1989 and 1994, but it was abolished shortly before EU accession due to concerns about competitiveness and the low rates applied at the time, which proved insufficient to change behaviour. Experts note that any future reintroduction would require coordination with EU-level agricultural subsidy policies to ensure consistency and fairness across Member States.
Austria is encouraged to maintain and further improve its strong performance in waste prevention, preparation for re-use, and recycling. Several policy opportunities could support this, including packaging taxes or advanced fee modulations that could help reduce packaging waste generation and encourage more recyclable, eco-designed materials[footnoteRef:22]. [22:  Austria, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/249540] 

Overall, Austria’s environmental taxation system continues to rely heavily on regional levies and regulatory instruments. The recommendations by Hogg et al. (2016) remain largely unimplemented but still provide a relevant roadmap for reform. Strengthening and harmonising these instruments, particularly in the areas of aggregates, waste, air pollution and agriculture, would improve coherence, enhance environmental effectiveness and better reflect the polluter pays principle.
[bookmark: _Toc214008832]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Austria’s existing environmental taxation framework is relatively well developed, particularly regarding waste management, air emissions, and water abstraction. The modelling results for Scenario A suggest that introducing benchmark taxes across all eight environmental areas would yield moderate fiscal gains, equivalent to approximately 0.3 per cent of total environmental tax revenues in 2030, and measurable environmental benefits, notably reductions in air pollutant emissions and water abstraction. Under Scenario B, impacts are proportionally smaller but remain positive. Overall, the projected effects indicate that Austria could feasibly strengthen the use of environmental taxation without significant macroeconomic disruption. 
Total revenues from the investigated taxes could rise by around €590 million in 2030 and €630 million in 2035, respectively 7 and 8 times the revenues for pollution and resource taxes in 2023.  The greatest gains are from water abstraction (54% of the total) and mineral extraction (36% of the total).  The other contributors are air pollution taxes, pesticides and fertilizers. No contribution is made from waste to incineration, waste to landfill and water effluent as these are already taxed at above the investigated minimum rates. Reduction in emissions or use of materials is greatest for pesticides (33%), SO2 (28%) and fertilizers (24%).
	Table A6-4: Environmental Impacts and Revenue Changes in Austria – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	1,21
	1,09
	1,99%
	1,80%

	SO2
	-32,43%
	-32,43%
	7,23
	6,64
	11,92%
	10,96%

	PM2.5
	-29,58%
	-29,58%
	2,65
	2,36
	4,38%
	3,89%

	Water abstraction
	-9,14%
	-9,14%
	318,82
	325,60
	395,11%
	403,53%

	Fertilizers
	-23,96%
	-23,96%
	7,54
	7,79
	12,44%
	12,85%

	Pesticides
	n/a
	n/a
	23,50
	23,02
	38,78%
	37,99%

	Waste incineration
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to landfill
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Water effluent
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Minerals & aggregates
	-16,67%
	-16,67%
	179,11
	177,31
	891,08%
	882,16%



	Table A6-5: Environmental Impacts and Revenue Changes in Austria – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,39
	0,35
	0,6%
	0,6%

	SO2
	-8,11%
	-8,11%
	2,46
	2,26
	4,1%
	3,7%

	PM2.5
	-7,39%
	-7,39%
	0,87
	0,78
	1,4%
	1,3%

	Water abstraction
	-1,79%
	-1,79%
	67,43
	68,87
	83,6%
	85,3%

	Fertilizers
	-5,99%
	-5,99%
	2,33
	2,41
	3,8%
	4,0%

	Pesticides
	n/a
	n/a
	12,87
	12,61
	21,2%
	20,8%

	Waste incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & aggregates
	-5,02%
	-5,02%
	46,96
	46,49
	233,6%
	231,3%



However, several implementation challenges merit careful consideration. Public resistance to higher environmental charges has historically been low in Austria, but concerns may emerge in sectors sensitive to international competition, such as manufacturing, construction materials, and agriculture. The aggregate extraction sector, for instance, has previously expressed reservations about the introduction of new levies. Similarly, higher wastewater or air emission charges could face opposition from energy-intensive industries. To avoid unintended effects on competitiveness, gradual phasing-in of new rates combined with targeted support for efficiency investments would be essential. Coordination between federal and regional authorities, particularly given Austria’s decentralised environmental governance, will also be critical to ensure consistency and transparency in tax application.
From a distributional perspective, Austria’s relatively strong social safety net reduces the risk of major regressive impacts, yet the effects of higher charges on households’ utility costs and waste fees should be addressed. Revenue recycling offers an effective mechanism to mitigate these risks: allocating part of the additional revenues to reduce labour taxation, to support lower-income households, or to invest in public transport and energy efficiency can maintain fairness and public acceptability. Communication on how revenues are used, and visible reinvestment in environmental quality, would further strengthen support.
Based on the modelling results and Austria’s institutional context, several priority taxes could be considered for gradual introduction or strengthening:
A mineral extraction tax aligned with EU benchmarks, as Austria currently has only limited levies on raw material extraction despite high resource consumption.
A wastewater effluent tax, modelled on best practices in other Member States, which could provide incentives for industrial and municipal water efficiency.
An adjustment to fertiliser and pesticide charges, where existing measures are limited to indirect pricing through regulatory fees.
For each of these instruments, implementation should be accompanied by flanking measures, such as investment incentives for circular economy technologies and eco-innovation, to help affected industries transition smoothly.
In summary, Austria is well positioned to expand its environmental tax base with limited economic risk. The main feasibility challenges relate to coordination across governance levels and the need to balance environmental ambition with competitiveness and equity considerations. A phased approach, coupled with transparent revenue recycling and targeted support for vulnerable sectors and households, would ensure that new taxes contribute effectively to both environmental improvement and fiscal resilience.
[bookmark: _Toc214008833]Belgium
[bookmark: _Toc214008834]Overview on environmental taxes
Environmental taxes in Belgium amounted to 2.3% of GDP in 2023, slightly above the EU average. Although revenues have increased over time, their relative weight in the economy has gradually declined. Total environmental tax revenue reached EUR 13.82 billion in 2023 (Figure A6-4), an increase of 69% in real terms since 2009[footnoteRef:23]. Over the same period, however, the ratio of environmental taxes to GDP fell by 1.5% (Figure A6-5). In 2023, energy and transport taxes accounted for the majority of revenues (around 71.3% and 23.9% respectively), while pollution and resource taxes contributed 4.0% and 0.4%.  [23:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 69% increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201231079]Figure A6-4: Total environmental tax revenue in Belgium (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 44.1% of Belgium’s GDP, only 0.8 percentage points lower than in 2009. Environmental taxes represented 5.25% of total tax revenue in 2023, virtually unchanged from 5.24% in 2009. As a share of total tax revenues, environmental tax revenues therefore increased by only 0.01 percentage points over the period. Within this, pollution tax revenues saw the sharpest decline, falling by 31% in absolute terms.
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	[bookmark: _Ref201231101][bookmark: _Ref201244726]Figure A6-5: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes


[bookmark: _Toc214008835]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 549 and 59 million euros (Figure A6-5) These amount to increases in absolute terms of — respectively — 18.4% and 41.9% over 15 years (2009-2023). In terms of GDP-ratios, pollution taxes decreased by 31% while resource taxes decreased by 17.3% (Figure A6-5). 
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	Figure A6-6: Resource and pollution tax revenues in Belgium (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 




List of pollution and resource taxes and revenue shares
	Table A6-6: Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Environmental charge
	€11.9 - €0
	€5.2
	0%

	Ecotax
	€0.3 - €0
	€0.4
	0%

	Tax on manure
	€4.3 - €4.6
	€3.8
	100%



	Table A6-7:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Tax on waste products
	€54.8 - €98.4
	€68.4
	24%

	Packaging contribution
	€303.9 - €316.1
	€327.1
	76%

	Tax on household waste
	€0 - €0
	€0
	0%



	Table A6-8: Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Taxes on water 
	€3.5 - €2.7
	€3
	2%

	Taxes on water 
	€116.3 - €144.4
	€123.5
	98%


 
	Table A6-9: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Annual revenue
(€ million) in 2023

	Intensive agriculture tax – Tax on environmental impacts from farming
	N.A.

	Tax on potable water extraction – Wallonia
	N.A.

	Tax on potable water extraction – Flanders
	N.A.

	Tax on incineration of waste
	€98.4

	Note: N.A. = Data not available


Taxes, fees and other related instruments
Belgium introduced a packaging tax on beverage containers in 1993 along with other environmental taxes, to encourage changes in consumer behaviour change to promote re-use through deposit refund schemes and recycling by changing the relative prices of products. The tax rate was 15 francs (EUR 0.37) for all types of beverage containers, regardless of reusability, although exemptions were applied, based on the recycling or re-use rates of the products. In 2004, the tax was reformed, zero rating all beverage containers from VAT but also introducing much higher rates of tax, especially for non-reusable containers, with the overall aim of reducing the price of reusable packaging while maintaining higher prices for other containers. By 2016, the tax was EUR 9.86 per hectolitre for non-reusable and EUR 1.81 per hectolitre for reusable containers. The tax focused mainly on large supermarkets and was less effective in smaller retail outlets, which continued to provide bags free of charge. Therefore, the successful of the packaging tax has been difficult to assess, as it has clearly encouraged the recycling of packaging, but has been less successful in encouraging reuse.
In 2007, a second tax on packaging, called the "environmental tax", was introduced together with some other environmentally harmful products with the aim of discouraging the use of the targeted products. The charge covered four groups of products: single-use carrier bags (EUR 3/kg), single-use plastic (EUR 2.70/kg) and aluminium foil (EUR 4.50/kg), and disposable plastic cutlery (EUR 3.60/kg). However, as of January 2015, the environmental tax was abolished on the grounds that the tax had succeeded in achieving its objectives (e.g. the distribution of single-use plastic carrier bags decreased by 60% between 2008 and 2009). Revenue from packaging and environmental taxes is retained by the national government, i.e. it is not earmarked for any specific expenditure. The levy is due once products are put on the market for consumers and is paid for the party placing the packaging on the market.
The 2025 European Semester Report[footnoteRef:24] acknowledges Belgium's early leadership in product-related taxes but notes uneven effectiveness across sectors and recommends linking product taxation more directly to eco-modulation and circular economy performance. [24:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Belgium. db66340f-3711-4f6e-aadd-81528e029de8_en] 

In all three regions of Belgium, an incineration tax has also been levied for several years on all waste entering the incineration plants and on waste exported for incineration outside the region. The incineration of medical waste is exempt from the tax. If the waste is incinerated in the Brussel-Capital Region (BCR), the tax is payable by the operator of the waste incineration plant. And, if the waste is collected in the BCR, but incinerated outside the region, the tax is payable by the waste collector. In the absence of a collector, the tax is payable by the transporter of the waste. In the absence of a collector and a transporter, the tax is paid by the waste producer. 
The BCR decided to increase the incineration tax to 15 EUR/t from 2022 and both Flanders and Wallonia have plans to increase their incineration tax as well but are currently studying the most effective way to do this in combination with other policy measures to help shift waste from incineration to separate collection (and recycling). Currently, the incineration tax in Flanders is 13.38 EUR/t and in Wallonia are 14.69 EUR/t for incineration with energy recovery and 68.33 EUR/t for incineration without energy recovery. 
At regional level, Wallonia has a tax on water that covers various aspects: I) tax on the discharge of industrial water, which affects companies that discharge wastewater as part of their industrial activity; and II) tax on the discharge of domestic wastewater generated by individuals and groups when the water does not come from the public network.
For the discharge of domestic wastewater, from October 2003, the tax paid to the region was gradually reduced and finally converted into a "true cost of sanitation" in 2004. For each cubic meter of water used, an amount of €1.565 (excl. VAT) (1 January 2013) is withdrawn to finance wastewater treatment. In other words, consumers pay for the pollution they cause. For the discharge of industrial water, the tax is determined on the basis of the pollutant load, that is 8.9242€/UCP (unit of pollutant load). The industrial tax is received by the administration of the Walloon Region. 
Similarly, in the Walloon region, a tax on non-household waste is levied on companies and organizations that generate commercial, industrial or institutional waste. The main objective of this tax is to encourage waste reduction and to promote sustainable management practices. The primary taxpayers are businesses and industrial entities that generate non-household waste. This includes sectors such as manufacturing, construction, and services. These entities are responsible for managing and disposing of their waste in compliance with regional regulations. The tax is levied on the quantity and type of non-household waste that is landfilled or incinerated. The tax rates are fixed per tonne but vary according to the waste category. The regional government of Wallonia sets these rates, and they are periodically adjusted to reflect inflation and policy objectives. Revenues from the non-household waste tax are allocated to the regional waste management fund, which supports development and maintenance of waste treatment infrastructure, environmental protection initiatives, and promotion of sustainable waste management practices among businesses.
Finally, there is a manure tax in the Flanders region, due to the intensity of agriculture and environmental concerns around nutrient pollution. Taxpayers are mainly agricultural businesses, especially livestock farmers who produce or manage large volumes of manure. The aim is to limit the environmental damage caused by nutrient overloads, particularly nitrogen and phosphorus, which contribute to soil degradation and water pollution. The tax base is the quantity and type of manure produced or processed, and whether it is applied to land, stored, exported, or processed. The tax applies differently depending on whether the manure is solid, liquid, or mixed, and on its nitrogen content. In general, there are three tariffs: €2.48 per ton import; €0.99 per kg nitrogen and phosphorous production above the amount allowed; and 0.99 € per kg nitrogen and phosphorous not processed or exported, which applies to farmers who have not met requirements concerning the obligatory processing or export of manure.
The European Semester report[footnoteRef:25] highlights nutrient pollution as an ongoing challenge, especially in Flanders, and calls for better enforcement of agricultural environmental charges and cross-compliance with CAP subsidies. [25:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Belgium. db66340f-3711-4f6e-aadd-81528e029de8_en] 

Fees and other related instruments
Fee modulation (or eco-modulation) is a system with different fees for different types of packaging materials and designs. This system adjusts the fees that producers have to pay according to the environmental characteristics of their products, especially in terms of recyclability and sustainability. Advanced fee modulation creates stronger incentives for packaging producers to design for recycling, thus creating favourable conditions for higher recycling rates. 
The degree of progressive fee modulation is assessed on the basis of four criteria selected as benchmarks for a well-designed eco-modulated fee system: a) recyclability, for example differentiating between PET and PS, between different colours of PET, or between 100 % cardboard boxes and laminated beverage cartons; b) sortability and disruptors, for example a malus for labels/caps/sleeves made of other materials, which are not fitted for the recycling technologies of the main packaging; c) recycled content; and d) if there is a transparent compliance check by the PRO that producers report correctly. The historical tariffs are shown below.
	Table A6-10: Historical tariffs

	Materials
	Green Dot Tariffs (EUR/t)

	
	2015
	2017
	2019
	2021

	Glass
	24.1
	21.4
	31.1
	49.9

	Paper-cardboard
	13.9
	16.9
	22.3
	118.9

	Steel
	52.4
	124.4
	52.9
	211.4

	Aluminium
	31.7
	32.6
	33,9
	46.2

	PET/HDPE
	111.1
	210.7
	-
	-

	PET bottles
	-
	-
	346.3
	200.4
(transparent)

	HDPE bottles
	-
	-
	341.8
	364.7

	Other plastics
	-
	-
	510.3
	329.7-1133.7

	Drink cartons
	232.7
	245.5
	354.1
	445.3

	Other recoverable materials
	267.7
	282.3
	618.1
	1152

	Other non-recoverable materials
	294.4
	310.6
	781.8
	1440


In 2021, a dissuasive rate (tariff: 2267 EUR/t) was introduced for nuisance packaging such as: plastic cans with metal on top or bottom; plastic bottles which are at least 75 % covered by a sleeve; aluminium foil laminated plastic packaging for drinks, fruit and vegetables, prepared dishes, pet food, care products and body care; oxodegradable packaging;  and laminated cardboard packaging of crisps and milk powders.
Flanders and Wallonia both have a landfill ban for some kinds of waste (see Table A6-11) as well as a landfill tax. The tax is levied on all Belgian waste to be landfilled, also on waste that is exported from Belgium for landfilling in other countries and on waste that is imported from other countries for landfilling in Belgium. There is no algorithm or calculation method applied to determine the level of the tax, but considering the waste management performance of Flanders and Wallonia, the tax seems to have been effective in reducing landfilling of waste and in redirecting waste to incineration. Their situation is presented in  below. 
	[bookmark: _Ref209179264]Table A6-11: Regional landfill bans and taxes

	Region
	Landfill ban
	Landfill tax (EUR/t)

	
Flanders
	Since 1998, ban on separately collected waste;
Since 2000, ban on combustible waste (TOC > 6 % and LOI > 10 %);
Since 2007, ban on biodegradable waste.
	
107.87 EUR/t for combustible waste;
59.33 EUR/t for non-combustible waste.

	
Wallonia
	Since 2004, ban on combustible waste (TOC > 6%);
Since 2007, ban on biodegradable waste.
	119.59 EUR/t for general waste;
66.37 EUR/t for non-combustible waste


According to the 2025 Semester analysis[footnoteRef:26], Belgium’s landfill diversion success is among the best in the EU, but further progress is constrained by persistent incineration reliance and limited incentives for upstream waste prevention. [26:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Belgium. db66340f-3711-4f6e-aadd-81528e029de8_en] 

Conclusions, country-specific recommendations and reform progress
Belgium’s environmental taxation system remains notably decentralized, with substantial authority delegated to its three regions: Flanders, Wallonia, and Brussels-Capital. Each region independently administers pollution and resource taxes, allowing tailored responses to local environmental issues. Recent regional adjustments include increased taxes on waste incineration, reflecting efforts to discourage environmentally harmful practices and promote recycling (EEA, 2021)[footnoteRef:27]. [27:  	https://www.eea.europa.eu/publications/many-eu-member-states/belgium] 

Over recent years, Belgium has implemented targeted reforms and policy adjustments in pollution and resource taxation to align with European Union environmental objectives. These measures aim to internalize environmental costs, promote sustainable practices, and transition towards a circular economy. 
Policy developments include proposals to introduce a national carbon tax recommended by the IMF, aiming for a progressive rate reaching approximately €100 per tonne by 2030. This policy targets sectors not covered by the EU Emissions Trading System, such as transportation and agriculture, to facilitate cost-effective emission reductions[footnoteRef:28]. Additionally, the federal government introduced "Ecocide" into Belgium's criminal code in early 2024, establishing severe penalties for activities causing substantial, widespread environmental damage[footnoteRef:29]. [28:  	https://www.imf.org/-/media/Files/Publications/Selected-Issues-Papers/2023/English/SIPEA2023017.ashx]  [29:  	https://ecojurisprudence.org/wp-content/uploads/2023/10/Belgium-Ecocide-law.pdf] 

Further proposals for comprehensive environmental tax reforms at the federal level were explored in 2022, advocating for revisions to energy taxation, increased excise duties, and measures promoting sustainability in transport and construction sectors[footnoteRef:30]. These efforts illustrate Belgium’s evolving approach towards leveraging fiscal policies to achieve broader environmental sustainability goals. [30:   	https://finances.belgium.be/sites/default/files/beoess/20220630%20Final%20report%20ecofiscality%20.pdf] 

Moreover, in line with the EU’s Green Deal, Belgium is introducing green taxes to support the transition to a low-carbon economy, including the implementation of the Carbon Border Adjustment Mechanism (CBAM) and a commitment to the expanded EU Emissions Trading System (ETS).
The 2025 European Semester[footnoteRef:31] report confirms that Belgium has made only modest progress on shifting taxation from labour to environmental bases. While energy taxation is significant, sectors like aviation and agriculture remain undertaxed. The Commission recommends reducing exemptions (e.g. for aviation fuel), improving interregional coherence, and ensuring new carbon revenues support climate investment. Meanwhile, on 8 July 2025 the Council of EU adopted the CSRs for Belgium and recommends that Belgium take further action on sustainable agriculture by improving water quality and by reducing nutrient losses.[footnoteRef:32] [31:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Belgium. db66340f-3711-4f6e-aadd-81528e029de8_en]  [32:  	https://www.consilium.europa.eu/en/press/press-releases/2025/07/08/european-semester-2025-council-adopts-country-specific-recommendations/ ] 

[bookmark: _Toc214008836]Potential for implementing additional environmental taxes
Belgium has made progress in implementing environmental taxes, particularly in the areas of waste management, energy use, and transport. However, several environmental externalities remain undertaxed, leaving space for reforms and new fiscal measures. Sectors such as agriculture, aviation, and industry contribute significantly to environmental degradation—through emissions, nutrient pollution, and resource depletion—yet are taxed below the level that would internalize these externalities effectively (OECD, 2021)[footnoteRef:33]. [33:  	https://www.oecd.org/content/dam/oecd/en/publications/reports/2021/03/oecd-environmental-performance-reviews-belgium-2021_1877a11d/738553c5-en.pdf] 

One major gap lies in the underuse of taxes on fertilizers and pesticides, especially considering the agricultural sector’s impact on nitrogen pollution and soil degradation.  While households and road transport face relatively high environmental taxation, other high-emitting sectors carry a much lower fiscal burden relative to their environmental impact.
In addition to the OECD’s recommendations, the IMF (2023)[footnoteRef:34] have emphasized the feasibility of implementing a broad-based carbon tax[footnoteRef:35], removing environmentally harmful VAT reductions, and phasing out subsidies for fossil fuels. These reforms could significantly improve the alignment between fiscal policy and environmental sustainability. Furthermore, the European Commission, through its Country Specific Recommendations (CSRs), has repeatedly encouraged Belgium to reduce environmental tax exemptions and shift the tax burden from labour to environmental bases, goals that have only been partially achieved to date. The Belgian Federal Planning Bureau estimates that tax benefits for company cars cause the state to lose between €3 billion and €6 billion in tax revenue.[footnoteRef:36] [34:  	https://www.imf.org/en/Publications/selected-issues-papers/Issues/2023/03/03/Fiscal-Policy-Options-to-Accelerate-Emissions-Reductions-in-Belgium-Belgium-Belgium-530525]  [35:  	It should be noted that at European Union level, there is the EU ETS, the CBAM (entering into force in 2026) and the ETS II (entering into force in 2027).]  [36:  	https://www.plan.be/fr/publications/depenses-fiscales-liees-aux-voitures-de-societe ] 

[bookmark: _Toc214008837]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Belgium already operates a relatively dense environmental tax framework, with instruments in place for waste disposal, air emissions, and transport. However, many rates remain low relative to environmental costs, and certain areas, particularly resource use and water effluents, are under-taxed or unevenly applied across regions. The modelling results show that introducing harmonised benchmark taxes would generate moderate additional revenues and measurable environmental benefits. Under Scenario A, total revenues from the new taxes would rise by around 0.4 per cent of total environmental tax receipts, with reductions in pollutants and resource use generally between 5 and 10 per cent. Under Scenario B, fiscal and environmental effects are smaller but still positive, suggesting that environmental tax reform could be pursued without major macroeconomic disruption.
The modelled taxes in Belgium would raise about another €510 million in 2030 and €472 million in 2035, implying an increase of 83% in 2030 and 78% in 2035. The greatest increase comes from water abstraction (65%) and mineral aggregates (26%).  Together the two account for 91% of all increases in revenues. Reductions in environmental impacts are greatest in pesticides (58%), fertilizers (42%), SO2 (31%) and water abstraction (28%).  There is no impact from taxes on waste incineration and water effluent as these sectors have current taxes rates above the investigated minimum.
	Table A6-12: Environmental impacts and revenue changes in Belgium – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	1,31
	0,87
	0,26%
	0,17%

	SO2
	-32,43%
	-32,43%
	11,11
	7,68
	2,18%
	1,50%

	PM2.5
	-29,58%
	-29,58%
	4,15
	3,75
	0,81%
	0,73%

	Water Abstraction
	-27,68%
	-27,68%
	333,41
	305,36
	341,60%
	312,87%

	Fertilizers
	-41,94%
	-41,94%
	9,38
	8,64
	1,84%
	1,69%

	Pesticides
	n/a
	n/a
	48,43
	48,30
	9,49%
	9,46%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Minerals & Aggregates
	-16,67%
	-16,67%
	112,63
	108,95
	115,40%
	111,63%



	Table A6-13: Environmental impacts and revenue changes in Belgium – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,43
	0,28
	0,1%
	0,1%

	SO2
	-8,11%
	-8,11%
	3,78
	2,61
	0,7%
	0,5%

	PM2.5
	-7,39%
	-7,39%
	1,36
	1,23
	0,3%
	0,2%

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Fertilizers
	-10,48%
	-10,48%
	3,62
	3,33
	0,7%
	0,7%

	Pesticides
	n/a
	n/a
	26,37
	26,30
	5,2%
	5,2%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	-5,02%
	-5,02%
	38,67
	37,41
	39,6%
	38,3%



Nevertheless, feasibility and implementation challenges are likely, reflecting Belgium’s regional structure and the political sensitivity of environmental and resource taxation. Environmental taxation falls largely under the competence of the regional governments, and existing instruments vary widely in design and ambition between Flanders, Wallonia and Brussels-Capital. Introducing harmonised benchmark rates, particularly for resource and mineral extraction taxes, could encounter resistance from regional authorities and industry stakeholders, who may view them as a threat to competitiveness or employment in specific sectors such as construction materials and manufacturing. Past debates around a potential aggregates tax illustrate these concerns, with pushback centred on risks of cross-border leakage and administrative complexity.
To address such concerns, a gradual, regionally coordinated approach is advisable. A phased introduction of benchmark rates could help ensure smooth adjustment for operators. Clear communication on objectives and on the use of revenues, such as earmarking part of the proceeds for the rehabilitation of extraction sites or for improving regional recycling infrastructure, would further increase political acceptability. Targeted measures could also mitigate impacts on specific operators, for example temporary reduced rates for small quarries or investment support for companies investing in high-quality recycled aggregates. Strengthening cooperation between federal and regional authorities—for instance through joint guidelines on recycled aggregate quality standards or coordinated rate-setting—would be essential to ensure policy coherence and avoid duplication of measures.
In terms of distributional and social impacts, Belgium’s existing social protection mechanisms reduce the risk of regressive effects, but attention should be paid to household utility costs and waste management fees. Revenues from new or increased environmental taxes could be used to finance reductions in labour taxation or to provide targeted rebates for vulnerable households. Transparent revenue recycling, demonstrating tangible social or environmental benefits, would be vital to maintain public confidence and avoid backlash similar to the protests seen in other Member States.
Based on the modelling and national context, the following priority taxes emerge as the most promising avenues for reform:
A mineral extraction or aggregates tax, phased in at moderate rates, coupled with incentives for recycled material use.
A water effluent tax harmonised across regions, encouraging industrial water reuse and treatment efficiency.
Strengthening of fertiliser and pesticide charges, building on existing regulatory fees but linked more closely to environmental performance.
Implementation of these instruments should be accompanied by flanking measures, including investment support for eco-innovation, resource efficiency and circular economy technologies in affected sectors.
In conclusion, Belgium has the institutional capacity and fiscal experience to expand the role of environmental taxation, though reform must navigate the complexity of regional competences and stakeholder concerns. A coordinated, transparent, and phased approach, anchored in strong revenue recycling and stakeholder engagement, would enhance feasibility, limit risks to competitiveness, and maximise both the environmental and social benefits of the simulated reforms.
[bookmark: _Toc214008838]Bulgaria
[bookmark: _Toc214008839]Overview of existing environmental taxes 
Environmental taxes in Bulgaria amounted to 3.4% of GDP in 2023, well above the EU average. Unlike in many other Member States, both the level and the economic relevance of environmental taxation have increased over time. Total environmental tax revenue reached EUR 2.8 billion in 2023 (Figure A6-7), representing a 177% rise in real terms since 2009[footnoteRef:37]. Over the same period, the ratio of environmental taxes to GDP grew by 18.1% (Figure A6-8). In 2023, energy and transport taxes dominated the revenue structure (around 92.1% and 6.9% respectively), while resource and pollution taxes contributed only 0.7% and 0.2%. [37:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 177.1% increase refers to growth in constant prices over 2009–2023.
] 
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	[bookmark: _Ref201236140]Figure A6-7: Total environmental tax revenue in Bulgaria (2009-2023) in billion euros 


In 2023, total tax revenue (including net social contributions) accounted for 29.7% of Bulgaria’s GDP, an increase of 3.2 percentage points compared with 2009. Environmental taxes represented 11.3% of total tax revenue in 2023, up from 10.7% in 2009, corresponding to a rise of 0.6 percentage points over the period. Within this overall stability, energy tax revenues increased by 10.5% in absolute terms, while revenues from transport, resource and pollution taxes declined, with pollution taxes showing the sharpest fall at –82%.
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	[bookmark: _Ref201236153]Figure A6-8: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes [footnoteRef:38] [38:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 177.1%    increase refers to growth in constant prices over 2009–2023.] 



[bookmark: _Toc214008840]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached 9.5 and 17.7 million euros, respectively. This amount to an increase in absolute terms of resource taxes by 38.5%, but a decrease of pollution taxes by 28.6% over 15 years (2009-2023). In terms of GDP-ratios, both pollution and resource taxes decreased by 70.8% and 39.7%, respectively. 
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	Figure A6-9: Resource and pollution tax revenues in Bulgaria (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years. 


List of pollution and resource taxes and revenue shares
	Table A6-14:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Clean Air Act fees 
	€2.5 – N.A.
	€0.8
	100%

	Taxes on pollution
	N.A.
	N.A.
	N.A.

	Note: N.A. = Data not available



	Table A6-15:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Waste Management Act fees
	€6.9 – €2.2
	€2.3
	100%

	Note: N.A. = Data not available





	Table A6-16:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Municipal taxes on extraction of quarry materials - Local Taxes and Fees Act
	N.A.
	N.A.
	N.A.

	Fees for commercial fishing
	€0.2 - €0.3
	€0.3
	1%

	Water Act fees
	€12.9 – €21.6
	€22
	86.5%

	Protected Areas Act fees
	€0.1 – €0.1
	€0.1
	0.6%

	Hunting and fishing licenses
	€3.8 – €3
	€3.9
	11.9%

	Note: N.A. = Data not available



	Table A6- 15: Other environmental taxes not reported in the National Tax List

	Tax Name 
	Annual revenue 
(€ million) in 2023

	Concession fees
	N.A.

	Landfill tax
	N.A.

	Note: N.A. = Data not available


Taxes, fees and other related instruments
In Bulgaria, pollution taxes are part of the country's environmental taxes, which also include energy and transport taxes. In 2022, businesses paid 84% of environmental taxes, households paid 14.4%, and non-residents paid 1.6%. Households are the main payers of transport taxes and a large portion of pollution and resource taxes. 
Bulgaria's waste management fees include landfill taxes, product fees, and municipal waste fees. In 2020, the landfill tax was €35.2/t, and in 2022 it was €48.5/t. The landfill tax increases according to an escalator. This tax plays a central role in Bulgaria’s integrated economic incentives: under Article 64 of the Bulgarian Waste Management Act, municipalities can receive up to 100% of their landfill tax payments back if they meet their municipal waste recycling targets, creating a strong financial incentive to reduce landfilling and increase recycling performance[footnoteRef:39]. The product fee for plastic shopping bags is paid by the consumer at the point of sale, and the fee is approximately €1.19 per kilogram. There are also municipal waste fees: the waste management fee is determined by the municipal council and the fee may be paid in instalments, depending on the municipality. The fee is based on waste amounts and the number of waste service users and is calculated per million of property value.  [39:  Bulgaria, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/187999] 

A fishing permit is required to fish in Bulgaria's rivers, lakes, and dams[footnoteRef:40]. The annual fishing license costs 12.5 euros, plus a 2.5-euro fee to the Union of Hunters and Fishermen. Children and people with disabilities fish for free. The money goes to the Executive Agency for Fisheries and Aquaculture (NAFA). Foreign nationals can fish for sport in Bulgaria with a permit from the Ministry of Forest and Forest Industry.  [40:  	Sea fishing does not require a permit.] 

Bulgaria implemented its water abstraction charges in 2001, under the framework of the Water Act (Закон за водите, SG No. 67/1999, as amended), with the specific tariffs set through subsequent implementing regulations. The charges have been reformed a couple of times since then in terms of the price charged and sources of water abstraction. The charges cover all aspects of abstraction and exclude some emergency situations such as firefighting and civil protection. The revenue from the charges is collected by the Enterprise for Management of Environmental Protection Activities (EMEPA) and is then redistributed to environmental projects and initiatives (Sharkov, 2022[footnoteRef:41]). [41:  	Sharkov, A. (2020). Water abstraction charges in Bulgaria. Institute for European Environmental Policy and Denkstatt. https://ieep.eu/wp-content/uploads/2022/12/BG-Water-Abstraction-final.pdf] 

The Protected Areas Act in Bulgaria establishes categories of protected areas, including national parks, strict reserves, and natural monuments. It also outlines how to designate new protected areas. Thus, the Bulgarian Minister of Environment and Water can introduce admission fees to visit protected areas that are state property. The amount of the fees, how to pay them, and the procedure for payment are determined by an act of the Council, however no data on charges has been identified. 
The 2025 European Semester report[footnoteRef:42] calls on Bulgaria to improve the efficiency and targeting of environmental fees, particularly in waste and water management. It recommends better use of fiscal levers to support circular economy transitions. [42:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Bulgaria. 7c4a6dd6-e086-41fa-aab0-7b6be0cd5b40_en] 

Conclusions, country-specific recommendations and reform progress
Bulgaria's environmental taxation system has undergone adjustments in recent years, yet significant challenges remain. While certain measures, such as the landfill tax have been introduced to address waste management, the reduction in pollution tax revenues may be due to weak enforcement mechanisms or a lack of comprehensive policy integration with broader environmental goals.
The country’s fiscal framework is highly centralized, with national policies governing the structure and application of environmental taxes. Unlike other EU countries, Bulgaria has limited local fiscal autonomy in this area. This uniform approach may contribute to the inefficiency of environmental tax policy, as it does not account for regional environmental challenges or resource exploitation patterns[footnoteRef:43]. [43:  	https://rm.coe.int/technical-report-on-developing-fiscal-decentralisation-and-improving-l/1680ac3302] 

Recent tax policy reforms have focused on aligning Bulgaria's waste management policies with EU directives. The continued increase in landfill tax rates is an attempt to incentivize more sustainable waste management practices. However, without complementary measures such as stricter regulatory enforcement or investment in recycling infrastructure, the effectiveness of such fiscal measures remains uncertain. The reliance on indirect taxation rather than targeted pollution and resource extraction levies further limits the potential for a more sustainable environmental tax framework[footnoteRef:44]. [44:  	https://unfccc.int/sites/default/files/resource/BG_BR4_resubmission.pdf] 

The 2025 European Semester report[footnoteRef:45] notes that Bulgaria has made “limited progress” in using taxation to support the green transition. It specifically recommends raising environmental taxation and phasing out energy subsidies that are environmentally harmful. The Commission also highlights the need for a better alignment between taxation and Bulgaria’s climate and energy objectives, including the implementation of carbon pricing instruments beyond the EU ETS. [45:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Bulgaria. 7c4a6dd6-e086-41fa-aab0-7b6be0cd5b40_en] 

[bookmark: _Toc214008841]Potential for implementing additional environmental taxes
According to OECD (2023)[footnoteRef:46], fiscal discipline has resulted in a low level of public debt. The deficit is being reduced in the wake of the COVID crisis and with energy subsidies financed by windfall revenues. However, spending pressures will need to be financed by more efficient tax collection and higher environmental taxes. For example, Bulgaria could increase environmental taxes on fuels and carbon to reduce emissions and energy use. In particular, the OECD proposes to gradually increase environmental taxes for sectors outside of the EU Emissions Trading System (ETS), including excise taxes on fuels, and align these carbon prices with the ETS-price, while protecting poorer households and preserving security of energy supplies. This is in line with the European Green Deal, which includes a commitment to shift the tax burden from labour to green taxes. This is echoed in the 2025 Commission recommendations, which urge Bulgaria to “shift the tax burden from labour to green taxation,” and “increase the environmental effectiveness of taxation by strengthening carbon and pollution price signals.” [46:  	OECD (2023). OECD Economic Surveys: Bulgaria 2023. https://www.oecd.org/en/publications/oecd-economic-surveys-bulgaria-2023_5ca812a4-en.html] 

Ex’ Tax (2023)[footnoteRef:47] analyses a “taxshift” scenario in which the burden on households would be alleviated by a reduction in income tax and social contributions, and income support for lower income groups. For employers, various payroll tax credits would be included. The necessary tax revenues would be generated by introducing a kilometre charge, increasing VAT, taxing harmful emissions from industry, aviation, shipping and agriculture, increasing excise taxes on tobacco and a higher price for water, waste and the use of fossil fuels in chemical processes. [47:  	Ex’ Tax (2023). The Taxshift: An EU fiscal strategy to support the inclusive circular economy - Country case study results: Bulgaria. https://ex-tax.com/wp-content/uploads/2023/02/BULGARIA-case-study-EU-Taxshift-report-2022.pdf] 

There is also a window of opportunity for adapting water abstraction charges. The Ministry of Environment and Waters and the Ministry of Economy planned to increase the charge, particularly for the industrial sector, because actual charges are low and do not stimulate companies to invest in environmentally friendly technologies. The Commission supports this, recommending “appropriate incentives for efficient water use,” including stronger abstraction fees and conditional environmental subsidies.
Ivanova & Slavova (2018)[footnoteRef:48] point out that eco-taxes encouraging behavioural change should be applied as a priority, because these taxes are not leading to an effective and permanent change in, for example, the company environmentally responsible behaviour or a serious motivation for change. This involves high tax rates based on strictly defined specific tax base, and that pollution should be reduced at the source (“the polluter pays”) rather than expanding tax revenues with a potential reallocation effect.  [48:  	Ivanova, V. & Slavova, I. (2018). Ecological Transformation in Bulgaria – New Challenges to the Businesses and the Government. European Journal of Economics and Business Studies 4(2). DOI: 10.2478/ejes-2018-0035] 

In 2023, the European Commission[footnoteRef:49] advised Bulgaria to introduce a national deposit-refund scheme for beverage packaging, along with a weight- or volume-based pay-as-you-throw system for both households and businesses. [49:  Bulgaria, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/187999] 

[bookmark: _Toc214008842]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Bulgaria’s environmental tax system is still at a relatively early stage of development, with several instruments, such as landfill and vehicle taxes, already in place but many others either missing or set at low levels. The modelling results for Scenarios A and B suggest that there is considerable potential to expand the environmental tax base, generating both fiscal and environmental benefits. Under Scenario A, total additional revenues could rise by around 0.7 per cent of total environmental tax receipts in 2030, while reductions in emissions, waste and resource extraction range between 10 and 20 per cent. Under Scenario B, revenues and reductions are smaller but remain significant, indicating that Bulgaria could strengthen environmental taxation with manageable macroeconomic effects.
The investigated taxes in Bulgaria would raise about another €588 million in 2030 and €591 million in 2035, implying an increase of about 19 times current taxes. The greatest increase comes from mineral aggregate taxes (39%), followed by water abstraction (34%) and waste to landfill (16%).  Together the three account for 89% of all increases in revenues. Reductions in environmental impacts are greatest in waste to landfill and SO2 (32% each), waste incineration (20%) and pesticides and aggregates (17% each).  There is no impact from taxes on water effluent as this sector has current tax rates above the investigated minimum.
	Table A6-18: Environmental Impacts and Revenue Changes in Bulgaria – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,57
	0,44
	11,06%
	8,49%

	SO2
	-32,43%
	-32,43%
	16,78
	7,54
	326,51%
	146,70%

	PM2.5
	-29,58%
	-29,58%
	3,11
	2,68
	60,48%
	52,15%

	Water Abstraction
	-4,84%
	-4,84%
	196,64
	192,70
	757,77%
	742,56%

	Fertilizers
	-11,98%
	-11,98%
	20,17
	25,46
	392,41%
	495,30%

	Pesticides
	n/a
	n/a
	16,82
	16,69
	327,31%
	324,61%

	Waste Incineration
	-20,00%
	-20,00%
	0,01
	0,00
	0,17%
	0,06%

	Waste to Landfill
	-9,24%
	-9,24%
	236,26
	158,15
	4596,43%
	3076,83%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Minerals & Aggregates
	-16,67%
	-16,67%
	190,13
	205,05
	732,69%
	790,16%



	Table A6-19: Environmental Impacts and Revenue Changes in Bulgaria – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,18
	0,14
	3,6%
	2,8%

	SO2
	-8,11%
	-8,11%
	5,71
	2,56
	111,0%
	49,9%

	PM2.5
	-7,39%
	-7,39%
	1,02
	0,88
	19,9%
	17,1%

	Water Abstraction
	-0,95%
	-0,95%
	23,47
	23,00
	90,4%
	88,6%

	Fertilizers
	-3,00%
	-3,00%
	5,56
	7,01
	108,1%
	136,5%

	Pesticides
	n/a
	n/a
	8,69
	8,62
	169,0%
	167,6%

	Waste Incineration
	-8,31%
	-8,31%
	0,00
	0,00
	0,1%
	0,0%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	-5,02%
	-5,02%
	65,29
	70,41
	251,6%
	271,3%



The main implementation challenges stem from the relatively low administrative capacity and limited monitoring systems for pollution and resource use. Extending taxation to new bases such as water abstraction, mineral extraction or fertiliser use would require improvements in data collection and reporting by both public authorities and regulated entities. Establishing robust mechanisms for measurement and verification, particularly for pollutants and effluents, would be essential to ensure credibility and enforceability. Technical assistance and investment in administrative modernisation, supported by EU funds, could help address these barriers.
From a distributional and social perspective, care must be taken to prevent new taxes from disproportionately affecting low-income households, which have less capacity to absorb higher utility or waste management costs. Targeted compensation measures could include lump-sum rebates for vulnerable groups, reductions in social contributions financed through environmental tax revenues, or subsidies for energy and water efficiency investments in low-income households. Clear communication about how revenues are used, for instance, to improve air and water quality or to upgrade local infrastructure, would enhance public trust and acceptance.
In terms of competitiveness, the sectors most exposed to new or higher taxes are mining and quarrying, manufacturing (particularly chemicals and construction materials), and agriculture. While environmental taxes may increase production costs in the short term, phased introduction and parallel support for eco-efficiency investments can limit negative impacts. Given Bulgaria’s strong construction sector and ongoing use of natural aggregates, the introduction of a moderate mineral extraction tax, aligned with regional best practices, could encourage resource efficiency without undermining competitiveness. Similarly, a wastewater effluent tax would incentivise investment in treatment facilities and reduce pollution of surface waters, a persistent challenge in parts of the country.
Based on the modelling results and national conditions, the following priority taxes could be considered for introduction or strengthening:
A mineral extraction tax, promoting the sustainable use of raw materials and aligning with EU benchmarks;
A wastewater effluent tax, providing incentives for industrial and municipal treatment improvements;
A fertiliser tax, designed to reduce nutrient pollution while maintaining support for farmers through targeted subsidies or advisory schemes; and
Gradual increases in the landfill tax, paired with enhanced enforcement and investments in recycling infrastructure.
To ensure feasibility, Bulgaria should pursue a phased implementation strategy, starting with sectors where monitoring and collection systems are already operational. Coordination between the Ministry of Environment and Water, the Ministry of Finance and local authorities will be crucial, alongside stakeholder dialogue to address sector-specific concerns.
In conclusion, Bulgaria has substantial untapped potential to expand the use of environmental taxation in ways that could deliver both fiscal and environmental dividends. The key to success will lie in strengthening administrative capacity, ensuring transparent revenue use, and applying targeted mitigation measures to protect vulnerable households and industries. With these safeguards in place, environmental tax reform could become a powerful driver of Bulgaria’s green transition and fiscal modernisation.
[bookmark: _Toc214008843]Croatia
[bookmark: _Toc214008844]Overview of existing environmental taxes
Environmental taxes in Croatia amounted to 3.3% of GDP in 2023, above the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has declined. Total environmental tax revenue reached EUR 2.29 billion in real terms in 2023 (Figure A6-10), representing a 39.6% increase since 2009. Over the same period, however, the ratio of environmental taxes to GDP fell by 10.7% (Figure A6-11). In 2023, energy and transport taxes accounted for around 61.6% and 18.8% of total environmental tax revenues, while resource and pollution taxes contributed 14.4% and 5.2% respectively. 
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	[bookmark: _Ref201228220]Figure A6-10: Total environmental tax revenue in Croatia (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 37.2% of Croatia’s GDP, only 0.3 percentage points higher than in 2009. Environmental taxes made up 8.9% of total tax revenue in 2023, down from 10.0% in 2009, a decline of 1.1 percentage points over the period. Within this overall reduction, energy tax revenues increased by 4.0% in absolute terms, while revenues from pollution, resource and transport taxes fell by 30.8%, 30.2% and 28.2% respectively.
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	Figure A6-11: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes [footnoteRef:50] [50:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 39.6% increase refers to growth in constant prices over 2009–2023.] 




[bookmark: _Toc214008845]Existing pollution and resource taxes
In 2023, resource and pollution tax revenues reached respectively, 328 and 121 million euros. These amount to an increase in absolute terms of 10.0% for resource taxes and an increase of 9.1% for pollution taxes over 15 years (2009-2023). However, in terms of GDP-ratios, resource taxes decreased by 30.1% while pollution taxes decreased by 27.1% (Figure A6-11). 
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	[bookmark: _Ref201231470]Figure A6-12: Resource and pollution tax revenues in Croatia (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years. 


List of pollution and resource taxes and revenue shares
	Table A6-20:  Pollution taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Levy for SO2 emissions into the environment ('Naknada za emisiju u okoliš SO2)
	€5.0 million
	€0.3 million
	60.3%

	Levy for NO2 emissions into the environment ('Naknada za emisiju u okoliš NO2)
	€3.3 million
	€0.2 million
	39.7%


  

	Table A6-21:  Waste taxes  

	Tax Name  
	Revenue (€ million) 
2009-2023 
	Average annual revenue (€ million) 
	As share of all waste tax revenues 

	[bookmark: _Hlk195187448]Waste packaging management fee and deposit fee (Naknada gospodarenja otpadnom ambalažom i povratna naknada)
	€1083.9 million
	€72.3 million
	66.1%

	WEEE management fee (Naknada gospodarenja EE otpadom)
	€275.6 million
	€18.4 million
	16.8%

	End-of-life vehicle management fee (Naknada gospodarenja otpadnim vozilima)
	€151.9 million
	€10.1 million
	9.3%

	Waste Tyres Management Fee (Naknada gospodarenja otpadnim gumama)
	€64.1 million
	€4.3 million
	3.9%

	Disposal fee for waste lubricating oils (Naknada zbrinjavanja otpadnih mazivih ulja)
	€58.0 million
	€3.9 million
	3.5%

	Levy for non-hazardous industrial waste (Naknada za neopasni industrijski otpad)
	€5.6 million
	€0.4 million
	0.3%

	Levy for hazardous waste (Naknada za opasni otpad)
	€0.0 million
	€0.0 million
	0.0%


 

	Table A6-22:  Resource taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Contributions for forest (Šumski doprinos)
	€164.7 million
	€11.0 million
	7.0%

	Water contribution (natural persons) (Vodni doprinos)
	€122.7 million
	€8.2 million
	5.2%

	Compensation for the use of the public-use functions of forests (Naknada za korištenje općekorisnih funkcija šuma)
	€478.1 million
	€31.9 million
	20.2%

	Levy on the environmental user (Naknada korisnika okoliša)
	€0.0 million
	€0.0 million
	0.0%

	Water protection fee (natural persons) (Naknada za zaštitu voda)*
	€196.7 million
	€13.1 million
	8.3%

	Water management fee (water regulation fee) (natural persons) (Naknada za uređenje voda)
	€1012.9 million
	€67.5 million
	42.9%

	Water use charge (water use fee) (natural persons) (Naknada za korištenje voda)
	€387.0 million
	€25.8 million
	16.4%

	*Several water-related instruments appear twice in the National Tax List due to their classification under two different ESA 2010 categories, as a current tax (D29H) and as a capital transfer (D59F). Although both entries refer to the same legal instrument, they represent different economic natures of the revenue. In line with Eurostat’s official environmental tax statistics, only D29-coded entries are included in this table. The D59-coded entries are excluded to avoid double counting. 


  

	Table A6-20: Other environmental taxes not reported in the National Tax Lists[footnoteRef:51]  [51:  	Several of the below taxes are reported in the National Tax List, however, were classified as ‘E – Energy’ instead of P/RS. They are included here, as other sources, such as PINE, classed them as environmental taxes. Entries that appear in the NTL as ‘E’ are indicated with the corresponding letter.] 


	 Tax name
	Annual revenue
(€ million) in 2023

	 Mining charge
	N.A.



All the below taxes are included as taxes in the National Tax List, however, may include fees and other related instruments: 
[bookmark: _Hlk195786408][bookmark: _Hlk195530632][bookmark: _Hlk195524904][bookmark: _Hlk195530797][bookmark: _Hlk195530859]The levy for SO2 emissions into the environment was introduced in 2004. It is regulated through ordinances and regulations published in the Official Gazette of the Republic of Croatia (95/04[footnoteRef:52], 142/13[footnoteRef:53], 71/04[footnoteRef:54] and 115/15[footnoteRef:55]). Taxpayers include both companies and individuals responsible for emission sources. Individual sources of emission include technological processes, industrial plants, devices and facilities from which SO2 is discharged into the air. In 2004, the tax applied to annual S02 emissions exceeding 100kg[footnoteRef:56]; this threshold was raised to 3,000kg [footnoteRef:57]. As of 2015, the unit fee for one tonne of SO2 emission was set at HRK 0.00 (115/15[footnoteRef:58])[footnoteRef:59], effectively suspending the tax. Consequently, since 2017 the levy has generated no revenue (Eurostat).  [52:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2004_07_95_1808.html]  [53:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2013_11_142_3054.html]  [54:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2004_05_71_1467.html ]  [55:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2015_10_115_2193.html ]  [56:  	71/2004]  [57:  	115/2015]  [58:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2015_10_115_2193.html ]  [59:  	For the previous tax rates and their calculations, see 71/2004.] 

[bookmark: _Hlk196734302]The levy for NO2 emissions into the environment mirrors the SO2 framework, including threshold changes. It was introduced in 2004 and is regulated through ordinances and regulations published in the Official Gazette of the Republic of Croatia (95/04[footnoteRef:60], 142/13[footnoteRef:61], 71/04[footnoteRef:62] and 115/15[footnoteRef:63]). Taxpayers include both companies and individuals responsible for emission sources. Individual sources of NO2 emissions include technological processes, industrial plants, devices and facilities from which NO2 is discharged into the air. In 2004, the tax base was more than 30 kg of single source NO2 discharged into the air per year[footnoteRef:64]; in 2015 this was changed to 600kg[footnoteRef:65]. From January 2015, the unit fee for one tonne of NO2 emissions was set at HRK 0.00 (115/15[footnoteRef:66],[footnoteRef:67]), effectively suspending the tax. Consequently, since 2017 the levy has generated no revenue (Eurostat). [60:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2004_07_95_1808.html]  [61:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2013_11_142_3054.html]  [62:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2004_05_71_1467.html ]  [63:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2015_10_115_2193.html ]  [64:  	71/2004]  [65:  	115/2015]  [66:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2015_10_115_2193.html ]  [67:  	For the previous tax rates and their calculations, see 71/2004.] 

The waste packaging management fee and deposit fee is managed by the Environmental Protection and Energy Efficiency Fund (EPEEF)[footnoteRef:68], and is increasingly classified as part of an Extended Producer Responsibility (EPR) scheme[footnoteRef:69]. As such, it is outlined in the below section ‘Fees and other related instruments’.  [68:  	The Environmental Protection and Energy Efficiency Fund (EPEEF)  is Croatia’s central public body for financing environmental and climate-related programmes. It provides funding and support for projects related to waste, water, air, nature protection, energy efficiency, and the transition to a circular economy.]  [69:  	While included with other environmental taxes in the IEEP report, more recent studies by the EEA classify it as an EPR scheme.] 

The WEEE [Electrical and electronic waste] management fee was established in 2007. It is currently regulated by the Ordinance on the Management of Special Categories of Waste in the Fund's System 124/2023[footnoteRef:70]. Taxpayers are producers and/or importers of EE (electrical and electronic) equipment, who place EE equipment on the market in the Republic of Croatia. The tax base is EE (electrical and electronic) equipment placed on the market[footnoteRef:71]. The tax rate is the weight of EE equipment (kg) x unit fee (HRK 2.25/kg). The fee is paid according to the net weight of the device, regardless of the share of EE equipment inside the device, but there are exceptions when calculating the fee. For example, for equipment weighing more than 500 kg, the fee is calculated based on a maximum of 500 kg per item, meaning no additional fee is applied to weight exceeding this threshold[footnoteRef:72]. Manufacturers and importers of EE equipment submit data to the EPEEF for the calculation of fees[footnoteRef:73]. [70:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2023_10_124_1717.html ]  [71:  	https://www.fzoeu.hr/naknada-gospodarenja-ee-otpadom-1419 ]  [72:  	https://kruzna-ekonomija.com/2021/04/22/naknada-gospodarenja-ee-otpadom/]  [73:  	See https://www.fzoeu.hr/naknada-gospodarenja-ee-otpadom-1419 for the forms. ] 

The End-of-life vehicle management fee was established in 2007. It is currently regulated by the Ordinance on the Management of Special Categories of Waste in the Fund's System 124/2023[footnoteRef:74]. Taxpayers are manufacturers and natural persons. The tax base is new or used vehicles placed on the market[footnoteRef:75]. The tax rate when placing vehicles on market is €0.08/kg. The purpose of the fee is to cover the costs of collection and treatment of end-of-life vehicles in the system managed by the EPEEF[footnoteRef:76].  [74:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2023_10_124_1717.html ]  [75:  	On the following categories: M1 category - motor vehicles for the transport of persons with a maximum of eight seats in addition to the driver's seat, N1 category - motor vehicles for the transport of goods with a maximum permissible weight not exceeding 3.5 tons and three-wheeled vehicles excluding motor tricycles.]  [76:  	https://www.fzoeu.hr/naknada-za-gospodarenje-otpadnim-vozilima-1417 and https://www.fzoeu.hr/naknade-8405-8405 ] 

The Waste Tyres Management Fee was established in 2006 and is currently regulated by the Ordinance on the Management of Special Categories of Waste in the Fund's System 124/2023[footnoteRef:77]. The fee applies to manufacturers and importers of tires and products that include tyres as integral components. The tax base includes is tyres from passenger cars and associated trailers, smaller freight and passenger vehicles, forklifts, work machines, tractors, trolleys, bicycles, motorcycles and aircraft. For imported or manufactured tyres, the rate is HRK 1,067.00 per tonne. For tyres that are an integral part of imported vehicles or equipment, rates are applied per unit and vary by vehicle type. These range from HRK 6.79 per tyre for passenger cars to HRK 174.60 per tyre for aircraft and construction machinery. The fee covers the costs of collecting and treating waste tyres under the system administered by the EPEEF[footnoteRef:78]. [77:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2023_10_124_1717.html ]  [78:  	https://www.fzoeu.hr/naknada-za-gospodarenje-s-otpadnim-gumama-1411, https://www.fzoeu.hr/naknade-8387-8387 and 	https://narodne-novine.nn.hr/clanci/sluzbeni/2020_05_57_1150.html ] 

The Disposal fee for waste lubricating oils was established in 2007. It is currently regulated by the Ordinance on the Management of Special Categories of Waste in the Fund's System 124/2023[footnoteRef:79]. The tax applies to producers or importers of fresh lubricating oil for their own use or for sale in Croatia. The tax base is fresh lubricating oil placed on the market as a special product. The tax rate for the disposal of waste lubricating oils, including VAT, is €0.07/l. Producers/importers/importers of fresh lubricating oils are required to submit data to the EPEEF for the purpose of calculating fees. The fee serves to cover the costs of managing waste lubricating oils[footnoteRef:80]. [79:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2023_10_124_1717.html ]  [80:  https://www.fzoeu.hr/naknada-zbrinjavanja-otpadnih-mazivih-ulja-1413, https://www.fzoeu.hr/naknade-8395-8395 ] 

The Levy for non-hazardous industrial waste was established in 2004. It is regulated by OG 95/04[footnoteRef:81] OG 71/04[footnoteRef:82]). The taxpayers are companies and individuals who dispose of municipal and/or non-hazardous technological waste in landfills. The tax base is waste deposited in the landfill. The unit fee for one tonne of disposed municipal and/or non-hazardous technological waste is HRK 12.[footnoteRef:83],[footnoteRef:84].  [81:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2004_07_95_1809.html The ‘Ordinance on the manner and deadlines for calculating and paying fees for burdening the environment with waste (Official Gazette of the Republic of Croatia, 95/04) also governs the above taxes on NO2 and SO2. ]  [82:  https://narodne-novine.nn.hr/clanci/sluzbeni/2004_05_71_1468.html The ‘Regulation on Unit Fees, Correction Coefficients and Detailed Criteria and Benchmarks for Determining Fees for Environmental Pollution of Waste (Official Gazette OG 71/04) also governs the above taxes on NO2 and SO2.]  [83:  	The amount of the fee for municipal and/or non-hazardous technological waste is calculated according to the expression: N=N1 x O. N - the amount of the fee for non-hazardous industrial waste in HRK, N1 - the fee for one tonne of disposed non-hazardous industrial waste (hereinafter: the unit fee), O - the amount of disposed non-hazardous industrial waste in a calendar year. The fee for the disposal of non-hazardous industrial waste is determined and calculated by multiplying the unit fee by the amount of waste deposited in landfills in a calendar year. See: https://vlada.gov.hr/UserDocsImages//2016/Sjednice/Arhiva//24-11a.pdf, https://www.fzoeu.hr/naknada-na-opterecivanje-okolisa-otpadom-1401]  [84: ] 

The levy for hazardous waste was established in 2004. It is regulated by the Ordinance on the manner and deadlines for calculating and paying fees for burdening the environment with waste (Official Gazette of the Republic of Croatia 95/04[footnoteRef:85]) and the Regulation on Unit Fees, Correction Coefficients and Detailed Criteria and Benchmarks for Determining Fees for Environmental Pollution of Waste (Official Gazette 71/04[footnoteRef:86])[footnoteRef:87]. Taxpayers are companies and individuals who produce hazardous waste through their activities. The tax base is untreated hazardous waste. The unit fee for one tonne of produced, untreated hazardous waste is HRK 100.00.[footnoteRef:88],[footnoteRef:89]. [85:   https://narodne-novine.nn.hr/clanci/sluzbeni/2004_07_95_1809.html ]  [86:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2004_05_71_1468.html ]  [87:  	https://www.fzoeu.hr/naknada-na-opterecivanje-okolisa-otpadom-1401 ]  [88:  	The fee for hazardous waste is calculated according to the expression N = N1 x P x Kk. N- the amount of the fee for hazardous waste in kuna, N1 - the fee for one tonne of produced and untreated or unexported hazardous waste (hereinafter: the unit fee), P - the amount of produced and untreated or unexported hazardous waste in a calendar year, Kk - the correction coefficient depending on the characteristics of the hazardous waste. The amount of the fee shall be determined and calculated by multiplying the unit fee by the amount of hazardous waste produced and not treated or exported in a calendar year, and by the correction coefficient referred to in the relevant Article. See: https://vlada.gov.hr/UserDocsImages//2016/Sjednice/Arhiva//24-11a.pdf, https://www.fzoeu.hr/naknada-na-opterecivanje-okolisa-otpadom-1401]  [89: 
] 

The Contributions for forest was introduced in 1990. It is currently regulated by the Ordinance on the Method of Calculation and the Procedure for Payment of the Forest Contribution (128/2024)[footnoteRef:90].  Taxpayers are natural persons, except small forest owners, who sell products derived from forests. The tax base are forest exploitation products. The taxpayers pay a contribution to local-self-government units in relation to the sale price of the product. As a rule, the forest contribution is paid in the amount of 5% (in relation to the sale price of the product), except in local self-government units with the status of assisted areas determined by a special regulation and in local self-government units in hilly and mountainous areas where it is paid in the amount of 10%. Payments are made quarterly. [footnoteRef:91] The funds of the forest contribution are paid into a special account of the local-self-government unit of the area where the forest was felled and are used exclusively to finance the construction and maintenance of communal infrastructure[footnoteRef:92]. [90:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2024_11_128_2133.html ]  [91:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2024_11_128_2133.html, https://faolex.fao.org/docs/pdf/cro145591.pdf, https://zapresic.hr/wp-content/uploads/2022/11/7.2.-Program-utroska-sumski-doprinos-2023.pdf ]  [92:  	Ministry of Agriculture, Forestry and Fisheries (2024) Ordinance on the method of calculation and the procedure for the payment of the forest contribution. Available at: https://narodne-novine.nn.hr/clanci/sluzbeni/2024_11_128_2133.html ] 

The Compensation for the use of the public-use functions of forests was established in 1986. The tax is regulated by the Forest Act (Official Gazette, No. 68/18 – 101/23) and the Ordinance on the method of calculation and payment of the fee for the use of non-profit functions of forests (Official Gazette, No. 70/21). Taxpayers are companies and individuals who are payers of corporate income tax and natural persons who are payers of income tax in the Republic of Croatia that perform a registered activity and generate a total annual income of more than HRK 3,000,000.00. The tax rate is 0.0265% of the total income or total receipts[footnoteRef:93]. [93:  	https://poljoprivreda.gov.hr/istaknute-teme/sume-112/sumarstvo/obavijest-uplate-naknade-za-koristenje-okfs-a/248 ] 

The Levy on the environmental user has yet to be introduced[footnoteRef:94]. It is a fee for buildings or building units for which the obligation to conduct an environmental impact assessment procedure is prescribed. Taxpayers are companies and individuals who are owners or licensees of rights to buildings or building complexes. The fee is calculated and paid depending on the building or building complex and the spatial, technical and technological characteristics of the building or building complex (area, length, capacity, etc.) expressed in appropriate measurement units[footnoteRef:95].  [94:  	https://www.fzoeu.hr/naknada-na-opterecivanje-okolisa-otpadom-1401 ]  [95:  	https://www.zakon.hr/z/560/Zakon-o-Fondu-za-za%C5%A1titu-okoli%C5%A1a-i-energetsku-u%C4%8Dinkovitost ] 

[bookmark: _Hlk195704405]The Water contribution (natural persons) was introduced in 2006. It is a source of funding for water management and is governed by the Water Management Financing Act[footnoteRef:96],[footnoteRef:97]. The taxpayer is the investor in a building for which a building act is or has been adopted. The tax base comprises buildings for which a building permit application has been submitted since 16 February 2006, and buildings constructed without a permit, provided an application has been submitted for an act confirming the as-built status of the illegal construction. The contribution is based on the type and scale of construction—measured in m³ for volume, m² for surface, and metres for linear construction. It is levied on the actual size of the new building or, where applicable, the difference in size resulting from demolition, extension or upgrade. Rates vary by geographical zone:  [96:  	For other water related laws, see https://www.voda.hr/hr/hrvatsko-vodno-zakonodavstvo ]  [97:  	The Water Management Financing Act determines the sources of funds for the financing of water management, and in particular water fees, including the obligation to pay, the taxpayer, the base, the method of calculation, the determination of the amount, the purpose of spending these funds, enforcement, statute of limitations and other issues related to the realization and use of these funds.
The Water Management Financing Act (Official Gazette, no. 153/2009, 90/2011, 56/2013, 120/2016, 127/2017, 66/2019 and 36/2024)
The Act on Amendments to the Physical Planning and Construction Act (Official Gazette, no. 90/2011) partially repealed certain provisions of the Water Management Financing Act
Decree amending the Water Management Financing Act (Official Gazette, no. 154/2014)
Decree amending the Water Management Financing Act (Official Gazette, no. 119/2015)] 

· Zone A: Zagreb and the protected coastal zone (as defined by the Physical Planning Act[footnoteRef:98]), comprising a 1000m land strip and a 300m sea strip from the coastline.  [98:  	Physical Planning Act - Official Gazette 153/2013] 

· Zone B: Other areas of Croatia.
· Zone C: Areas of special state concern, defined by the Act on Areas of Special State Concern.[footnoteRef:99] [99:  	Act on Areas of Special State Concern - OG 86/2008, 57/2011, 51A/2013, 148/2013, 76/2014, 147/2014 and 18/2015. See: https://www.voda.hr/hr/vodne-naknade] 

The revenue is earmarked for water-related projects, such as irrigation facilities, flood defences, water regulation and drainage systems, sediment removal, and urban stormwater infrastructure where existing systems are inadequate. It also covers legal and preparatory expenses for registering and acquiring land for the public water domain. Additionally, 8% of the water contribution collected in each area is allocated to local governments, who use it to develop or upgrade local storm drainage infrastructure. Funds are transferred monthly to local budgets by Croatian Waters[footnoteRef:100].  [100:  	The income from the water contribution (natural persons) tax is used is used ‘according to the principles of solidarity and priority in needs in the territory of the Republic of Croatia’. For more examples of what the water contribution (natural persons) tax finances, see: Hrvatske Vode (Accessed 2025a) Water fees – Water contribution. Available at: https://www.voda.hr/hr/vodne-naknade   ] 

The Water protection fee (natural persons) was introduced prior to 1995. Like other water-related charges, it is governed by the Water Management Financing Act[footnoteRef:101],[footnoteRef:102]. The fee is payable by all individuals and entities that discharge wastewater, including households. It also applies to persons who place mineral fertilisers and plant protection products on the market or import them for personal use.  The tax base is a standard fee applied nationwide, calculated based on the volume of discharged water. This is measured by monitoring devices or estimated by expert assessment. For households and businesses using public water, usage data is taken from the supply system. For private wells or pumps, 40 m³ per household member per year is assumed. The volume is then multiplied by a coefficient reflecting the pollution intensity of the discharged water. [101:  	For other water related laws, see https://www.voda.hr/hr/hrvatsko-vodno-zakonodavstvo ]  [102:  The Water Management Financing Act determines the sources of funds for the financing of water management, and in particular water fees, including the obligation to pay, the taxpayer, the base, the method of calculation, the determination of the amount, the purpose of spending these funds, enforcement, statute of limitations and other issues related to the realization and use of these funds.
The Water Management Financing Act (Official Gazette, no. 153/2009, 90/2011, 56/2013, 120/2016, 127/2017, 66/2019 and 36/2024)
The Act on Amendments to the Physical Planning and Construction Act (Official Gazette, no. 90/2011) partially repealed certain provisions of the Water Management Financing Act
Decree amending the Water Management Financing Act (Official Gazette, no. 154/2014)
Decree amending the Water Management Financing Act (Official Gazette, no. 119/2015)] 

The tax rates are: 
0.90 HRK per m³ for discharged wastewater 
0.0009 HRK per m³ for discharged wastewater used in the cooling process. 
Reliefs (reduced fees) are available for taxpayers who have installed water treatment plants[footnoteRef:103]. Additionally, the fee must not be lower than the estimated costs of purifying the discharged water. As such, the national tariff is determined based on the total funding required for water treatment at the national level and the estimated quantity of polluted water discharged. The funds are earmarked for water protection measures and the financing of public water services. They also support the construction of new water protection infrastructure. However, they cannot be used to finance the maintenance or development of wastewater sewerage networks in settlements. [103:  	https://www.voda.hr/hr/vodne-naknade] 

The Water management fee (water regulation fee) (natural persons) was introduced prior to 1995. It applies to owners legal holders of real estate, including tenants (lessees). The tax base includes all real estate, except for agricultural land. The fee is calculated per square meter of the relevant property. For business premises, the rate is based on the taxpayer’s main economic activity, in line with the National Classification of Activities 2007 – NKD 2007[footnoteRef:104]. If the fee is not directly levied on the tenant, it is paid by the property owner according to the tariff for real estate activities[footnoteRef:105]. Revenue is earmarked for various water management objectives, including financing flood defences, drainage systems, stormwater management, sediment removal, and securing public water land[footnoteRef:106]. [104:  	(Official Gazette No. 58/07, 72/07).]  [105:  	https://www.voda.hr/hr/vodne-naknade ]  [106:  	The income from the water management fee (water regulation fee) tax is used is used ‘according to the principles of solidarity and priority in needs in the territory of the Republic of Croatia’. For more examples of what the water contribution (natural persons) tax finances, see: Hrvatske Vode (Accessed 2025b) Water fees – Fee for Water regulation. Available at: https://www.voda.hr/hr/vodne-naknade] 

The Water use charge (water use fee) (natural persons) was introduced prior to 1996. Taxpayers include companies and individuals who abstract and draw water from its natural reservoir, irrespective of the intended use. This includes water used in industry, service activities, agriculture and communal activities. The charge must be paid by direct users of water resources, such as companies and individuals who utilise water power for electricity generation or to operate devices for household needs. Persons abstracting groundwater from private wells or using personal pumps may still be subject to the charge, as groundwater is considered a common good, and not the private property of landowners. The tax base includes the abstraction and use of water from their natural reservoirs for various purposes. It is also paid for the use of water power for the production of electricity and for the operation of various devices and applies to users within amelioration irrigation system. The tax rate varies depending on the type of water[footnoteRef:107]. The revenue is earmarked to finance water supply security and proportional contributions to the cost of jobs in the public water services. A portion of the funds is allocated to investments in new water-use infrastructure, such as water intakes, drinking water treatment plants, storage tanks and main pipelines[footnoteRef:108]. The fee for the use of water is not paid for the general use of water.[footnoteRef:109] [107:  	It is unclear what ‘type of water refers to’ (i.e. quality or use).  See: https://www.voda.hr/sites/default/files/2022-04/naknada_za_koristenje_voda.pdf  "Water of the first type: 0.80 HRK per m³ / Water of the second type: 0.72 HRK per m³ / Water of the third type: 0.56 HRK per m³ / Water of the fourth and fifth types: 0.32 HRK per m³ / Mineral and thermal water: 1.60 HRK per m³. ]  [108:  	Hrvatske Vode (Accessed 2025c) Water fees – Fee for the use of water. Available at: https://www.voda.hr/hr/vodne-naknade ]  [109:  	https://www.voda.hr/hr/vodne-naknade ] 

Fees and other related instruments
It is not always completely clear whether some of the instruments described above should be considered as taxes or as user fees. This is supported by the IEEP report, and the classification of the above ‘fees’ and ‘charges’ as environmental taxes in the National Tax List data[footnoteRef:110]. These include fees for water abstraction, wastewater discharge, and various user charges associated with packaging and waste. [110:  	IEEP report, p. 140: ‘It is not always completely clear whether some of the charges described should be considered as taxes or as user fees, but it is clear that the air pollution ‘charges’ are taxes.’] 

A key example is the waste packaging management fee and deposit fee, introduced in 2006.[footnoteRef:111] The system currently governed by Ordinance 137/2023,[footnoteRef:112] which sets out technical requirements, and by Government Regulation 137/2024,[footnoteRef:113] which amends the overarching regulatory framework for packaging waste management. The 2024 Regulation introduced new provisions in line with the EU Waste Framework Directive, including eco-modulation.  Though recorded as a tax in Croatia’s National Tax List and the IEEP report, it is treated as an Extended Producer Responsibility (EPR) scheme by the European Environment Agency (Early Warning Country Profile[footnoteRef:114]). Taxpayers are producers and importers placing packaged products on the Croatian market[footnoteRef:115]. The tax base includes packaging and packing waste, single-use plastic products and fishing gear containing plastic that are placed on the market. The funds are paid to the EPEEF and cover the disposal of packaging (collection, transport, treatment, public information and reporting to the EC).[footnoteRef:116] No fees apply to hazardous packaging waste, producers are required to organise its collection and treatment independently.   [111:  https://www.szp.hr/UserDocsImages/dokumenti/publikacije/naknada_gospodarenja_ambalaznim_otpadom_info_letak_v1.pdf ]  [112:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2023_11_137_1864.html ]  [113:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2024_11_137_2258.html]  [114:  	See the Early Warning Country Profile, pages 20-21 for further detail.]  [115:  	https://www.fzoeu.hr/naknada-za-ambalazu-i-ambalazni-otpad-1407 ]  [116:  	Early Warning Country Profile.] 

Croatia has implemented a Pay-as-you-throw (PAYT) system, covering more than 90% of the population in 2020.  Most local authorities use a model based on container volume and collection frequency[footnoteRef:117].The system is designed to incentivise waste separation at source, reduce mixed and biodegradable waste and decrease landfill use, though its economic visibility to households remains limited (compared to weight or sack-based schemes)[footnoteRef:118].   [117:  	Early warning report, p. 14, p. 31]  [118:  	Early warning report] 

In addition to the environmental taxes identified above, Croatia implements other fees related to the use of the environment. Game hunting in Croatia requires a valid hunting card, written permission from the hunting authority, and a valid weapons licence for holding and carrying weapons for the purpose of hunting. Hunting cards for citizens of the Republic of Croatia are EUR 50,00 (annual) and for foreign citizens and EUR 70,00 (30 days) or EUR 300,000 (annual)[footnoteRef:119]. Recreational and sports fishing requires a licence for both sea and freshwater bodies[footnoteRef:120]. Sea fishing licences are available for 1, 3, 7 or 150 days, with prices starting at 7.96 EUR (1 day) to 99.54 EUR (150 day) [footnoteRef:121],[footnoteRef:122]. Freshwater fishing requires passing a fishing exam and joining a recognised club. Prices begin at 2.66 EUR (1 day) to 13,27 EUR (annual licence) [footnoteRef:123], [footnoteRef:124].  [119:  	https://psc.hr/en/game-hunting/ ]  [120:  	https://gov.hr/en/marine-recreational-and-sport-fisheries/1542 ]  [121:  	https://www.expatincroatia.com/fishing-license/ ]  [122:  	For the license types and prices, see: https://ribarstvo.mps.hr/default.aspx?id=5010 ]  [123:  	https://ribarstvo.mps.hr/default.aspx?id=2802 ]  [124:  	https://www.expatincroatia.com/fishing-license/ ] 

Foraging in forests managed by Hrvatske šume (Croatian Forests) requires a collection permit ("dozvola za sakupljanje nedrvnih šumskih proizvoda" / permit for collection of non-timber forest products). This applies to: mushrooms, forest fruits, chestnuts, medicinal plants, wild berries)[footnoteRef:125]. All foragers of non-wood forest products for personal use require a permit to enter areas managed by Croatian Forests[footnoteRef:126]. Annual permits for personal use are available via regional officer or online. Certain conditions may apply to different produce, for example, individuals foraging for mushrooms are allowed to collect a maximum of three kilograms of mushrooms per day[footnoteRef:127]. Different rules apply for commercial purposes[footnoteRef:128]. Special conditions apply to the harvesting of asparagus, with the aim of ensuring sustainable harvesting. Harvesting asparagus in state forests[footnoteRef:129] for personal use requires a permit and a fee of 60 EUR cents per 10 pieces. Commercial harvesting requires approval by the Ministry of Environmental and Nature Protection, a separate permit and a per-piece fee (same fee as for recreational pickers) [footnoteRef:130],[footnoteRef:131]. Some mountain districts may waive fees but still require a permit.  [125:  	https://total-croatia-news.com/lifestyle/croatian-forests-2/ ]  [126:  	https://www.hrsume.hr/gradjani/dozvola-nsp/ ]  [127:  	For the full list of produce and the conditions such as maximum quantities, see: https://www.hrsume.hr/wp-content/uploads/2023/04/pravilnik_o_sakupljanju_nedrvnih_sumskih_proizvoda_i_koristenju_sume_i_sumskog_zemljista..pdf ]  [128:  	https://www.expatincroatia.com/mushroom-harvest-croatia/#permit]  [129:  	Relevant legislation: Forest Act (National Newsletter, no. 140/2005, …, 68/2012), Nature Protection Act (NN, no. 81/2005, …, 80/2013) and Establishment act of enterprise Hrvatske Šume are all basis for the core act, Regulation on secondary forest products from Hrvatske Šume.]  [130:  	Hrvatske Šume is a public enterprise responsible for managing state owned forest lands (app. 75% of all forest lands)]  [131:  	http://nwfp-policies.efi.int/wiki/Collection_permits_for_harvesting_asparagus_in_Croatia%E2%80%99s_state_forests ] 

Croatia also has a ‘Tourist tax’ (turistička pristojba). This tax applies to all individual using an accommodation service in an accommodation facility outside their place of residence. The tax is paid to the accommodation service provider. However, the purpose of this tax does not appear linked to environmental objectives, as the tax is considered to be the income of the tourist boards, who use it to perform their tasks and conduct their business[footnoteRef:132]. However, Croatia is exploring a new environmental tourist tax in mass-tourism areas (targeted for implementation post 2025) to support nature conservation efforts[footnoteRef:133].  [132:  	https://www.iusinfo.hr/aktualno/u-sredistu/turisticka-pristojba-38091 ]  [133:  	https://www.dw.com/en/in-croatia-tourism-boom-has-environmentalists-worried/a-66696830#:~:text=Croatian%20government%20aims%20to%20make,however%2C%20and%20not%20before%202025. ] 

Inconsistencies or inefficiencies in the current tax system 
In 2023, revenues from resource and pollution tax revenues in Croatia in 2023 were estimated at EUR 328 million and EUR 121 million respectively. These figures fall short when compared with the scale of environmental degradation estimated by the World Bank in 2021[footnoteRef:134]. The report identified multiple impact areas, namely air pollution, marine litter, poor waste and wastewater management, tourism-related environmental impacts, and the loss of ecosystem services, each costing up to EUR 150 million annually[footnoteRef:135]  Suggesting that environmental costs in aggregate may exceed the revenue collected through these tax instruments. This indicates that some sectors are likely contributing less to environmental taxes than the external costs they impose.  The report finds that economic activities in Croatia place growing pressure on natural resources, leading to environmental degradation and associated costs. By applying welfare- and market-based methods, the 2018 cost of environmental degradation assessment quantified the economic impact of this degradation and highlights the need for better protection of natural capital. [134:  	World Bank (2021). Croatia: Cost of Environmental Degradation. Available at: https://documents1.worldbank.org/curated/en/929211613036393029/pdf/Croatia-Cost-of-Environmental-Degradation.pdf ]  [135:  	The loss of ecosystem services covers services like carbon sequestration, water supply for hydropower, timber, and pollination, is estimated to cost around EUR 90 million per year.] 

Croatia’s energy tax structure illustrates this inefficiency, as it is not aligned with the carbon content of fuels. Although excise duties on energy, particularly transport fuels, are the main domestic instrument for carbon pricing, the system results in highly uneven effective carbon prices across fuel types and uses. Excise rates on transport fuels correspond to €130–260/tCO₂, while rates for heating fuels are significantly lower, ranging from €7–24/tCO₂. Natural gas, coal, and electricity used for heating are lightly taxed, despite their associated emissions, and diesel is taxed less per unit of CO₂ than petrol[footnoteRef:136]. [136:  	https://www.elibrary.imf.org/view/journals/002/2023/234/article-A002-en.xml ] 

Compounding this, Croatia implemented broad-based energy subsidies in response to the energy crisis, including price caps and excise duty reductions for motor and heating fuels, as well as VAT cuts (to 13% for electricity and 5% for gas and district heating). These measures, which remained in place in 2024, have eroded carbon price signals, with estimated revenue losses of around 0.8% of GDP and total subsidies reaching 3% of GDP during 2022–2024. Consequently, Croatia’s fossil fuel tax policy is misaligned with the carbon intensity of energy sources, weakening incentives for emissions reductions, energy efficiency, and fuel switching; running counter to EU climate and decarbonisation targets.[footnoteRef:137] [137:  	https://www.elibrary.imf.org/view/journals/002/2023/234/article-A002-en.xml ] 

In Croatia, excise duties on energy sources are generally set above the minimum levels required by the EU Excise Tax Directive (ETD), reflecting some alignment with carbon content. However, most rates remain below the EU-28 median and average, except for certain industrial and commercial motor fuels where rates are higher. Since joining the EU in 2013, Croatia has standardised excise duties and introduced new taxes on natural gas, coal, coke, and electricity, particularly increasing taxes on fuels used for heating.  The system also incorporates some exemptions for household fuel use (Hogg et al). 
Although the Croatian vehicle registration tax directly considers the vehicle’s CO2 emissions or environmental class, agriculture, fishing, and aquaculture benefit from a fuel tax exemption on "blue-dyed diesel," introduced in 2010 and extended to navigation in 2014[footnoteRef:138]. This subsidy, worth EUR 98.7 million in 2019, makes diesel roughly 37.5% cheaper for these sectors[footnoteRef:139]. As a result, they pay disproportionately low environmental taxes relative to their impact. For example, agriculture alone contributes over 10% of Croatia’s GHG emissions and 84.55% of ammonia emissions[footnoteRef:140][footnoteRef:141]. This exemption weakens incentives for energy efficiency and shifts environmental and fiscal costs to other sectors and the public. Decarbonisation of the transport sector could be supported by replacing the “blue-dyed diesel” exemption with a subsidy for the use of biodiesel and its production in these sectors[footnoteRef:142]. [138:  	https://environment.ec.europa.eu/economy-and-finance/phasing-out-environmentally-harmful-subsidies/croatia-ehs-candidate-reform_en]  [139:  	https://environment.ec.europa.eu/economy-and-finance/phasing-out-environmentally-harmful-subsidies/croatia-ehs-candidate-reform_en ]  [140:  	https://environment.ec.europa.eu/system/files/2021-10/Croatia.pdf ]  [141:  	https://environment.ec.europa.eu/economy-and-finance/phasing-out-environmentally-harmful-subsidies/croatia-ehs-candidate-reform_en ]  [142:  	https://www.elibrary.imf.org/view/journals/002/2023/234/article-A002-en.xml] 

Other environmentally harmful subsidies include a fertiliser subsidy/lower VAT rate on pesticides and plant protection products and a meat-production related subsidy[footnoteRef:143]. Forestry has also benefited from reduced environmental tax obligations. With respect to the ‘Contributions for forest’ tax, since 2006, small businesses have been exempt, and the tax rate for forest services was cut by 25% in 2010. As a result, smaller operators in the sector bear a lighter financial burden for environmental impacts compared to larger entities and other industries. [143:  	Ibid.] 

Proposed or postponed environmental taxes
Croatia has effectively postponed the implementation of two environmental taxes through legislative changes, pausing their application. From January 2015, Croatia set the unit fee for both the SO2 and NO2 levies to HRK 0.00. (115/15[footnoteRef:144])[footnoteRef:145]. These taxes are effectively paused, with no revenue reported since 2017 (Eurostat). The rational for this change was to reduce the burden on taxpayers and reduce parafiscal charges. When deemed ‘necessary’, the fees can be reactivated[footnoteRef:146].  [144:  	https://narodne-novine.nn.hr/clanci/sluzbeni/2015_10_115_2193.html ]  [145:  	For the previous tax rates and their calculations, see 71/2004.]  [146:  	https://esavjetovanja.gov.hr/ECon/EconReport?entityId=1912 ] 

Other dormant or unimplemented taxes include the levy on hazardous waste and the levy on the environmental user. Both are included in Croatia’s National Tax List, however hazardous waste levy has not generated revenue since 2007 (Eurostat), and the environmental user charge has yet to be fully implemented.
Conclusions, country-specific recommendations and reform progress
No recent Country Specific Recommendations (CSRs) have explicitly addressed environmental taxation in Croatia[footnoteRef:147]. Past EU guidance encouraged shifting taxation away from labour towards other types of taxes which are less detrimental to growth, such as recurrent property, environment and consumption taxes[footnoteRef:148]. Previous recommendations, such as those made in the IEEP report, would help to meet shift the tax burden away from labour to be more growth friendly[footnoteRef:149] . [147:  	Based on a key word search for ‘tax’ and ‘environment’ in the database and a review of the results. Some results on the green transition, however unrelated to taxation.]  [148:  	European Commission (2014) Annual Growth Survey 2015, COM(2014) 902 Final, http://ec.europa.eu/europe2020/pdf/2015/ags2015_en.pdf, p. 15]  [149:  	(IEEP report).] 

Tax structure overview: Croatia’s tax mix is relatively favourable to growth and competitiveness. Labour and corporate taxes are below the EU average, which affect cost competitiveness and are more conducive to growth and investment. The bulk of revenues come from consumption taxes, which are well above the EU average. Capital taxation revenues are around half the EU average, and some limited increase in taxation was introduced at the beginning of 2024. Property and income from rent are lightly taxed, which in turn affects the supply and prices for residential households. Overall, Croatia’s total tax revenue is slightly below the EU average[footnoteRef:150]. Meanwhile, Croatia has one of the highest shares of environmental tax revenues relative to GDP in the European Union, with environmental taxes accounting for 3.3% of GDP in 2022, surpassed only by Greece and Bulgaria[footnoteRef:151],[footnoteRef:152]. This high share is primarily due to energy taxes, reflecting Croatia’s continued dependence on fossil fuels and a relatively slow transition to renewable energy sources compared to other EU countries[footnoteRef:153],[footnoteRef:154]. [150:  	Commission Staff Working Document 2024 Country Report – Croatia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Croatia.]  [151:  	https://repozitorij.ijf.hr/en/islandora/object/ijf:969/datastream/FILE0/view ]  [152:  	https://environment.ec.europa.eu/system/files/2021-10/Croatia.pdf]  [153:  	https://repozitorij.ijf.hr/en/islandora/object/ijf:969/datastream/FILE0/view ]  [154:  	https://environment.ec.europa.eu/system/files/2021-10/Croatia.pdf] 

‘Polluters pay’ principle 
According to EC 2021, Croatia has two key economic instruments that reflect the polluter pays principle. The aforementioned packaging waste management system and the forest public benefit function fee (contribution for forests)[footnoteRef:155]. The packaging waste management system is an example of a proactive approach to EPR schemes in Croatia[footnoteRef:156]. The Forest Public Benefit Function Fee is paid by companies and other business associations. The charge was initially collected by the State-owned company Hrvatske Šume at a rate of 0.07% of total income, however, the charge was reduced to 0.0265% of total income and it is managed by the ministry of Agriculture and Forestry and distributed to the beneficiaries. Since 2019, the fee has been cancelled for SMEs[footnoteRef:157]. Public opinion of the Forest Public Benefit Function Fee is negative (due to public misconceptions/lack of clarity), which together with advocacy from business associations resulted in the cut in the charge from 0.07% to 0.0265%. The cuts were officially justified with decreasing the burden on Croatian Industry[footnoteRef:158]. Nonetheless, future reform of the fee should involve more clarity around the spending of the funds and improved public communication[footnoteRef:159].  The Forest Public Benefit Fee can be easily replicated in all countries where financing of the forest management is a problem[footnoteRef:160].  [155:  	https://environment.ec.europa.eu/system/files/2021-10/Croatia.pdf ]  [156:  	Ibid. ]  [157:  	Ibid.]  [158:  	Ibid. ]  [159:  	https://ieep.eu/wp-content/uploads/2022/12/HR-Forest-Public-Benefit-Fee-final.pdf ]  [160:  	https://ieep.eu/wp-content/uploads/2022/12/HR-Forest-Public-Benefit-Fee-final.pdf ] 

Recent and proposed measures to strengthen the polluter pays principle include implementing tradeable livestock emission permits to combat air pollution and reforming the landfill tax (see below)[footnoteRef:161]. Currently, the fees for waste producers are set at different rates according to the waste type. In addition, as noted above, Croatia set the unit fee for both the SO2 and NO2 emissions to HRK 0.00 as of January 2015 (OG 115/15). Reintroducing these fees could reinforce the polluter pays principle.  [161:  	https://environment.ec.europa.eu/system/files/2021-10/Croatia.pdf ] 

Croatia has a municipal waste charge of HRK 12 per tonne (corresponding to around EUR 1.6 in 2021) for the disposal of municipal waste.  While there is no dedicated incineration tax in place,[footnoteRef:162]  Croatia currently lacks incineration capacity for municipal solid waste. However, the government plans to enable interested entities to develop energy recovery waste projects, in response to the Energy Development Strategy until 2030.[footnoteRef:163] In a recent regulatory change, Croatia enacted Uredba 137/2024, introducing a unit fee for waste disposal to landfills (Naknada za odlaganje otpada), in force from 1 January 2025, set at EUR 30/t with a plan to increase to EUR 50/t by 2029. The fee is collected from landfill operators and directed to the EPEEF.[footnoteRef:164] [162:  Early warning country profile.]  [163:  https://www.eea.europa.eu/en/topics/in-depth/waste-and-recycling/municipal-and-packaging-waste-management-country-profiles/hr-municipal-waste-factsheet.pdf/@@download/file ]  [164:  https://www.zakon.hr/c/podzakonski-propis/540245/nn-137-2024-%2829.11.2024.%29%2C-uredba-o-jedinicnoj-naknadi-za-odlaganje-otpada ] 

Tax reforms in national strategies 
Croatia’s Proposed Circular Economy Action Plan on Construction and Demolition Waste recommends the introduction of a tax on construction and demolition waste landfills[footnoteRef:165]. However, other national strategies, including the 2021-2030 National Energy and Climate Plan (NECP), do not propose specific tax reforms. The NECP outlines Croatia’s energy and climate objectives, which include decarbonising the economy and further reductions in GHG emissions in transport, building, and agriculture sectors, but does not set sectoral targets or detail the policies needed to meet these goals[footnoteRef:166].  [165:  	Developed for the World Bank’s Circular Economy approaches in Solid Waste Management Reimbursable Advisory Services in support of the Ministry of Economy and Sustainable Development of Croatia.  https://thedocs.worldbank.org/en/doc/c22f85216d0d23a3287250b550d05935-0080012022/original/Deliverable1bCroatiaProposedCEactionPlan.pdf ]  [166:  	https://www.elibrary.imf.org/view/journals/002/2023/234/article-A002-en.xml] 

In November 2024, at COP29, the Prime Minister affirmed that “Croatia is committed to decarbonising its energy system and accelerating its green transition”[footnoteRef:167]. However, the speech did not include any explicit reference to environmental taxation or related reforms.  In 2024 the International Monetary Fund (IMF) reported that Croatian authorities would begin reducing fiscal stimulus and prioritise spending, including by continuing to phase out energy support measures. This includes the removal of the electricity price cap and the restoration of fuel excise duties and road tolls to their pre-pandemic levels[footnoteRef:168]. The IMF also highlighted structural measures to support the green transition, including the creation of the Ministry of Environmental Protection and Green Transition, submission of the NECP and plans to:  [167:  	https://vlada.gov.hr/news/croatia-remains-strongly-committed-to-decarbonizing-its-energy-system-and-intensifying-green-transition/43326 ]  [168:  	IMF - Statement by Mr. Paul Hilbers and Mr. Darjan Milutinovic on Republic of Croatia, Executive Board Meeting July 26, 2024, available at https://www.elibrary.imf.org/view/journals/002/2024/246/article-A003-en.xml ] 

establish a national centre for climate change adaptation
introduce guarantees for manufacturing firms that transition to zero carbon emission
continue scaling up investment in renewables, infrastructure for charging EVs, and hydrogen charging stations to decarbonize heavy transport. 
These measures are not tax-based but may complement environmental fiscal reform in the longer term.
[bookmark: _Toc214008846]Potential for implementing additional environmental taxes
[bookmark: _Hlk198675656]Some sectors in Croatia appear to contribute significantly less in taxes than the scale of their environmental externalities justify. The analysis in Srdelić (2024)[footnoteRef:169] on environmental tax revenue and carbon emissions shows that Croatia has the potential to improve the quality of some of its environmental taxes; Croatia ranks among the top EU Member States in terms of the share of environmental tax revenue to GDP (behind only Greece and Bulgaria), a share that has increased over time while declining overall in the EU. However, the expansion of this share reflects rising energy product consumption, rather than increased tax rates, underscoring Croatia’s continued dependency on fossil fuels.[footnoteRef:170]  This highlights both a fiscal opportunity and a policy challenge: introducing instruments like a carbon tax, aligned with circular economy principles, would help match environmental costs to activity, generate stable revenues, and could be recycled into green investments. [footnoteRef:171]  However, as noted in Srdelić (2025)[footnoteRef:172]   there is currently no publicly available data on how revenues from environmental taxes are used, not evidence that they are systematically reinvested in environmentally or climate-related projects. At the same time, fossil fuel subsides persist, including through broad, untargeted use of the EU ETS auction revenue allocated under “energy poverty mitigation”, which in practice benefit all households regardless of income. This raises concerns over both the environmental effectiveness and equity of current fiscal measures.[footnoteRef:173]  [169:  	https://repozitorij.ijf.hr/en/islandora/object/ijf:969/datastream/FILE0/view]  [170:  	https://repozitorij.ijf.hr/en/islandora/object/ijf:969/datastream/FILE0/view ]  [171:  	Ibid. See also https://www.elibrary.imf.org/view/journals/002/2023/234/article-A002-en.xml ]  [172:  	https://repozitorij.ijf.hr/islandora/object/ijf:1156]  [173:  	https://repozitorij.ijf.hr/islandora/object/ijf:1156] 

Several types of environmental taxes that exist in other EU Member States are currently absent in Croatia. There is no clear evidence of a current pesticide tax in Croatia. While some EU countries have implemented pesticide taxes or fees, and there are ongoing discussions at the EU level about harmonizing such measures, Croatia is not listed among the countries with a specific pesticide tax. However, historically there was a small tax on pesticides in Croatia linked to water quality that was abolished in 2013. It was reportedly cut due to fears it compromised the competitiveness of Croatia’s agricultural sector on the EU market (Hogg et al). There is no evidence of a specific aviation tax aimed at addressing environmental impacts, such as a tax on airline tickets or jet fuel for commercial flights, in Croatia as of 2025[footnoteRef:174]. As noted previously, there is incineration tax in place. [174:  	https://www.eurocontrol.int/sites/default/files/2024-12/ld-2025-01.pdf] 

Recommended reforms and introduction of new taxes
In the area of pollution and resource tax reform, several proposals have been made for Croatia, primarily through the European Commission (2021) and Hogg et al. (2016). These include both the introduction of new instruments and amendments to existing ones. With respect to resources taxes, the water abstraction tax could be amended. Hog et al (2016) suggested that all rates be increased to at least €125 per 1,000m3 for the public water supply, €55 per 1,000m3 for manufacturing purposes and €7 per 1,000m3 for agriculture. The revenue from the existing charges could continue to accrue to Croatian Waters. In addition to increasing the fee rates, Hogg et al suggested that some consideration might be given to the appropriate use, and destiny of, additional revenues, with the intention to distinguish between levels of fee required to cover the financial costs of maintaining the water resources, and those which have a more specifically environmental rationale. Hog et al (2016) also suggested introducing an aggregates tax at a rate of €2.40 per tonne from 2017, and following this to keep the rate constant in real terms. 
Recommendations for new pollution taxes include introducing a banded pesticides tax to reflect the level of hazard associated with them (Hog et al, 2016). Amendments were also proposed to the fertilisers tax, suggesting an increase to €200 (HRK 1,530) per tonne of nitrogen from 2017 to 2019. The rates for NO2 and SO2 could also be increased. Hogg et al SO2 and NO2 both at €1,000 per tonne, and PM €2,000 per tonne. Since January 2015, Croatia has set the unit fee for SO₂ and NO₂ to HRK 0.00, making these taxes effectively inactive. While not a tax, the European Commission (2021) also recommended that Croatia introduce tradeable livestock emission permits to combat air pollution and strengthen the polluters pay principle.
[bookmark: _Hlk200116719]In the waste sector, the European Commission (2021) recommended that Croatia reform the landfill tax (however, in other sources the existing fee is not classified as a landfill tax). Similarly, Hogg et al. (2016) proposed the introduction of a landfill tax for non-hazardous waste, starting at €10 per tonne in 2016 and increasing to €50 per tonne by 2019 (with the level kept constant in real terms). An additional rate of €2.40 per tonne was suggested for construction and demolition waste. A 2021 EC report proposed a landfill tax of €40 per tonne[footnoteRef:175]. As of 2025, Croatia applies a flat fee of HRK 12 per tonne (approx. EUR 1.6 in 2021), which is significantly below these recommended levels and is not classified as a tax. [175:  	https://www.eea.europa.eu/en/topics/in-depth/waste-and-recycling/municipal-and-packaging-waste-management-country-profiles/hr-municipal-waste-factsheet.pdf/@@download/file ] 

A waste incineration tax was also recommended, set at €15 per tonne in 2016, with an equivalent rate for MBT facilities. No such tax is currently in place. Hogg et al. also suggested increasing the existing tax on single-use plastic bags to €0.07 per bag and keeping this rate constant in real terms. While Croatia has implemented a charge, the current rates are below this suggested level. As of 1 January 2025, Croatia mandates that retailers charge for very lightweight plastic bags (those thinner than 15 micrometres), however the specific charge is determined by individual retailers (for example, some retailers have set the price at €0.01 per bag[footnoteRef:176]. Additionally, Croatia imposes a packaging fee of €200 per tonne on plastic bags, which is managed by the Environmental Protection and Energy Efficiency Fund. For wastewater, it was recommended that the existing rates be adjusted in line with good practice, including a charge of €1.47 per kg of BOD. Charges for nitrogen and phosphorus were also suggested, depending on the type of discharge (freshwater or coastal). These changes would improve the environmental incentive function of existing fees and additional revenues could accrue to national budget. [176:  	https://www.croatiaweek.com/lightweight-plastic-bags-wont-be-free-in-croatia-from-1-jan/?utm_ ] 

	Table A6-24:  Waste, Pollution and Resource taxes proposed by previous reports and publications, classified by category

	Proposed tax / Tax amendment
	Tax category
	Introduce new tax / Amend existing tax

	Water abstraction
	Resource
	Amend

	Aggregates tax
	Resource
	Introduce

	Pesticides
	Pollution
	Introduce

	Fertilisers
	Pollution
	Amend

	NO2 and SO2
	Pollution
	Amend

	Waste incineration tax
	Waste
	Introduce

	Single-use carrier bag tax 
	Waste
	Amend

	Waste water
	Waste
	Amend



[bookmark: _Toc214008847]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Croatia has made notable progress in environmental taxation over recent years, particularly through landfill and waste management levies and through energy-related instruments. Nevertheless, the coverage and rate levels of other pollution and resource taxes remain limited. The modelling results for Scenarios A and B suggest that introducing harmonised benchmark taxes would yield tangible fiscal and environmental benefits. Under Scenario A, Croatia could increase revenues from pollution and resource taxes by around 0.4 per cent of total environmental tax receipts in 2030, while achieving reductions of between 10 and 18 per cent in pollutants, waste and resource use. Under Scenario B, the gains are more moderate but remain positive across all categories, suggesting that reform could be implemented with limited macroeconomic risk.
Total revenues from the investigated taxes could rise by about €5.2 billion in 2030 and 2035, amounting to 10 times the revenues for pollution and resource taxes in 2023. Almost all the contribution comes from water effluent charges, which account for 98% of the total.  The other significant contribution is waste to landfill and mineral aggregates. Existing water abstraction charges are deemed to be above the investigated minimum.  Consequently, this sector does not contribute to the increase in revenues. Reduction in emissions or use of materials is greatest for pesticides (33%), waste to landfill (25%) PM2.5 (26-26%) and fertilizers (24%). 
	Table A6-: Environmental Impacts and Revenue Changes in Croatia – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,31
	0,19
	0,19%
	0,12%

	SO2
	-32,43%
	-32,43%
	0,63
	0,23
	0,39%
	0,14%

	PM2.5
	-29,58%
	-29,58%
	3,08
	2,95
	1,91%
	1,83%

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Fertilizers
	-23,96%
	-23,96%
	6,27
	6,17
	3,88%
	3,82%

	Pesticides
	n/a
	n/a
	10,13
	10,10
	6,27%
	6,25%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	-24,81%
	-24,81%
	60,42
	50,18
	37,42%
	31,08%

	Water Effluent
	-16,25%
	-16,25%
	147,38
	143,39
	91,28%
	88,81%

	Minerals & Aggregates
	-16,67%
	-16,67%
	48,37
	45,62
	14,07%
	13,27%



	Table A6- : Environmental Impacts and Revenue Changes in Croatia – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,10
	0,06
	0,1%
	0,0%

	SO2
	-8,11%
	-8,11%
	0,21
	0,08
	0,1%
	0,0%

	PM2.5
	-7,39%
	-7,39%
	1,01
	0,97
	0,6%
	0,6%

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Fertilizers
	-5,99%
	-5,99%
	1,94
	1,91
	1,2%
	1,2%

	Pesticides
	n/a
	n/a
	5,32
	5,30
	3,3%
	3,3%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-13,82%
	-13,82%
	38,57
	32,03
	23,9%
	19,8%

	Water Effluent
	-12,20%
	-12,20%
	83,36
	81,10
	51,6%
	50,2%

	Minerals & Aggregates
	-5,02%
	-5,02%
	10,58
	9,98
	3,1%
	2,9%



However, feasibility and implementation challenges must be carefully managed. Croatia’s environmental tax administration is still developing, and data gaps persist, particularly for industrial discharges and resource extraction. Expanding taxation to new bases such as wastewater effluents, mineral extraction and fertilisers will require enhanced monitoring capacity and coordination between the Ministry of Economy and Sustainable Development, the Ministry of Finance and local authorities. Technical improvements in data reporting and digitalisation of permitting and monitoring systems would facilitate effective implementation.
In distributional terms, Croatia’s relatively high energy and utility cost burdens mean that new taxes affecting water abstraction or waste management could have a visible effect on household budgets. To mitigate potential regressivity, part of the additional revenues should be recycled through targeted compensation, such as reduced social contributions, lump-sum rebates for low-income households or funding for energy and water efficiency improvements in residential buildings. Communication on the environmental and social benefits of these reforms would also be important to maintain public support.
From a competitiveness perspective, the sectors most likely to be affected include construction, manufacturing (notably building materials, chemicals and metals) and agriculture. While modest increases in environmental taxation are unlikely to affect overall competitiveness significantly, careful phasing and transitional support for eco-efficiency investments can help mitigate short-term cost impacts. Revenues can also be used to finance innovation in resource efficiency, waste recycling and cleaner production processes, measures that will strengthen the long-term resilience of Croatian industry.
Based on the modelling and national circumstances, the following priority taxes could be considered for progressive implementation:
A mineral extraction tax, targeting gravel, sand and stone, where environmental pressures are high and current taxation is limited;
A wastewater effluent tax, aligned with the benchmark rate and designed to reduce untreated industrial and municipal discharges;
A fertiliser tax, supporting more efficient nutrient management and reducing diffuse water pollution; and
Further strengthening of landfill taxation, combined with investment in recycling infrastructure and waste separation.
To ensure smooth implementation, Croatia should adopt a phased approach, starting with sectors where monitoring and collection mechanisms already exist. Strengthening inter-ministerial coordination and ensuring consistency with EU waste and water directives will be essential. Consideration should also be given to earmarking part of the additional revenues to fund infrastructure investments in waste and water treatment, measures that would directly reinforce the environmental objectives of the taxes themselves.
In conclusion, Croatia is well positioned to expand its environmental taxation base and realise meaningful environmental and fiscal benefits. While institutional capacity and affordability constraints remain important considerations, these can be effectively addressed through gradual implementation, transparent revenue recycling and targeted support for both households and affected industries. If managed carefully, environmental tax reform could play a central role in advancing Croatia’s green transition and fiscal modernisation while maintaining social fairness and competitiveness.
[bookmark: _Toc214008848]Cyprus 
[bookmark: _Toc214008849]Overview of existing environmental taxes
Environmental taxes in Cyprus amounted to 2.1% of GDP in 2023, close to the EU average. Although revenues have grown in absolute terms over the past 15 years, their relative weight in the economy has fallen. Total environmental tax revenue reached EUR 619 million in real terms in 2023 (Figure A6-13), an increase of 20.3% since 2009 (Figure A6-14). Over the same period, however, the ratio of environmental taxes to GDP declined by 24.1%. In 2023, energy and transport taxes accounted for around 71.4% and 17.8% of total environmental tax revenues, while pollution and resource taxes contributed 9.1% and 1.7% respectively.
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	[bookmark: _Ref201234687]Figure A6-13: Total environmental tax revenue in Cyprus (2009-2023) in million euros



In 2023, total tax revenue (including net social contributions) accounted for 38.6% of Cyprus’s GDP, an increase of 4.7 percentage points compared with 2009. Environmental taxes represented 5.5% of total tax revenue in 2023, down from 8.2% in 2009, a decline of 2.7 percentage points over the period. Within this overall reduction, transport tax revenues recorded the sharpest fall, decreasing by 71.1% in absolute terms.
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	[bookmark: _Ref201234714]Figure A6-14: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes and total environmental taxes in Cyprus. Pollution taxes were not included, as these only started generating revenue in 2022. [footnoteRef:177] [177:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 20.3%    increase refers to growth in constant prices over 2009–2023.
 https://www.propertyguides.com/cyprus/buying/taxes/#:~:text=Sewerage%20tax,is%20connecting%20to%20mains%20sewerage] 




Over the past decade, Cyprus has seen an increase in environmental tax revenues in absolute terms, driven largely by growth in resource and pollution taxes. However, when measured relative to GDP or as a share of total tax revenue, environmental taxes have in fact declined, indicating that their weight in the overall tax system has diminished despite nominal growth.
[bookmark: _Toc214008850]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 54.4 and 12.4 million euros. This amounts to an increase in absolute terms of 109.8% of resource taxes over 15 years (2009-2023), while pollution taxes were only introduced in 2022. However, in terms of GDP-ratios, resources taxes increased only by 32.3% (Figure A6-14). 
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	Figure A6-15: Resource and pollution tax revenues in Cyprus (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past year 


List of pollution and resource taxes and revenue shares
	Table A6-27:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Sewerage Disposal Boards tax
	867.2
	57.8
	100%



	Table A6-28:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Environmental Protection
	1.8
	0.1
	1.9%

	Environmental Rehabilitation
	12.0
	0.8
	12.8%

	Mining tax
	1.0
	0.1
	1.0%

	Water consumption tax
	37.0
	5.3
	84.3%



The National Tax List of Cyprus showcases five different taxes that fall under the category ‘pollution and resource taxes’. The ‘Sewerage Disposal Boards tax’ is the only pollution tax and makes up the largest part of the pollution and resource taxes revenue, at EUR 63.3M in 2023. The national tax as calculated based on the market value of a property, and is annually paid by the property owners. The rate varies between 0.05% and 0.3%. Cyprus also implements a Mining tax, which was introduced in 2012. It is based on the extraction of raw materials and the revenue from the mining tax was EUR 100,000 in 2023. The two other resource taxes are the Environmental Protection tax and the Environmental Rehabilitation tax, which, respectively, generated EUR 0.1M and 1.4M of revenue in 2023. The Environmental Protection tax is based on landscape changes.
Cyprus also has a Water Consumption tax which was introduced in 2017, in the “Pricing and Mechanisms for the Recovery of the Cost of Water Service Regulations” under Law PI 28/2014. The law mandates that water pricing fees must achieve adequate cost recovery, which includes both the cost of supply services, as well as the environmental impact of water use and water exhaustion. The law sets out pricing principles for water supply to households and for water irrigation[footnoteRef:178]. The tax generated a revenue of EUR 6.4M in 2023, according to Cyprus’ National Tax List. [178:  	https://www.moa.gov.cy/moa/wdd/Wdd.nsf/page29_en/page29_en?opendocument] 


A new environmental tax expected in Cyprus is a municipal waste landfill tax. Before this, Cyprus was one of only five EU Member States without such a tax, and its implementation has been recommended by the European Commission in the 2022 “Environmental Implementation Review”[footnoteRef:179] and the 2023 “The early warning report for Cyprus”[footnoteRef:180]. The tax amounts to EUR 35 per ton of waste, and will increase by EUR 5 per year, until it reaches EUR 70. The collected revenues is earmarked to finance waste management on a municipal level. The tax also comes in the context of the 2035 target to landfill no more than 10% of waste. Once this target is reached, the tax is planned to be terminated[footnoteRef:181].  [179:  	https://op.europa.eu/publication-detail/-/publication/227d15fa-06ed-11ea-8c1f-01aa75ed71a1]  [180:  	https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=SWD:2023:186:FIN]  [181:  	https://www.philenews.com/kipros/koinonia/article/1557649/erchete-foros-igionomikis-tafis-schedio-gia-miosi-ton-aporrimmaton/] 

Fees and other related instruments
On a local scale, some municipalities are implementing “Pay-as-you-throw” schemes. A total of 11 municipalities have been applying this type of municipal waste management, where waste is separated at the waste source, which could lead to improved reusing and recycling of waste, and waste prevention. The collected residual waste is paid for with a fixed fee or a variable fee related to the volume or weight. The schemes were started in the second half of 2024[footnoteRef:182]. [182:  	https://payasyouthrowcy.com/en/meletes/] 


In 2025, Cyprus is expected to implement a green tax reform[footnoteRef:183]. This new regime includes the end of reduced consumption taxes on motor fuels, which, combined with a green tax, will lead to significant increases in fuel prices. The green tax is expected to increase gradually in the coming years, from EUR 0.05 per litre in 2025 to EUR 0.25 per litre in 2033. A carbon tax is also expected for industrial fuels and polluting industries. A third aspect of the new regime, introduced in a separate bill, is the introduction of a “lodging tax”, which is comparable to a tourist tax, consisting of a EUR 2.50 fee per night. This tax is meant to help battle the effects of tourism on waste[footnoteRef:184]. These changes will start to be implemented in May 2025, as the plans are in the final preparation stages[footnoteRef:185]. In the last two years, the proposal has mostly seen administrative hold-ups, as it required legal review, public consultations, and approval from the Council of Ministers, after which it was presented to the Cyprus parliament[footnoteRef:186]. [183:  	As announced in the Cyprus Recovery and Resilience Plan (Component 3.2: “Green Tax Reform”), endorsed by Council Implementing Decision (CID) of 28 July 2021. ]  [184:  	https://in-cyprus.philenews.com/insider/fuel-prices-to-surge-as-tax-relief-ends-and-green-tax-kicks-in/]  [185:  	https://in-cyprus.philenews.com/insider/cyprus-green-tax-implementation-may-2025/]  [186:  	https://in-cyprus.philenews.com/local/green-tax-increases-to-be-marginal-finance-minister-states/] 

Conclusions, country-specific recommendations and reform progress
The European Semester Country Specific Recommendations[footnoteRef:187] have consistently recommended Cyprus to improve its water management and wastewater treatment, especially with regards to the agricultural sector’s water-use. Investments should be made in the different stages of the water-use cycle. The recycling and reducing of waste is also mentioned as a point of concern, with special attention to the separate collection of municipal waste and packaging waste. With the newly (to be) implemented measures, waste management is expected to improve. Specific measures to address the resource use and pollution of the agricultural sector are potential next steps to follow up on the CSRs. Other recommendations address the reliance on fossil fuels, also to reduce the reliance on energy imports and to reduce energy poverty[footnoteRef:188]. [187:  	https://commission.europa.eu/publications/2025-european-semester-country-specific-recommendations-commission-recommendations_en ]  [188:  	https://commission.europa.eu/publications/2025-european-semester-country-specific-recommendations-commission-recommendations_en] 


Comparing Cyprus’ tax rates with other Member States shows that the rate for the landfill tax is relatively low at EUR 35. However, the rate will be increased to EUR 70 in the coming years.

The taxation system of Cyprus is highly centralized with little variation among municipalities. Cyprus is an extremely water scarce country[footnoteRef:189], therefore water pricing plays a central role in preserving drinking and irrigation water. A water tax of EUR 0.01 plus VAT is planned to be introduced in 2025 as part of the green tax regime.[footnoteRef:190] The Commission suggested increasing water prices, but this raises concerns for the agricultural industry and food security. Water's price elasticity is also low, therefore only raising prices would not result in a significant change in demand. The Water Development Department prefers to manage water resources by the state, and not by introducing water markets[footnoteRef:191]. [189:   https://watereurope.eu/wp-content/uploads/2024/10/Water-Europe_Final-Report_15102024-1.pdf]  [190:   https://www.gov.cy/media/sites/11/2024/07/finalkoetax_reformpresentation1mar24.pdf]  [191:  	https://reform-support.ec.europa.eu/document/download/06c68777-9553-4371-a921-664b204d9e8b_en?filename=D2%20Best%20practices%20report%20-%20green%20taxation%20reform%20in%20Cyprus.pdf&prefLang=lv ] 

[bookmark: _Toc214008851]Potential for implementing additional environmental taxes 
The 2016 Eunomia/IEEP report on environmental taxation in the EU Member States recommended that Cyprus adopt a range of taxes to address resource use and pollution. Their suggestions included an aggregates tax, taxes for landfill and incineration, packaging, single-use carrier bags, air pollution, water abstraction and wastewater, as well as pesticides and fertilisers. The report particularly emphasised the importance of implementing a landfill tax, as landfilling rates in Cyprus were among the highest in the EU. It was also stressed that air pollution was relatively high (above thresholds), as such air pollution taxes were considered an important measure. Water abstraction taxes were also deemed an important complement to existing irrigation water charges to prevent severe water stress and impacts on freshwater ecosystems. 
Two of these three most pressing issues have been addressed by Cyprus with the adoption of a water consumption tax in 2017 and the upcoming implementation of a municipal waste landfill tax. While some municipalities also apply PAYT schemes, these are highly localized and therefore limited in their national impact. This aligns with the Commission’s 2025 EU waste recycling targets assessment, which encourages Cyprus to make wider use of economic instruments—such as pay-as-you-throw systems and landfill taxation—to drive separate collection and reduce reliance on landfilling[footnoteRef:192]. The expected green tax reform may further improve the situation, although it will likely focus on energy and transport rather than pollution and resources. As a result, many of the 2016 Eunomia/IEEP recommendations are still relevant today.  [192: Cyprus, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/351886] 

[bookmark: _Toc214008852]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Cyprus currently applies a limited number of environmental taxes, mainly in the areas of energy and waste management. While several regulatory fees exist, economic instruments targeting pollution, water abstraction, and resource use remain underdeveloped. The modelling results show that introducing the benchmarked environmental taxes could generate moderate fiscal gains and meaningful environmental benefits. Under Scenario A, total additional revenues would increase by roughly 0.5 per cent of environmental tax receipts in 2030, while reductions in pollutants, waste, and resource extraction would range between 8 and 14 per cent. Under Scenario B, fiscal and environmental effects would be about half this scale but remain positive, confirming that Cyprus has untapped potential to strengthen its environmental tax base.
Total revenues from the investigated taxes could rise by €126 million in 2030 and €119 million in 2035, respectively 1.8 and 1.7 times the revenues for pollution and resource taxes in 2023. The main contributors to the gains are mineral extraction (34%), water abstraction (27%), waste to landfill (15%) and water effluent (13%). As waste incineration is not practiced this sector does not contribute to tax revenues. Reduction in emissions or use of materials is greatest for pesticides (33%), SO2 (32%), water abstraction (30%) and waste to landfill (25%). 
	Table A6-29: Environmental Impacts and Revenue Changes in Cyprus – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,12
	0,13
	0,19%
	0,20%

	SO2
	-32,43%
	-32,43%
	7,29
	6,13
	11,51%
	9,67%

	PM2.5
	-29,58%
	-29,58%
	0,31
	0,24
	0,49%
	0,38%

	Water Abstraction
	-30,07%
	-30,07%
	34,01
	31,54
	284,12%
	263,49%

	Fertilizers
	-23,96%
	-23,96%
	0,59
	0,59
	0,93%
	0,94%

	Pesticides
	n/a
	n/a
	4,73
	4,72
	7,46%
	7,46%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	-24,81%
	-24,81%
	18,70
	16,46
	29,52%
	25,98%

	Water Effluent
	-3,78%
	-3,78%
	18,80
	18,99
	29,68%
	29,97%

	Minerals & Aggregates
	-16,67%
	-16,67%
	35,39
	35,07
	295,65%
	292,97%



	Table A6-30: Environmental Impacts and Revenue Changes in Cyprus – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,04
	0,04
	0,1%
	0,1%

	SO2
	-8,11%
	-8,11%
	2,48
	2,08
	3,9%
	3,3%

	PM2.5
	-7,39%
	-7,39%
	0,10
	0,08
	0,2%
	0,1%

	Water Abstraction
	-5,88%
	-5,88%
	5,47
	5,07
	45,7%
	42,4%

	Fertilizers
	-5,99%
	-5,99%
	0,18
	0,18
	0,3%
	0,3%

	Pesticides
	n/a
	n/a
	2,71
	2,71
	4,3%
	4,3%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-13,82%
	-13,82%
	11,94
	10,51
	18,8%
	16,6%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	-5,02%
	-5,02%
	12,15
	12,04
	101,5%
	100,6%



Despite these opportunities, several implementation challenges would need to be addressed. Administrative capacity for monitoring and collecting taxes on pollution, resource use, or effluent discharges is still limited. Establishing reliable data collection mechanisms, particularly for water abstraction and industrial emissions, will be essential to ensure accurate tax assessment and compliance. Given the small size of the economy and the prevalence of small enterprises, tax design should be simple and predictable to avoid disproportionate administrative burdens. Coordination between the Ministry of Finance and the Department of Environment will be critical to ensure coherent implementation and avoid overlap with existing regulatory charges.
In distributional terms, Cyprus has relatively high household exposure to water and waste costs, reflecting the island’s resource constraints. New or higher environmental taxes could therefore raise affordability concerns, especially for low-income households. These risks can be mitigated through targeted revenue recycling measures, for example, by using part of the proceeds to fund water-saving technologies, renewable energy incentives, or social rebates for households facing high utility costs. Public communication on the benefits of the reform, including how revenues are reinvested to improve resource efficiency and infrastructure, will be key to maintaining public acceptance.
From a competitiveness perspective, Cyprus’s economy is dominated by services, but sectors such as construction, quarrying, and agriculture could be affected by the simulated reforms. A phased introduction of new instruments and support for eco-innovation would allow these sectors to adapt without significant loss of competitiveness. Given the high dependence on imported materials, promoting circular economy measures, such as incentives for recycled aggregates and local waste reuse, could offset potential cost increases from new resource taxes.
Based on the modelling and national priorities, the following taxes should be prioritised for implementation:
A water abstraction tax, linked to the water exploitation index and designed to encourage efficient water use in agriculture, tourism, and households;
A wastewater effluent tax, providing incentives for investment in treatment and reuse infrastructure; and
A mineral extraction tax on sand, gravel, and stone, introduced at moderate rates and complemented by incentives for recycled materials.
To ensure successful implementation, Cyprus should pursue a gradual, capacity-building approach, focusing initially on sectors with existing monitoring systems. Integration of environmental taxation with broader water and waste management policies would enhance coherence and efficiency. Transparent use of revenues, earmarked for water resource management and green infrastructure, would strengthen public trust and political feasibility.
In conclusion, Cyprus could expand environmental taxation with manageable risks and clear environmental benefits. The main prerequisites are improved data systems, effective communication, and well-designed revenue recycling to safeguard equity and competitiveness. By pursuing these reforms progressively, Cyprus can advance both its environmental objectives and its fiscal sustainability while aligning more closely with EU best practices on the polluter pays principle.
[bookmark: _Toc214008853]Czechia
[bookmark: _Toc214008854]Overview of existing environmental taxes
Environmental taxes in Czechia amounted to 1.6% of GDP in 2023, below the EU average. Although revenues have increased in absolute terms over the past 15 years, their relative importance in the economy has declined markedly. Total environmental tax revenue reached EUR 4.16 billion in real terms in 2023 (Figure A6-16), representing a 23.1% increase since 2009.[footnoteRef:193] Over the same period, however, the ratio of environmental taxes to GDP fell by 32.0% (Figure A6-17). In 2023, energy and transport taxes made up almost all environmental tax revenues (around 98.3% and 1.2% respectively), while pollution taxes accounted for only 0.7%.  [193:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 23.1%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201234425]Figure A6-16: Total environmental tax revenue in Czechia (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 33.9% of Czechia’s GDP, an increase of 1.4 percentage points compared with 2009. Environmental taxes represented 4.6% of total tax revenue in 2023, down from 7.1% in 2009, a decline of 2.5 percentage points over the period. This reflects a broad reduction across all categories of environmental taxes. In absolute terms, the steepest fall was recorded in transport tax revenues (-86.8%), followed by pollution taxes (-68.3%) and energy taxes (-31.2%).[footnoteRef:194] [194:  	Eurostat metadata does not record resource taxes in Czechia.] 
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	[bookmark: _Ref201234445]Figure A6-17: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 


[bookmark: _Toc214008855]Existing pollution and resource taxes
In 2023, pollution tax revenue was 25.78 million euros (0.7% of the total environmental tax revenues), decreasing in absolute terms by 40.0% over 15 years (2009-2023), and decreasing in terms of GDP-ratio by 69.2% over the same period (Figure A6-17). Czechia does apply any resource taxes. 
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	Figure A6-18: Resource and pollution tax revenues in Czechia (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past year 


 List of pollution and resource taxes and revenue shares
	Table A6-31: Pollution taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Water pollution fee (Poplatky za vypouštění odpadních vod do vod povrchových)
	106.8
	7.1
	35.1%

	Air pollution fee (Poplatky za znečišťování ovzduší)
	196.2
	13.1
	64.5%

	Underground water pollution fee (Poplatek za povolené vypouštění odpadních vod do vod podzemních)
	1.0
	0.1
	0.3%


  
	Table A6-32: Waste taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Fee for support of collection, processing, reuse and disposal of chosen automobile wrecks (Poplatky na podporu sběru, zpracování, využití a odstranění vybraných autovraků)
	154.0
	10.3
	100%

	Radioactive waste fee (Poplatky za uložení radioaktivních odpadů)
	0.0
	0.0
	0%


 
	Table A6-33: Resource taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Other environmental fees and levies[footnoteRef:195] (Ostatní poplatky a odvody v oblasti životního prostředí) [195:  	While here it is classified as a resource tax, the Eurostat reference metadata do not record any resource taxes for Czechia. ] 

	5.9
	2.0
	100%


  
	Table A6-34: Other environmental taxes not reported in the National Tax Lists[footnoteRef:196]  [196:  	Several of the below taxes are reported in the National Tax List, however, these were classified as ‘O - exist but value is zero or considered as zero', ‘Z - Not applicable' and ‘E – Energy’ instead of P/RS. They are included here, as other sources, such as PINE, classed them as environmental taxes. Entries that appear in the NTL as ‘O’ or ‘Z’ or ‘E’ are indicated with the corresponding letter.] 


	 Tax name
	Annual revenue
(€ million) in 2023

	Levy on withdrawal of land from forestry (O) (Poplatky za odnětí pozemků plnění funkcí lesa)
	€3.4 million

	Levy on temporary withdrawal of land from forestry (Z) (Poplatky za odnětí pozemků plnění funkcí lesa)
	€0.4 million

	Levy on withdrawal of land from agriculture (O) (Odvody za odnětí půdy ze zemědělského půdního fondu)
	€42.6 million

	Levy on temporary withdrawal of land from agriculture (Z) (Odvody za odnětí  půdy ze zemědělského půdního fondu)
	€4.7 million

	Fees for extracted minerals and mining (úhrada z dobývacího prostoru, úhrada z vydobytých nerostů)  
	Unknown, not in NTL

	Fee on registration and recording of packaging (Z) (Registrační a evidenční poplatky za obaly)
	€0.7 million

	Waste deposit fee / Fee for the disposal of waste in a landfill (Poplatku za ukládání odpadů na skládku)
	Unknown, not in NTL

	Duty on ozone depleting chemicals
	Unknown, not in NTL

	Local accommodation fee (Z) (Místní poplatek z pobytu) Formerly Poplatek za lázeňský nebo rekreační pobyt
	€60.5 million

	Charge for the abstraction of groundwater
	Unknown, not in NTL

	Single-use plastic bag charge
	Unknown, not in NTL


 
The taxes described in this section are classified as pollution and resources taxes by the National Tax List data. See section A6.6.4 for discussion around the definition of environmental taxes in the Czech legal framework. 
The water pollution fee, introduced in 1966, applies to the discharge of wastewater into surface water. It is regulated by the Water Act (254/2001)[footnoteRef:197] and by the Tax Code Act (280/2009)[footnoteRef:198]. Taxpayers include households and firms that discharge wastewater into surface water. Wastewater is categorised as treated and untreated, and water sources are reported separately for the purposes of the fee. A pollution source may be a municipality, a military district, an industrial zone, a building or a facility where wastewater is discharged into surface water. The tax base is set nationally and comprises the amount of wastewater and the pollutant type. The tax rate is also set centrally and consists of a charge per cubic meter of wastewater and a charge per kilogram of pollutant (Pollutants covered include various organic substances, heavy metals (such as mercy and cadmium), phosphorous and dissolved or undissolved solids[footnoteRef:199]. Payments are made annually, and the fee applies uniformly across the country, with no regional differentiation. Exemptions apply to certain types of mineral water, remediation and cooling waters, and overflow discharges from compliant sewerage systems[footnoteRef:200]. Revenue from the fee is earmarked for the State Environmental Fund[footnoteRef:201]. It is used to support the development and intensification of water management infrastructure and to reimburse certified laboratories and other entities lessened to monitor water quality and quantity[footnoteRef:202]. [197:  	254/2001 Coll., 01/08/2024 - 31/03/2025, previous version, informative version of the e-Collection system]  [198:  	280/2009 Sb., 1. 1. 2024, aktuální znění, informativní znění systému e-Sbírka]  [199:  	More specifically, absorbed, organically bounded halogens; cadmium; dissolved inorganic salts; mercury; organic substances (non-treated wastewater); organic substances (treated wastewater); organic substances (treated wastewater from pulp and textile production); phosphor; and undissolved substances.]  [200:  	Specifically, exemptions include mineral waters certified for spa use (if not used in treatment), natural mineral waters not used in bottled production, water from remediation systems, wastewater from cooling of steam turbines, wastewater used to extract thermal energy, and overflow from unified sewer systems meeting technical requirements.]  [201:  	The State Environmental Fund administers financial resources to support environmental protection in Czechia, primarily by implementing government programs and EU-funded projects. It acts as an intermediary for distributing funds, especially from the EU’s Operational Programme Environment, to promote sustainable development and ecological improvements. See: https://www.sfzp.cz/en/about-us/what-we-do/ ]  [202:  	https://www.sfzp.cz/wp-content/uploads/2019/07/190502_vn%C4%9Bj%C5%A1%C3%AD-metodika-OV.pdf] 

The air pollution fee was introduced in 1967 and is currently governed by the Act on Air Protection (201/2012)[footnoteRef:203]. It applies to the production, generation, or transformation of air pollutants and is levied on operators of stationary sources. This includes households and businesses. The tax base is the type of pollutant emitted, with each pollutant subject to an individual rate. The fee currently applies to five pollutants (NOX, SO2, CO, NMVOCs and TSP). Tax rates were significantly increased from 2013 onwards. In 2021, rates per tonne were as follows: EUR 573 TSP, EUR 191 SO2; EUR 152 NOX, EUR 382 NMVOcs. The Rates for TSP and NOX are high in comparison with those in other EU Member States.  The tax is applied uniformly nationwide, with no regional variation. Revenues are earmarked for air protection measures. [203:  	201/2012 Sb., 1. 3. 2025, aktuální znění, informativní znění systému e-Sbírka] 

The underground water pollution fee was introduced in 2002 and is regulated by the Water Act (254/2001). It applies to the permitted discharge of wastewater into groundwater. The fee is levied on firms operating wastewater treatment facilities with valid discharge permits. The tax is based on the facility’s designed capacity to treat pollution. It is calculated using population equivalents (PE), where one PE represents an estimated daily biochemical oxygen demand (BOD₅) of 60 grams. The total fee is determined by multiplying the number of PEs by a fixed rate of CZK 350 per PE. The fee is applied on an annual basis (calendar year). Exemptions apply to wastewater from treatment facilities serving a single residential or recreational building; mineral waters certified as natural healing sources, if not used in spa care; natural mineral waters not used in bottle production; wastewater used to obtain thermal energy; and polluted water that has undergone reduction in pollutant levels following extraction from groundwater. Revenue is allocated to the budget of the municipality in which the discharge occurs[footnoteRef:204]. [204:  	https://www.e-sbirka.cz/sb/2001/254/2024-08-01?zalozka=text#par_90 ] 

[bookmark: _Hlk197441683]The fee for support of collection, processing, reuse and disposal of chosen automobile wrecks (since 2009) was introduced in 2009 and is regulated by the Act on Waste (185/2001)[footnoteRef:205] , as amended by Act 383/2008[footnoteRef:206]. The fee is paid by individuals registering a used passenger car or light commercial vehicle, with the fee amount determined by the vehicle’s compliance with EU emission standards: CZK 3,000 for vehicles meeting EURO 2 standards; CZK 5,000 for those complaint with EURO 1; and CZK 10,000 for vehicles that do not meet either set of limits. Vehicles meeting the minimum emission limit values of EURO 3 are exempt from the fee, as are historic vehicles and vehicles registered with a certificate confirming their historical authenticity under national under other legal regulations.  The tax is applied nationally with no regional variation. Revenue is allocated to the State Environmental Fund. [205:  	185/2001 Sb., 1. 1. 2020 - 31. 12. 2020, minulé znění, zrušeno, informativní znění systému e-Sbírka]  [206:  	383/2008 Sb., 1. 1. 2021, aktuální znění, informativní znění systému e-Sbírka] 

The radioactive waste fee was introduced in 1997 and is currently governed by the Atomic Act (263/2016)[footnoteRef:207]. The Radioactive Waste Repository Authority is responsible for managing activities related to the disposal of radioactive waste, including the collection and administration of the corresponding fees[footnoteRef:208]. In addition to the Atomic Act, secondary legislation regulates the use of nuclear energy, spent fuel and radioactive waste management. Government Regulation No. 35/2017 Coll. sets the rate for the one-time fee for radioactive waste disposal[footnoteRef:209], as well as the amount of contributions from the nuclear account to municipalities and the rules for their provision[footnoteRef:210].  [207:  	263/2016 Sb., 1. 1. 2024, aktuální znění, informativní znění systému e-Sbírka]  [208:  	https://www.ensreg.eu/country-profile/Czech%20Republic ]  [209:  	It is unclear what this fee amounts to.]  [210:  	https://www.iaea.org/sites/default/files/22/10/czech_republic_nr_9th_cns.pdf ] 

The ‘other environmental fees and charges’ tax, classed as a resource tax in  above, remains unclear. It is possible that this tax entry includes certain resource-related fees and charges not explicitly listed on the National Tax List inventory.  
Fees and other related instruments
Within the national tax list system there is some ambiguity in terminology and definition of instruments included as ‘taxes’, which could reasonably arguably complicate reform processes; ambiguities in terminology, where taxes, fees and levies are used interchangeably can lead to inconsistencies in classification and create uncertainty for stakeholders. It may also affect how environmental taxes are reported and understood (both domestically and in internation comparisons). In more detail, Table A6-31 through to Table A6-34 include the taxes classed as (P/RS) in the National Tax List data. However, some of these may be more accurately described as fees, charges or levies, rather than environmental taxes. In the scope of this study, environmental taxes are defined as unrequited payments where the tax base has a specific negative impact on the environment. As noted in Nagy et al (Nagy et al., 2023), the Czech legal framework does not provide a clear definition of environmental taxes. Instead, various synonymous terms are used, reflecting inconsistencies in terminology and interpretation[footnoteRef:211]. Since 2009, the Czech Statistical Office has worked on this issue using a methodology developed jointly by the OECD and Eurostat, in collaboration with environmental law experts from Charles University in Prague. Radvan observes that Czech energy or ecological taxes are typically mandated payments linked to specific environmental harm. These payments are collected without direct compensation and are therefore classed as taxes, even though the terms ‘tax’, ‘fee’ and ‘levy’ are often used interchangeably. Exceptions may apply, such as certain municipal waste fees (Radavan, 2009[footnoteRef:212]). By some definitions, Czechia is considered to not have any resource or pollution taxes[footnoteRef:213]. However, the air pollution tax is listed as a tax in the National Tax List and is recognised as such by the OECD, highlighting the inconsistencies in classification. [211:  	Nagy, Z. et al. (2023) The place and role of environmental taxes in the Hungarian, Slovak and Czech tax systems. Journal: Curentul Juridic. Issue year 95/2023. Issue no. 4. Page range 60-77]  [212:  	Michal Radvan, Energy Taxes, in: Rajko Knez, Naděžda Rozehnalová, Vladimír Týč, et al. Five Years of EU Membership Case of Czech Republic and Slovenian Law, University of Maribor, Maribor 2009]  [213:  	Patrik Przyhoda, Climate change taxation reforms and incentives in the Czech Republic, https://cms.law/en/int/expert-guides/cms-expert-guide-to-climate-change-tax-reforms-and-incentives/czech-republic ] 

Czechia applies several additional environmental taxes, charges, and levies. Among these, are levies on temporary and permanent withdrawal of land from forestry, introduced in 1996 to support forest protection. These are regulated by the Forest Act (289/1995)[footnoteRef:214]. The taxpayers are primarily firms who were granted permission to withdraw land from forestry. This includes economic forests, forests in protected areas, forests in urban environments or with significant ecological functions, and forests in national parks or nature reserves. The tax rate is set centrally and, Iin addition to land area, the calculation takes into account factors such as the average price of wood (most recently updated in 2024) and the ecological weighting of the forest in question. Revenue is split between the State Environmental Fund (60%) and the municipality (40%).  [214:  	e-Collection] 

The levies on withdrawal of land from agriculture are regulated by the Act on the Protection of the Agricultural Land Fund (334/1992)[footnoteRef:215]. The levy for permanent withdrawal has been in force since 1966, while the levy for temporary withdrawal has applied since before 1995. The taxpayers are firms and entities that have been granted permission to remove land from agricultural use. The levy, set centrally, is calculated using a formula based on the basic price of land, which is assessed according to BPEJ (evaluated soil ecological unit), system defined in the valuation decree. This base rate is adjusted upward when the withdrawal affects environmentally sensitive areas, such as protected zones for water resources or specially protected areas). The adjusted base is then multiplied by a coefficient reflecting the protection class of the land. For temporary withdrawals, the levy is paid annually and adjusted accordingly. Several exemptions apply to permanent withdrawals[footnoteRef:216].. Revenue from the levy is earmarked, with 55% allocated to the state budget, 15% to the State Environmental Fund, and 30% to the municipality. [215:  	334/1992 Sb., 1. 1. 2025, aktuální znění, informativní znění systému e-Sbírka]  [216:  	As specified in Section 11a of 334/1992] 

The fees for extracted minerals and mining were introduced in 1988 under the Mining Act (44/1988)[footnoteRef:217] and are currently regulated by the Act amending the Mining Act (89/2016)[footnoteRef:218]. Two separate charges apply: one on the mining area, and one on the extracted minerals.   [217:  	44/1988 Coll. Mining Act]  [218:  	89/2016 Coll. Act amending Act No. 44/1988 Coll., on the Protection and Utilization of Mineral Resources (Mining Act), ...] 

The mining area fee is levied on organisations holding a designated mining area. The tax base is the surface area of the mining site, measured in hectares, as determined nationally. The rate is also set centrally, with a higher charge applied when mining activities, such as preparation, opening and extraction, of exclusive deposits are permitted. Revenue from this fee is allocated to the municipality in which the mining area is located. If the site spans multiple municipalities, revenue is distributed proportionally according to surface area.
The fee on extracted minerals is levied on the holders of mining areas, organisations acquiring minerals during authorised exploration, and individuals or entities engaged in unauthorised extraction of reserved minerals. The tax base is the quantity of extracted minerals, with rates set nationally at up to 10 % of the market price per unit of material. Rates may be adjusted in line with market price trends over a five-year period. This fee applies uniformly nationwide. If the extraction occurs across municipal boundaries and the precise location cannot be determined, revenue is distributed proportionally by surface area. The majority of proceeds go to the state budget, with a smaller share allocated to the municipality in which the extraction took place. The specific distribution percentages vary by mineral type.
The fee on registration and recording of packaging was introduced in 2002 and is currently regulated by the amended Packaging Act (545/2020)[footnoteRef:219]. It applies to entities that place packaging or packaged products on the market or into circulation. The fee only applies to those with an annual turnover exceeding CZK 25 million and who handle at least 300 kg of packaging per year. The rates are fixed. The fee is applied nationally, with no regional variation. The revenue is earmarked for the State Environmental Fund. [219:  	545/2020 Sb., 1. 1. 2021, aktuální znění, informativní znění systému e-Sbírka] 

The fee for the disposal of waste in a landfill was introduced in 1992 and is currently regulated by the Waste Act (541/2020)[footnoteRef:220]. The tax base is defined as the weight of municipal waste deposited in landfills, measured in tonnes. Taxpayers are households and businesses depositing waste; however, the landfill operator is responsible for collecting the fee from the taxpayer and transferring it to the relevant authority. Different tax rates apply depending on the type of waste, including recoverable waste, residual waste, hazardous waste, selected technological waste, and remediation waste. An exemption is granted for waste landfilled in response to emergency situations under the Crisis Act (240/2000)[footnoteRef:221]. The tax is applied nationally, without regional variation. Revenue is shared between the State Environmental Fund and the municipality where the landfill is located. [220:  	541/2020 Sb., 1. 1. 2024, aktuální znění, informativní znění systému e-Sbírka]  [221:  	240/2000 Sb., 1. 1. 2024, aktuální znění, informativní znění systému e-Sbírka] 

The duty on ozone depleting chemicals was introduced in 1993 to support chemical management and is currently regulated by the Law on Substances that Deplete the Ozone Layer and on Fluorinated Greenhouse Gases (73/2012)[footnoteRef:222]. The duty is levied on firms that manufacture or produce products or services involving these substances. The tax base is the weight of ozone-depleting substances, and is charged per kilogram. Rates and classifications are set nationally, with no regional variation. Revenue is earmarked for the State Environmental Fund and specifically allocated to measures for ozone layer protection. [222:  	73/2012 Sb., 23. 3. 2023, aktuální znění, informativní znění systému e-Sbírka] 

In Czechia, there is a charge for the abstraction of groundwater, established to support management of water resources. The tax base is volume of underground water abstraction for drinking water supply and for other purposes.
A plastic bag charge was introduced in 2018. Plastic carrier bags with a thickness of less than 15 μm are exempt[footnoteRef:223].  [223:  	Tenaw G. et al (2024) Environmental taxation of plastic bags and substitutes: Balancing marine pollution and climate change. Journal of environnemental management.] 

In addition to the environmental taxes identified above, Czechia implements other fees related to the use of the environment. Permits, also referred to as licences and qualifications, are required for activities such as hunting and fishing[footnoteRef:224]. While licenses and permits may reduce environmental harm by limiting access, these fees do not qualify as environmental taxes as they can be considered to be paid in exchange for a right or service and are not directly related to the level of environmental harm (pollution, resource extraction).  [224:  	Czechia does not appear to require foraging permits. See: https://english.radio.cz/authorities-will-not-curb-czechs-passion-mushroom-hunting-8790978 ] 

Czechia levies tourist taxes; however, they are not classified as environmental taxes as they are not directly linked to environmental concerns. The Local accommodation fee, also called city or tourist tax, has been in force since before 1995, according to the National Tax List. It is regulated by the Act of the Czech National Council on Local Fees (565/1990)[footnoteRef:225] as amended by Decree No. 18/2019. This tax is unrequited and applies to individuals staying in spa places or in areas of concentrated tourism for treatment of recreational purposes. Accommodation providers are responsible for collecting the tax and paying it to the local municipality.  Revenue is used to support tourism and promote local cultural events[footnoteRef:226].  [225:  	565/1990 Sb., 1. 1. 2025, aktuální znění, informativní znění systému e-Sbírka]  [226:  	https://portalprazana.cz/pro-verejnost/sluzby/98] 

Proposed or postponed environmental taxes
Czechia has postponed an increase in landfill tax rates. The landfill tax has been in place since 1992, with the basic rate for municipal waste set at CZK 500 (approximately EUR 20) per tonne since 2009. Under the new Waste Act, in force since January 2021, and in line with the Waste Management Plan 2015-2024, the rate was expected to increase gradually from 2021. However, this increase has been deferred until 2019 (Early Warning Profile, p. 11).
Inconsistencies or inefficiencies in the current tax system
Czechia maintains several environmentally harmful subsidies. Notably, an excise tax refund for diesel fuel used in agriculture was introduced in 2000. According to the 2022 EHS Candidate for Reform, this measure contributes to increased GHG emissions, air pollution and pressure on land and water resources[footnoteRef:227]. Additionally, in response to the energy crisis triggered by the war in Ukraine, the Czech government implemented temporary tax relief measures to curb fuel prices[footnoteRef:228]. These include the temporary reduction in excise duties on diesel and unleaded petrol between 1 June to 30 September 2022 and the abolition of road tax for vehicles (cars and trucks) weighing up to 12 tonnes.  [227:  	See ‘A toolbox for reforming environmentally harmful subsidies in Europe’ at https://circabc.europa.eu/ui/group/c1A6a4e9-7563-4d0e-9697-68d9cd24ed34/library/7ff9e898-823f-4b06-985a-119d9e25e529/details and: https://environment.ec.europa.eu/economy-and-finance/phasing-out-environmentally-harmful-subsidies/czech-republic-ehs-candidate-reform_en#:~:text=The%20excise%20tax%20refund%20for%20diesel%20reduces%20the%20cost%20of,and%20land%20and%20water%20use. ]  [228:  	https://www.grantthornton.cz/en/news/tax-reliefs-of-czech-government-to-combat-the-crisis/ ] 

Vehicle taxation in Czechia is differentiated by emission levels. For example, the fee supporting the collection, processing, reuse and disposal of chosen automobile wrecks is determined based on compliance with EU exhaust emission standards. 
Despite this, some sectors in Czechia are considered to pay less than their environmental externalities justify. A 2018 OECD report recommended that the country undertake environmental tax reform to ensure that prices better reflect the environmental costs of activities, particularly GHG emissions and local air pollutants[footnoteRef:229].  [229:  	https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/07/oecd-environmental-performance-reviews-czech-republic-2018_g1g8e052/9789264300958-en.pdf page 36] 

Inefficiencies are present in the tax system. For example, although the air pollution tax was reformed in 2012 and the rates increased, they remained well below the marginal cost of abatement and did not lead to significant behavioural change motivated emission reduction (Kiula, 2014)[footnoteRef:230]. Further, research by Juřík and Braathen (2021) found that the air pollution tax rates in Czechia do not reflect the true environmental and social damage costs. While narrowing the tax base to major pollutants (TSP, SO₂, NOₓ, and NMVOCs) has reduced administrative burdens, the tax’s incentive and revenue-generating functions remain limited. [230:  	https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/07/oecd-environmental-performance-reviews-czech-republic-2018_g1g8e052/9789264300958-en.pdf] 

Conclusions, country-specific recommendations and reform progress
Czechia’s overall tax revenue is relatively low as a share of GDP, reflecting a suboptimal tax mix. This has been further exacerbated by a significant personal income tax cut implemented in 2021. The majority of tax revenue is derived from labour, largely due to relatively high social contributions[footnoteRef:231]. The 2021 CSR recommended Czechia “Reduce the high level of taxation on labour, particularly for low‐income earners. Shift taxation to areas less detrimental to growth, such as recurrent taxes on housing and environmental taxes.” Despite this, revenue from environmental taxes in Czechia is below the EU average[footnoteRef:232],[footnoteRef:233].  Czechia’s environmental situation has improved markedly since the 1990s, when the system of environmental taxes and charges was introduced. The primary objective of these instruments was to discourage environmentally harmful behaviour, promote more efficient use of natural resources, and to generate earmarked revenue for non-budgetary funds. However, because these funds are managed directly by administering authorities (such as the State Environmental Fund) or regional governments, rather than being channelled through the central state budget via parliamentary processes, there is often a clear interest in maintaining steady revenue flows, but not necessarily to increase rates with a view to driving behavioural change[footnoteRef:234]. [231:  	Commission Staff Working Document 2024 Country Report – Czechia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Italy.]  [232:  	Hogg et al. (2016). Study on assessing the environmental fiscal reform potential for the EU28. Report prepared for the European Commission DG Environment.]  [233:  	Commission Staff Working Document 2024 Country Report – Czechia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Italy.]  [234:  	Commission Staff Working Document 2024 Country Report – Czechia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Italy.] 

The OECD Environmental Performance Review of the Czech Republic highlighted that, despite limited natural resources and growth above the OECD average, the country has successfully decoupled several environmental pressures from its economic growth and improved its environmental infrastructure. Czechia also reaffirmed its commitment to sustainable development, setting clear priorities for the 2030 Agenda. Compared to the OECD average, it performs well on the SDGs related to poverty, water and biodiversity. Nonetheless, the economy remains energy and carbon intensive, due in part to its reliance on coal and a large industrial sector. Air pollution continues to pose a serious public health concern. The review issued 46 recommendations to support the greening of Czechia’s economy and strengthen environmental governance and management[footnoteRef:235]. It also noted the delayed implementation of a carbon tax and relatively low rates applied to air pollution. In addition, the OECD identified potential for reviewing other environmentally related taxes and charges. These recommendations are broadly consistent with other studies of Czechia’s environmental tax system and aim to reduce negative externalities. (See Section A1.1.3. for details on specific tax instruments and associated impacts).   [235:   https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/07/oecd-environmental-performance-reviews-czech-republic-2018_g1g8e052/9789264300958-en.pdf ] 

In 2023, pollution tax revenues accounted for just 0.7% of the total environmental tax revenues, despite their central role in applying the ‘polluter pays’ principle. Czechia has introduced three of the six main types of pollution and resource taxes, taxes on NOx emissions, waste landfilling, and discharge of waste into water [footnoteRef:236]. The polluter pays principle could be strengthened with respect to waste. In a 2021 paper outlining proposals for a circular economy in Czechia, the OECD noted the need to recover more materials from various waste streams to reduce landfilling and promote the use of secondary raw materials. With respect to environmental taxation, the report recommended increasing landfill tax rates and introducing a complementary incineration tax[footnoteRef:237].  [236:  	Commission Staff Working Document 2024 Country Report – Czechia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Czechia.]  [237:  	https://eulacfoundation.org/system/files/digital_library/2023-07/5d33734d-en.pdf ] 

There could be potential to strengthen the application of the ‘polluter pays’ principle[footnoteRef:238]. Other environmental fees, such as the air and water pollution charges are also aligned with the polluter pays principle, but there remains scope to strengthen their design and impact[footnoteRef:239].  [238:  	Commission Staff Working Document 2024 Country Report – Czechia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Czechia.]  [239:  	https://environment.ec.europa.eu/system/files/2021-10/Czech%20Republic.pdf ] 

While landfill tax rates have increased, they remain below the EU average[footnoteRef:240]. Further increased are planned from 2029. More broadly, Czechia has adopted a national circular economy strategy, Circular Czechia 2040, which recognises taxation as a key tool for transitioning to a circular economy[footnoteRef:241]. The first action plan (2022–2027), adopted in June 2023[footnoteRef:242], outlines actions for furthering environmental tax reforms, including: increasing landfill fees, exploring the possibilities of introducing taxes on products based on their recyclability and single-use plastics (if the eco-modulation tool is not effective enough), examining the potential for a fertiliser tax in order to internalise the externalities linked to their production and use, and evaluating the possibilities and impacts of a fee on waste incineration to promote recycling[footnoteRef:243]. [240:  	https://eulacfoundation.org/system/files/digital_library/2023-07/5d33734d-en.pdf p.48.]  [241:  	https://www.eea.europa.eu/en/topics/in-depth/circular-economy/country-profiles-on-circular-economy/circular-economy-country-profiles-2024/czechia_2024-ce-country-profile_final.pdf/@@download/file#:~:text=Czechia%20adopted%20a%20dedicated%20national,and%20social%20benefits%20to%20Czechia. ]  [242:  	https://mzp.gov.cz/sites/mzp.cz/files/tiskove-zpravy/AP_C%C4%8C_2040.pdf ]  [243:  	Translated from Czech; document not available in English. ] 

Czechia’s system of environmental taxes and charges is complex, and the administrative cost of managing them can be high, sometimes exceeding the revenue generated[footnoteRef:244]. For example, prior to 2012, the cost of administering air pollution charges from medium-sized sources amounted to 137 % of the revenues collected. Following reforms introduced by the Air Protection Act (No. 201/2012 Coll.), the system was strengthened and its effectiveness improved; the decision to tax only the main pollutants (TSPs, SO2, NOx and NMVOCs) and to narrow the tax base to the listed activities led to a significant improvement in the administrative and compliance costs to revenues ratio. This has changed from about 15% of revenues to 5% (approx. €576,000) (Juřík & Braathen, 2021). Although emissions have continued to decline since then, the extent to which this can be attributed to the air pollution fee, as opposed to technological developments, remains unclear[footnoteRef:245].  [244:  	Commission Staff Working Document 2024 Country Report – Czechia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Italy.]  [245:  	https://environment.ec.europa.eu/system/files/2021-10/Czech%20Republic.pdf] 

[bookmark: _Toc214008856]Potential for new environmental taxes
The 2018 OECD Environmental Performance Review recommended that Czechia implement an environmental tax reform to better internalise environmental externalities, including greenhouse gas emissions and local air pollutants[footnoteRef:246]. Key recommendations included: [246:  	https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/07/oecd-environmental-performance-reviews-czech-republic-2018_g1g8e052/9789264300958-en.pdf ] 

Introducing a carbon component in energy taxation, raising the excise tax on diesel to at least match that on petrol, and indexing both to inflation. It also recommended that part of the revenue from higher taxes on heating fuels and electricity be redistributed to vulnerable households via income-tested transfers.
Further transport-related reforms included extending distance-based road charging, linking road tolls to vehicle emission standards, broadening the annual road tax to cover all vehicles (not only business-owned), and adjusting rates according to fuel efficiency and pollution performance. Harmonising registration taxes for new and used vehicles, tightening environmental criteria, and implementing low-emission zones—as planned under the Air Protection Act—were also advised.
To strengthen the environmental effectiveness of fiscal policy, the OECD suggested removing harmful exemptions from energy and vehicle taxes and called for the establishment of a green tax commission to review environmentally relevant subsidies and prioritise their phase-out.
Czechia does not currently levy several environmental taxes that are in place in other Member States. As of 2024, there were no finalised plans to introduce a national plastic tax to fund the payment of its plastic levy obligation[footnoteRef:247]. However, Extended Producer Responsibility (EPR) systems are in place for packaging, batteries, WEEE, tyres, and solar panels[footnoteRef:248]. These systems are overseen by the Ministry of the Environment, which sets legislative targets. For packaging waste, the Producer Responsibility Organization (PRO) EKO-KOM manages collection and recovery obligations on behalf of market operators (Ministry of the Environment, 2021). [247:  	https://wts.com/wts.com/publications/climate-protection-green-tax-energy/2024/wts-global-plastic-taxation-2024-updated.pdf#page=7]  [248:  	Early warning assessment related to the 2025 targets for municipal waste and packaging waste. Page 4.] 

Czechia does apply stamp duties, fees or any other taxes on aircraft transaction documents, aside from minor administrative registration fees[footnoteRef:249]. [249:  	https://l2baviation.com/tax-regulations/czech-republic/#:~:text=The%20Czech%20Republic%20does%20not%20levy%20any%20stamp%20duties%2C%20fees,be%20part%20of%20the%20transaction.] 

Recommended reforms and introduction of new taxes
In terms of pollution and resource tax reform, several studies have proposed reforms to existing taxes and the introduction of new taxes in Czechia. With respect to resource taxes, in its 2018 review, the OECD recommended increasing water charges (such as abstraction) to better reflect both service provision costs and resource scarcity. It also advised removing exemptions that weaken incentives for efficient water use [footnoteRef:250] . This is supported by the recommendation in Hogg et al. (2016) to amend the water abstraction tax: Increase the existing fee to a level, for public water supply, of €190 per 1,000m3, with lower rates applied to abstraction for manufacturing purposes and for agriculture (€115 per 1,000m3 and €16 per 1,000m3 respectively). A transition period from 2016 to 2021 was suggested, whereby the rates are increased gradually from existing levels to those suggested. The rates are then held constant in real terms. The European Commission (2021) has also recommended that Czechia consider a water consumption charge to strengthen the polluter pays principle [footnoteRef:251].  [250:  	https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/07/oecd-environmental-performance-reviews-czech-republic-2018_g1g8e052/9789264300958-en.pdf]  [251:  	https://environment.ec.europa.eu/system/files/2021-10/Czech%20Republic.pdf ] 

Hogg et al (2016) proposed the introduction of an aggregates tax. This would entail replacing the existing mineral extraction fee with a tax set at €2.40 per tonne from 2017 and following this, keeping the rate constant in real terms[footnoteRef:252].  [252:  	The types of materials that could be covered by the tax include Marble; Chalk; and dolomite Slate, Limestone and gypsum; Sand and gravel.] 

Recommendations for new pollution taxes include measures targeting diffuse pollution from agriculture. The OECD (2018), European Commission (2021) and Hogg et al. (2016) recommended Czechia introduce a tax on fertilisers, specifically nitrogen fertilisers, also strengthening the polluter pays principle[footnoteRef:253]. Hogg et al. modelled a nitrogen fertiliser tax starting at €0.15 per kilogram of nitrogen in 2017, increasing gradually to a maximum level by 2019. A tax on pesticides has also been recommended by the OECD (2018) and Hoeg et al. (2016), who suggested a banded pesticide tax to reflect the level of hazard associated. Hogg et al. modelled it as though the tax is applied at a rate of €7.50 per kg active ingredient. Successful examples of both the fertiliser and pesticides tax can be drawn from other OECD countries[footnoteRef:254]. [253:  	https://environment.ec.europa.eu/system/files/2021-10/Czech%20Republic.pdf ]  [254:  	https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/07/oecd-environmental-performance-reviews-czech-republic-2018_g1g8e052/9789264300958-en.pdf] 

Amendments to existing pollution taxes were suggested by Hogg et al (2016). The air pollution tax rates could be increased further to generate additional incentives for abatement, and hence, improvements in air quality. The suggested tax rates are as follows: SOx €1,000 (CZK 27,521) per tonne; NOx €1,000 (CZK 27,521) per tonne; PM10 €2,000 (CZK 55,042) per tonne. Suggested amendments to the waste water tax were to: Increase the existing fee rate for BOD associated with treated waste water to €1.58 per kg BOD. Given the magnitude of the increase in rates, a transition period from 2016 to 2019 was suggested, whereby the rates are increased gradually from an introductory rate to maximum levels. Existing exemptions should be reviewed and adjusted accordingly. It is suggested that rates should be held constant in real terms once they reach the 2018 levels.
In the waste sector, the OECD review highlighted the need to raise landfill tax rates to make waste recovery more economically attractive than disposal[footnoteRef:255]. This is supported by Hogg et al. (2016), suggesting that the planned increase in the landfill tax for non-hazardous waste should stipulate a tax rate of €50 per tonne by 2019 and index rates thereafter so that the tax remains constant in real terms. [255:  https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/07/oecd-environmental-performance-reviews-czech-republic-2018_g1g8e052/9789264300958-en.pdf] 

According to the European Commission[footnoteRef:256], raising the landfill tax could effectively encourage recycling and reduce reliance on landfilling. However, the planned major increase in Czechia’s landfill tax has been delayed by five years, shifting from 2024 to 2029.  [256:  Czechia, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/871144] 

Pay-as-you-throw schemes also have limited reach, currently covering only about 20% of the population through related taxes and fees[footnoteRef:257]. [257:  Ibid.] 

There is no incineration tax in place in Czechia, however it was recommended by Hogg et al. (2016) (suggested an incineration tax of €15 per tonne in 2016. An equivalent rate is proposed for MBT facilities which are already operating in Czechia.) and the first action plan (2022–2027), adopted in June 2023[footnoteRef:258] for Circular Czechia 2040 sets out that a waste incineration fee will be considered. This is a development from 2022, when the Ministry of the Environment argued that such a tax would not currently support recycling in Czechia, given that energy recovery from municipal waste remains relatively low (12 % in 2020, compared to an EU average of around 27 %), while landfilling is still high (47.7%). Nevertheless, the Ministry did indicate at the time that they may revisit the issue of an incineration tax in the medium term if the situation evolves. [258:  	https://mzp.gov.cz/sites/mzp.cz/files/tiskove-zpravy/AP_C%C4%8C_2040.pdf ] 

Hog et al. (2016) recommended Czechia introduce a packaging tax, and that the following rates apply to all packaging placed on the market:  Aluminium €315 per tonne; Plastic €102 per tonne; Steel €86 per tonne; Paper and card €33 per tonne; Glass €28 per tonne; Wood €21 per tonne. These rates are conservative in that they cover only the embodied CO2 savings associated with materials use.
	Table A6-35:  Waste, Pollution and Resource taxes proposed by previous reports and publications, classified by category (not yet implemented)

	Proposed tax / Tax amendment
	Tax category
	Introduce new tax / Amend existing tax

	Water abstraction 
	Resource
	Amend

	Water consumption charge
	Resource
	Introduce

	Aggregates tax 
	Resource
	Introduce

	Pesticides 
	Pollution
	Introduce

	Fertilisers (e.g. nitrogen)
	Pollution
	Introduce

	Air Pollution tax 
	Pollution
	Amend

	Waste water 
	Pollution
	Amend

	Landfill tax 
	Waste
	Amend

	Waste incineration / MBT tax 
	Waste
	Introduce

	Packaging tax
	Waste
	Introduce


[bookmark: _Toc214008857]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Czechia operates several environmental charges and fees, with relatively advanced instruments in waste and air policy compared with many Member States. The modelling indicates that introducing the benchmarked taxes would deliver measurable environmental gains with modest macroeconomic effects. Under Scenario A, the largest physical improvements arise from waste policy, particularly landfill, where Czechia is among the countries projected to achieve reductions above 30 per cent by 2030 when benchmark rates are fully phased in. For minerals extraction, current national arrangements already sit at or above the investigated minimum, so no further change in extraction is expected from the benchmark; similarly, existing wastewater charges exceed the simulated rates, implying little or no incremental effect there. For air pollutants (NOx, SO₂, PM₂.₅) and product-based instruments (pesticides and fertilisers), the model points to moderate but positive effects on emissions and use, with Scenario B delivering proportionally smaller outcomes. Revenues rise in line with these patterns, with the bulk of new receipts under Scenario A coming from landfill, and a secondary contribution from product and air instruments.
The investigated taxes in Czechia would raise about another €366 million in 2030 and €372 million in 2035, implying an increase of about 12 times current taxes. The greatest increase comes from mineral aggregate taxes (59%), followed by waste to landfill (25%).  Together the two account for three-quarters of all increases in revenues. Reductions in environmental impacts are greatest in waste to landfill (32%), mineral aggregates (27%) and pesticides (25%).  There is no impact from taxes on water abstraction or water effluent as these sectors have current tax rates above the investigated minimum.
	Table A6-36: Environmental Impacts and Revenue Changes in Czechia – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-38,73%
	-38,73%
	1,12
	0,94
	3,68%
	3,09%

	SO2
	-44,45%
	-44,45%
	10,13
	6,28
	33,30%
	20,64%

	PM2.5
	-40,21%
	-40,21%
	1,72
	1,37
	5,66%
	4,51%

	Water Abstraction
	-7,16%
	-7,16%
	65,42
	60,79
	N.E.
	N.E.

	Fertilizers
	-17,97%
	-17,97%
	13,73
	13,41
	45,15%
	44,10%

	Pesticides
	n/a
	n/a
	24,33
	24,15
	80,02%
	79,42%

	Waste Incineration
	-20,00%
	-20,00%
	1,50
	1,76
	4,92%
	5,80%

	Waste to Landfill
	-32,22%
	-32,22%
	91,52
	84,64
	300,96%
	278,34%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	N.E.
	N.E.



	Table A6-37: Environmental Impacts and Revenue Changes in Czechia – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,00
	0,00
	0,0%
	0,0%

	SO2
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	PM2.5
	-7,39%
	-7,39%
	-0,17
	-0,13
	-0,5%
	-0,4%

	Water Abstraction
	-1,40%
	-1,40%
	2,73
	2,54
	N.E.
	N.E.

	Fertilizers
	-4,49%
	-4,49%
	4,00
	3,90
	13,1%
	12,8%

	Pesticides
	n/a
	n/a
	12,70
	12,60
	41,8%
	41,4%

	Waste Incineration
	-8,31%
	-8,31%
	0,71
	0,84
	2,3%
	2,8%

	Waste to Landfill
	-17,78%
	-17,78%
	37,14
	34,35
	122,1%
	113,0%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	N.E.
	N.E.



Feasibility is generally good given established permitting and monitoring systems, yet there are practical hurdles that warrant careful sequencing. Landfill diversion at higher rates could strain local waste systems unless sorting and treatment capacity expands in step; without that, risks include higher municipal costs, illegal dumping, or a short-term push towards incineration. For agriculture, fertiliser and pesticide taxes may face opposition from smaller farms concerned about margins and yields. In industry, additional air-emissions charges would concentrate in energy-intensive installations (cement, glass, basic metals and chemicals), raising familiar competitiveness concerns. Household distributional impacts are not large in aggregate according to the literature and our elasticity-based modelling, but affordability pressures can arise via municipal waste fees and water bills if revenues are not recycled transparently.
Against this backdrop, three implementation principles are important for Czechia. First, phase-in matters: ramping rates over several years with pre-announced trajectories allows firms and municipalities to plan investments and smooths price effects for households. Second, revenue use should be visible and targeted: dedicating a portion of proceeds to reduce social contributions or local waste charges, alongside investment grants, materially lowers perceived and actual burdens. Third, coordination across line ministries and municipalities is essential to align tax design with capacity expansions in waste and water infrastructure and to avoid unintended substitutions between landfill and incineration.
Taking account of the modelling results and existing Czech measures, the following taxes emerge as priorities to consider:
Landfill taxation at benchmark levels with a clear multi-year escalator, complemented by parallel investment in sorting, recycling and mechanical-biological treatment so that diversion targets are achievable at reasonable cost. Where appropriate, differentiated rates for untreated mixed waste, stabilised residuals and inert materials can sharpen incentives while limiting leakage risks. An increase to the existing landfill tax would help to drive change in the waste management sector and support the application of waste hierarchy (Hogg et al). In 2021, the OECD noted that increasing landfill taxes and improving their design would decrease the relatively high landfill rate of municipal waste and support the achievement of EU waste targets. Further, the effectiveness of the landfill tax would be improved if the generated revenue were not allocated to municipalities and the fees for landfilling of hazardous waste were better enforced[footnoteRef:259].  [259:  	https://eulacfoundation.org/system/files/digital_library/2023-07/5d33734d-en.pdf ] 

Product-based instruments on fertilisers and pesticides calibrated to nitrogen content and relative toxicity, respectively, with farm-size thresholds or de minimis administrative simplifications to keep compliance costs proportionate. Coupling the taxes with advisory support and co-financed precision-application equipment can maintain yields while delivering the targeted reductions. The OECD, in its Environmental Performance Review of Czechia, recommended introducing a fertiliser tax as a potentially effective tool to reduce related emissions. Modelling carried out by the EC suggested that “introducing a nitrogen fertiliser tax of 1.40 EUR per kg nitrogen could raise 467 million EUR revenue (decreasing to 283 million EUR as it does its regulating work), is expected to bring about a small increase to GDP of 0.13-0.24% in 2030, depending on the scenario chosen. This will lead to a shift in employment from agriculture to other sectors like service and construction, and when the tax revenues are recycled through income tax, a net increase of jobs of 0.01% is expected[footnoteRef:260].” The EC suggested that Denmark’s fertiliser tax could be used as an example. Introducing a pesticides tax, banded according to the associated level of hazard of different active ingredients (as in Norway and Denmark), would support progress towards the targets and broader objectives set out in the National Pesticide Action Plan (in accordance with Article 4 of the Directive on Establishing a Framework for Community Action to Achieve the Sustainable Use of Pesticides (Directive 2009/128/EC). Czechia’s Pesticide Action Plan stated that the Ministry of Agriculture will analyse the possibility of introducing economic instruments, such as a sales tax on plant protection products (Hogg et al.). [260:  	https://environment.ec.europa.eu/system/files/2021-10/Czech%20Republic.pdf ] 

Air pollution charges on NOx, SO₂ and PM₂.₅ focused on large point sources already under integrated permits, using the benchmark rates as a reference. Where existing Czech fees are close to the benchmark, modest top-ups combined with performance-based rebates for early adoption of best available techniques can secure additional reductions without undermining competitiveness.
A water consumption charge was proposed by the EC in 2021[footnoteRef:261]. It was suggested that this would aid Czechia, as in 2021, it exhibited a Water Exploitation Index which is close to the threshold of ‘water resources under stress’ [footnoteRef:262]. Modelling carried out for the EC suggested that introducing such a charge in Czechia would contribute around 0.02% to GDP by 2023 (when revenues are recycled) and lead to a slight increase in employment (depending on the model around 0.03% in 2030). The EC suggested that France has an example of how such a tax works.  [261:  	https://environment.ec.europa.eu/system/files/2021-10/Czech%20Republic.pdf ]  [262:  	https://environment.ec.europa.eu/system/files/2021-10/Czech%20Republic.pdf ] 

Introducing an incineration/MBT tax could prevent wastes being shifted from landfill to incineration and therefore support recycling. The rates proposed by Hogg et all were €15 per tonne in 2016. An equivalent rate was proposed for MBT facilities which are already operating in Czechia. These suggested rates are below the highest levels in the EU (in Denmark) and were intended to ensure management of waste is focused on the upper tiers of the waste hierarchy, in line with the Roadmap to A Resource Efficient Europe the Czechia (Hogg et al). However, Czechia has no plans to introduce a waste Incineration tax (Early warning country profile). The Czech Ministry of the Environment believes that an “incineration tax does not significantly support recycling in Czechia at the moment, because incineration and energy recovery of municipal waste was at 12 % in 2020 in Czechia, significantly below the EU average which is around 27 %. On the other hand, the landfilling of municipal waste was at 47.7 % in 2020. Therefore, the main issue for the Czech Republic in the following years is to address the high level of landfilling, not energy recovery […] If the situation changes, the Czech Ministry of the Environment is ready to revise its position regarding the introduction of an incineration tax in the mid-term (Ministry of the Environment, 2022).” (Early warning country report)
Introducing a packaging tax could stimulate waste prevention initiatives in the packaging industry and reduce the demand for raw materials. Hogg et al suggested Czechia introduce rates to all packaging placed on the market; the rates would cover the embodied CO2 savings associated with materials use. The rationale is to encourage prevention of packaging (as opposed to recycling) (Hogg et al). However, Czechia, in 2024 had no finalised plans to fund the payment of its plastic levy obligation through the adoption of a national plastic tax[footnoteRef:263]; Czechia has Extended Producer Responsibility (EPR) systems for specific waste streams in place. [263:  	https://wts.com/wts.com/publications/climate-protection-green-tax-energy/2024/wts-global-plastic-taxation-2024-updated.pdf#page=7] 

Amending the water abstraction charge by increasing the existing fee for public water supply and lower rates to abstraction for manufacturing purposes and for agriculture could improve the cost recovery. Hogg et al reported that the extent to which cost recovery is achieved under the existing charge is unclear. Cost recovery of water services is a central theme of the Water Framework Directive (Directive 2000/60/EC). However, revenues from the existing charges accrue to the Environmental Funds, which raises some questions as to how the revenues would be directed (Hogg et al). The rates proposed in Hogg et al could comprise both an element of cost recovery, and a tax component, accruing to central government. As noted by Hogg et al, this could have implications on the discussions regarding the reform of the management of the environmental funds, and the rationale for the charges.
Instruments that are already above the benchmark, most notably wastewater effluent charges and minerals extraction, should be maintained and, where useful, fine-tuned for better alignment with environmental outcomes (for example, adjusting wastewater charge structures to pollutant loads and seasonal sensitivity). New taxes on water abstraction should be considered only where monitoring of volumes is robust and scarcity signals justify pricing; if introduced, linking rates to local water-stress indicators would improve efficiency and acceptability.
To avoid negative distributional and competitiveness impacts, a set of actionable safeguards is recommended. For households, recycle part of the incremental revenues to cap or reduce municipal waste tariffs for low-income groups, and fund building-level measures that cut bills (separate collection infrastructure, home composting, water-saving devices). For farmers, pair fertiliser and pesticide taxes with time-limited rebates conditioned on adoption of precision technologies, cover crops and integrated pest management, with dedicated advisory services to reduce transition risk. For trade-exposed industries, offer competitively neutral support that does not blunt the price signal, such as investment tax credits or grant schemes for abatement equipment, waste-heat recovery and fuel-switching, plus predictable depreciation rules for environmental capital. In waste policy, strengthen enforcement and tracking to deter illegal dumping, tighten controls on cross-border movements, and expand contracting frameworks that reward high-quality recycling rather than simple diversion to incineration.
Several implementation issues deserve explicit attention. Data systems are adequate in large installations but patchier for smaller emitters and farms; a light-touch reporting regime using existing registers, standard coefficients and periodic audits can keep administrative costs low while improving coverage. Municipalities will need support to procure new waste-treatment capacity; using a share of landfill-tax revenues to co-finance regional facilities and collection upgrades is advisable. Communication is pivotal: publishing an annual “green dividend” report that shows how revenues reduced other taxes or funded visible improvements (air quality hotspots, river stretches, local recycling centres) will help sustain confidence and mitigate the risk of protests driven by perceptions of unfairness rather than actual burden levels.
Overall, the Czech economy can absorb the benchmarked environmental taxes with limited macroeconomic disruption, provided the reforms are phased, revenues are recycled transparently, and investment in enabling infrastructure proceeds in parallel. Prioritising landfill, and then selectively advancing product and air instruments where gaps remain, offers a practical path that maximises environmental benefit while safeguarding competitiveness and social fairness. 
[bookmark: _Toc214008858]Denmark
[bookmark: _Toc214008859]Overview on environmental taxes
Environmental taxes in Denmark amounted to 2% of GDP in 2023, close to the EU average. Both the level and the economic relevance of environmental taxation have declined over time. Total environmental tax revenue reached EUR 7.12 billion in real terms in 2023 (Figure A6-19), a decrease of 21.6% since 2009. [footnoteRef:264] Over the same period, the ratio of environmental taxes to GDP fell by 48.4% (Figure A6-20). In 2023, energy and transport taxes accounted for around 52.5% and 40.7% of total environmental tax revenues, while resource and pollution taxes contributed 2.8% and 3.9% respectively. [264:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 21.6%    decrease refers to decline in constant prices over 2009–2023.] 
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	[bookmark: _Ref201234118]Figure A6-19: Total environmental tax revenue in Denmark (2009-2023) in billion euros


 
In 2023, total tax revenue (including net social contributions) accounted for 43.9% of Denmark’s GDP, a decrease of 2.0 percentage points compared with 2009. Environmental taxes represented 4.67% of total tax revenue in 2023, down from 8.67% in 2009, a decline of 4.0 percentage points over the period. This reflects a broad reduction across all categories of environmental taxes. In absolute terms, the steepest decline was recorded in energy tax revenues (-51.3%), followed by pollution taxes (-50.7%), transport taxes (-38.2%) and resource taxes (-30.0%).
Although environmentally related tax revenue had been on a downward trend since 2016, Denmark continues to record some of the highest levels of environmental taxation in the OECD.
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	[bookmark: _Ref201234141]Figure A6-20: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008860]Existing pollution and resource taxes 
In 2023, resource and pollution tax revenue reached respectively 201 and 279 million euros. These amount to an increase in absolute terms of 2.0% for resource taxes, and a decrease of 28.2% for pollution taxes over 15 years (2009-2023). However, in real terms of GDP-ratios, resource taxes decreased by 33.0% while pollution taxes decreased by 53.5% over the same period (Figure A6-20). 


	
[image: A graph of a number of green and blue bars

AI-generated content may be incorrect.]



	Figure A6-21: Resource and pollution tax revenues in Denmark (2009-2023) in million euros



List of pollution and resource taxes and revenue shares
The table below lists the current slate of environmental taxes levied by Denmark. 

	Table A6-38:  Pollution taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Duty on electric bulbs and fuses, etc.
	118.8
	7.9
	3.1%

	Duty on certain retail containers
	404.6
	27.0
	10.4%

	Duty on disposable tableware
	181.9
	12.1
	4.7%

	Duty on insecticides, herbicides, etc.
	475.9
	31.7
	12.3%

	Duty on nitrogen oxides (NOx)
	133.5
	9.5
	3.4%

	Duty on CFC
	42.7
	2.8
	1.1%

	Duty on nickel/cadmium batteries
	3.4
	0.2
	0.1%

	Duty on sulphur (SO2)
	31.8
	2.1
	0.8%

	Duty on chlorinated solvents
	0.3
	0.0
	0.0%

	Duty on nitrogen
	31.1
	2.1
	0.8%

	Duty on special growth stimulants
	0.0
	0.0
	0.0%

	Duty on PVC film
	12.7
	1.0
	0.3%

	Duty on PVC and phatalates
	21.2
	1.6
	0.5%

	Duty on lead accumulators
	0.0
	0.0
	0.0%

	Duty on mineral phosphorus
	7.6
	0.7
	0.2%

	Duty on electric bulbs and fuses, etc.[footnoteRef:265] [265:  Many of the taxes listed here are named twice. Nonetheless, the total revenue from pollution, waste and   resource s taxes detailed here, corresponds to the total revenue from RS/P taxes listed in Eurostat.] 

	29.3
	2.0
	0.8%

	Duty on certain retail containers
	366.8
	24.5
	9.5%

	Duty on disposable tableware
	166.0
	11.1
	4.3%

	Duty on insecticides, herbicides, etc.
	628.1
	41.9
	16.2%

	Duty on nitrogen oxides (NOx)
	526.3
	37.6
	13.6%

	Duty on CFC
	79.3
	5.3
	2.0%

	Duty on nickel/cadmium batteries
	0.0
	0.0
	0.0%

	Duty on sulphur (SO2)
	50.9
	3.4
	1.3%

	Duty on chlorinated solvents
	0.0
	0.0
	0.0%

	Duty on nitrogen
	4.3
	0.3
	0.1%

	Duty on special growth stimulants
	0.0
	0.0
	0.0%

	Duty on PVC film
	9.3
	0.7
	0.2%

	Duty on PVC and phatalates
	11.3
	0.9
	0.3%

	Duty on lead accumulators
	0.0
	0.0
	0.0%

	Duty on mineral phosphorus
	61.8
	5.6
	1.6%

	Effluent charges
	480.5
	32.0
	12.4%


  
	Table A6-39:  Waste taxes  

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Duty on waste disposal
	12.4
	0.8
	1.5%

	Duty on carrier bags made of paper or plast, etc.
	272.6
	18.2
	32.7%

	Duty on waste
	396.4
	26.4
	47.6%

	Duty on carrier bags made of paper or plast, etc.
	152.1
	10.1
	18.2%



	Table A6-40:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Duty on extraction and import of raw materials
	68.7
	4.6
	2.0%

	Duty on piped water
	0.0
	0.0
	0.0%

	Duty on extraction and import of raw materials
	239.7
	16.0
	7.0%

	Duty on piped water
	3102.8
	206.9
	91.0%


  
	Table A6-41: Other environmental taxes not reported in the National Tax Lists 

	 Tax name
	Annual revenue
(€ million) in 2023
	Provisional classification

	Hydrocarbons
	104.0179 million EUR (2020)
	Resource tax

	Carbon Dioxide tax on certain energy products
	455.3874 million EUR (2022)
	Pollution tax

	Tyres (Executive order on fees and subsidies for tyre recycling)
	

	Pollution tax



Pollution Taxes
Pollution taxes in Denmark are generally administered by the central Ministry of Taxation and are collected throughout all of mainland Denmark. Greenland and the Faroe Islands, as the two overseas territories of Denmark, are exempt from central taxes. The scope of exemptions and reliefs available for Danish citizens and businesses varies depending on the tax; there are several exemptions for the sulphur tax available, and businesses registered for VAT can obtain a reimbursement of the duty on effluent discharge under certain conditions. However, for most pollution excise duties the only exemption is for diplomatic services and organisations, who are exempt from multiple pollution taxes, such as the sulphur tax, the duty on PVCs and phthalates, and the duty on pesticides. Almost all pollution taxes are collected monthly, with the biggest outlier being the tax on portable batteries and lead accumulators which is collected annually. As can be seen in the table above, pollution taxes are levied heavily on businesses, and specific manufactures and importers. Denmark also levies a significantly higher number of pollution taxes than it does waste or resource taxes and are grouped in subcategories below. 
Taxes on polluting products
The duty on electric bulbs and fuses is considered a consumption tax in Denmark but is classified as a pollution tax by sources such as Eurostat.[footnoteRef:266] The tax is levied on consumers of certain electrical products, including electric incandescent lamps, vapor lamps, including fluorescent lamps, as well as neon tubes and similar fluorescent tubes. Fuses for high-voltage installations are exempt from the tax. [266:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ] 

The duty on PVC (polyvinyl chloride) and phthalates was introduced in 2000 and levied on businesses, based on the weight of PVC good supplied on the market. The PVC tax was abolished in 2019 after a political agreement on easing the administrative burden on companies,[footnoteRef:267] but was reinstated in 2021 according to the Taxes in Europe database[footnoteRef:268]. Goods that contain softeners other than phthalates are taxed roughly half as much as goods which contain soft PVC and phthalates.  [267:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ]  [268:  	Taxes in Europe Database v4 - Indirect taxes - Other Indirect - 2025/01/01 - Rate(s) structure] 

The duty on sealed nickel-cadmium (NiCad) batteries came into effect in 1993, and is levied based on the weight of batteries placed on the market by manufacturers and importers. Manufacturers are required to register with the tax and customs service. Importers can register with the tax and customs service. Registered businesses can receive goods liable to duty from other registered businesses and abroad without paying the excise duty. However, the tax base has now largely been eliminated. 
The duty on portable lead batteries and accumulators is levied on the quantity of portable batteries and accumulators that the manufacturer or importer has placed on the market in the previous calendar year. If portable batteries and accumulators are reprocessed into industrial batteries and accumulators, these can be deducted from the tax base. However, once source reports that the tax base for this tax has effectively been eliminated,[footnoteRef:269] and there is no recorded annual revenue from this tax since 2009.  [269:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ] 

Taxes on NOx, SOx, and other pollutant emissions. 
The duty on sulphur was introduced in 1995 based on the sulphur content in energy products, including oil-based fuels in addition to wood, straw, waste etc. used for energy purposes in plants with a capacity of 1,000 kW and more. Sulphur tax is only payable on fuels and propellants with a sulphur content exceeding 0.05%. This means that, in practice, petrol, light diesel fuel, low-sulphur diesel fuel and sulphur-free diesel fuel are exempt from the sulphur tax. Instead of paying tax on the sulphur content in energy products, businesses can choose to pay an excise duty on sulphur dioxide emissions. In addition, there are domestic exemptions for jet fuel delivered to aircraft, goods delivered to fishing vessels, petrol for technical use other than motor fuel, and goods for the manufacture of equivalent goods. This tax had a positive impact, as by 2013 Denmark reported the lowest level of sulphur dioxide emissions per capita of all OECD countries.[footnoteRef:270]  [270:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ] 

The duty on CFCs, HFCs, PFCs, and SF6s (halons) came into force in 1988, aiming to reduce the use of substances that deplete the ozone layer. The tax is levied on producers and importers of these substances but can be refunded when these substances are embedded in products that are exported. The tax rate is set by the Danish Environmental Protection Agency and varies significantly depending on the type of chemical. 
The duty on chlorinated solvents was introduced in 1996. Companies must calculate and pay the tax on delivery of the goods or on importation into the country. The tax base also includes the supply of recovered taxable solvents, and cover tax must also be paid on taxable chlorinated solvents when the solvent is included in an otherwise tax-free product with a concentration of more than 1 per cent by weight. However, the tax base for this has virtually been eliminated,[footnoteRef:271] and the national tax list reports a revenue value considered as zero.  [271:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ] 

The duty on nitrogen oxides (NOx) was introduced in 2010, levied based on the quantity of NOx emissions. The tax applies to fossil fuels as well as to certain biofuels, including straw, wood pellets and waste. Initially, this tax was only levied on emissions from fuels with airborne emissions, but it was expanded in 2012 and 2019 to cover NOx from power plants and industry, road fuels, and vehicles without particle filters. The tax is also levied on emissions of NOx from some incineration plants. The tax rate has changed over time, as the 2010 tax was introduced at DKK 5/kg in 2010, raised to DKK 25/kg in 2012, and then reduced back to DKK 5/kg in 2015[footnoteRef:272].  [272:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ] 

Taxes on agricultural activities
The duty on pesticides was introduced in 1995 and is levied on businesses. The total tax is a combination of a health duty, an environmental impact duty, an environmental behaviour duty and a basic duty. Initially, an ad valorem tax was paid on chemical biocides divided into seven categories based on their end use. In 2013, the tax base changed from an ad valorem tax to one based on a score related to the toxicity of individual products. Denmark is one of the few countries to tax pesticides, and the tax was introduced as part of a broader strategy to reduce pesticide use in the country. Following the 2013 reform, pesticide sales dropped significantly (although this was partly due to stockpiling) and the health, ecotoxicological and environmental risks posed by pesticide sales were by 40% from 2011 to 2016.[footnoteRef:273] [273:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ] 

The duty on nitrogen was introduced in 1998, and is levied on manufacturers and importers, aiming to reduce nitrogen pollution in water bodies and ecosystems. The tax applies to ammonia, potassium nitrate and calcium nitrate, ammonium chloride, manures and fertilizers, nitrate in manure which is pulverized, granulated or otherwise processed and which is determined for sale in packages of 50 kg or less all fall under this tax. A tax is only paid when the nitrogen content in the manure exceeds 2 per cent of the total weight. Farmers are exempt from this tax, as they are subject to other legislation that requires them to track their overall fertiliser use. 
The duty on mineral phosphorous was introduced in 2005, and is levied on the weight of mineral phosphorous in animal feed. The tax targets commercial animal feed phosphate and aims to reduce the saturation of soils with phosphorus, and encourage a switch to phytase in animal feed. It is applied at point of sale and administered in line with VAT. Following implementation of the tax, mineral phosphate use in animal feed fell by about 15%, and phytase use increased.[footnoteRef:274] [274:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ] 

The duty on special growth stimulants was levied on companies using antibiotics and growth promoters as additives to animal feed. The tax was then calculated on the basis of the corresponding antibiotic or growth promoter. However, the tax was no longer payable after 2019. 
Taxes on waste water
The duty on waste water was introduced in 1997 and is levied on discharged wastewater effluent. The tax is designed to take account of the quantities of polluting substances in the discharged sewage: nitrogen; phosphorus; and organic substances. Prior to entry into force of the tax, there was no payment associated with the environmental pressure which discharged treated sewage imposed on fresh and marine waters. Liable entities include sewage treatment plants, industrial dischargers with their own discharge permit, and units located in sparsely built-up areas which are not connected to sewer systems, although in practice this primarily affects sewage outlets/sewage treatment plants and industries such as food processing. Businesses can obtain a reimbursement of 70-80% of the excise duty if their production is connected to fish, cellulose, sugar, organic pigment, or pectin substances.
The two waste taxes identified below were introduced in the 1970s and 1980s, and both appear to be federal taxes. 
The tax on waste disposal was introduced in 1987 and expanded in 1999 to help reduce the amount of waste going to landfills and incineration plants and promote recycling. This tax is composed of a landfill tax and an incineration tax, with the relevant tax levied on all waste producers by every tonnage of non-recycled waste and raw materials delivered to all landfills and incinerators, with the exception of hazardous waste delivered to landfills. The tax is levied on the waste disposal sites themselves, who then pass the tax burden onto their users. A refund is granted for waste later removed for recycling, so the tax is levied only for waste actually being disposed of. The tax rate has steadily been increasing over time, although while tax revenue was originally marked for environmental protection this is no longer the case. The landfill tax, introduced in 1987 in combination with a ban on landfilling combustible waste, was instrumental in reducing landfilling levels in the 1990s, but after 2001 the impact on recycling rates and the amount of waste going to landfill lessened[footnoteRef:275]. The incineration tax was introduced in 1990 and was converted in 2009 from a weight-based tax to one based on energy and CO2 content. The new system aims at providing a stronger incentive to recycle the most energy-intensive waste, such as plastics.  [275:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html] 

The tax on plastic bags and packaging was introduced in stages over time. In 1977, the first component of the tax was introduced for packaging for beverage containers with up to 20 litres capacity. The tax was introduced to prevent waste, promote recycling, and reduce harmful environmental impacts, although according to one estimate only 7% of packaging was covered by the tax[footnoteRef:276]. However, this still led to an annual reduction of packaging of 400,000 tonnes[footnoteRef:277] by 2008. Significant changes were made between 1999 and 2001 to make the tax more sophisticated by removing fiscal equality between different packaging materials. The revised taxes were determined based on life cycle assessments of the environmental damages associated with different materials. In 1988, this tax was expanded to include a levy on disposable tableware. In 1994, a weight-based tax was levied on paper and plastic carrier bags with a handle and volume of at least 5 litres. Denmark was once of the first countries to introduce a fee for plastic carrier bags, and the 1994 levy helped halve consumption of plastic bags in Denmark[footnoteRef:278]. According to data from the Danish Environmental Protection Agency, the estimated average consumption of plastic bags in Denmark between 2017 and 2020 is approximately 373 million, compared to an estimated annual consumption of 103 billion plastic bags in the USA.[footnoteRef:279] However, the Danish charge was not always passed onto customers, reducing the deterrent’s effectiveness, and a potential incentive exists for the production of thinner, less durable, plastic bags which could exacerbate littering problems[footnoteRef:280]. In 1999 a weight-based tax was levied on plastic foil foodstuff-packaging manufactured from soft PVC, but this tax was removed in 2014.[footnoteRef:281] [276:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ]  [277:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ]  [278:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html]  [279:  	https://doi.org/10.1016/j.jenvman.2024.120868 ]  [280:   https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ]  [281:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html] 

Resource taxes
There was less easily accessible information regarding the administration of resource taxes in Denmark, but resource taxes appear to be federal taxes, and the taxes identified below were introduced in the 1980s and 1990s. In addition to ensuring good environmental outcomes, these taxes are also designed to ensure more sustainable usage of Denmark’s natural resources, including water, raw materials, and oil. 
The tax on water abstraction (duty on piped water) was introduced in 1994 to promote water conservation and efficiency. The taxable product area is water that is led through pipelines from waterworks or local borings/wells. Rainwater or drainage water collected is not taxable, and the tax is not paid if the consignee is a waterworks; the decisive factor concerning the tax obligation is that the water is consumed in Denmark and that the water is piped. This applies irrespective of the quality of the water, including the quality of drinking water. The tax is designed to incentivise water providers to reduce leakage by mandating that water supply plants must pay based on the quantity of water supplied to the consumer, where this is not less than 90 % of the extracted quantity, so if the plant has losses of more than 10%, it still pays on the balance of water lost. This appears to have been successful, as Denmark has recorded a leakage rate of 20-30% smaller than municipal leakage rates in European states Significantly, most companies are exempt from this tax,[footnoteRef:282] implying much of the burden is shouldered by households who face high end-user water prices.[footnoteRef:283]  [282:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ]  [283:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ] 

The tax on extraction and import of raw materials was introduced in 1987 to reduce the use of raw materials and to promote the use of recycled products. It is levied on businesses which recover or import over 200 m3 of raw materials per year, who much register and receive a licence to either extract or import raw materials. Once above the threshold, the tax is levied as a flat rate per cubic meter on the entire volume, not just the volume above the threshold. The most common raw materials covered by the tax are sand, gravel, stone, granite, lime, chalk, clay, moclay and sphagnum, and the tax was modified in 1990 to target these specific materials.[footnoteRef:284]   [284:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ] 

Environmental taxes not reported in the National Tax Lists 
The carbon dioxide (CO2) tax on certain energy products was initially introduced in 1992 for households and space heating in industry and has since been increased and extended to reduce overall CO2 emissions. Denmark does not levy uniform CO2 tax on usage, with the tax divided into energy taxes and a CO2 tax on certain emissions, including heating, road transportation, waste incineration of non-biodegradable waste, and non-ETS business sectors. Although the carbon tax is comparatively lower than neighbouring member states, energy excise duties – and thus the implicit price of carbon – vary significantly by user, creating unequal incentives for CO2 emission reduction. However, as part of Denmark’s Recovery and Resilience Plan, the country plans to introduce a uniform CO2 tax by 2030.[footnoteRef:285]  [285:  	https://skm.dk/media/tngh1b4r/green-tax-reform-final-report.pdf ] 

The duty on tyres was introduced in 2015 and is levied on manufacturers, importers and retailers based on the wight of tyres supplied to the market. Spare tyres, end-of-life tyres bound for reprocessing, and retreated tyres are broadly exempt from this tax. 
The tax on hydrocarbons was introduced in 1982, and is an additional profits tax levied on all individuals, estates, corporations, and other entities which derive income from the exploration and extraction of hydrocarbons in Denmark. Companies that have income deriving from the extraction of hydrocarbons pay corporate income tax to the state, and hydrocarbon tax as a supplement to that tax. Individuals calculate tax of such income in the same way as corporations. This tax is administered according to “special rules” regarding the determining of taxable income, deduction of losses, the taxation of individuals who are not affected by the ordinary tax law, and more. In addition, from 2017 all producers of hydrocarbons in the Danish North Sea could opt in for a tax reduction window on investments from 2017-25. 
Inconsistencies and inefficiencies within the current tax system
Despite the broad range of environmental taxes and their positive impacts, based on further research there are a number of inconsistencies and inefficiencies within the current tax system. According to the OECD,[footnoteRef:286]  the gap between the size of petrol and diesel taxation in Denmark is one of the largest among all members. This is environmentally problematic, as despite the weaker incentive for consumers to use petrol, diesel combustion emits more carbon dioxide and local air pollutants per litre than petrol. In addition, there are several examples of what could be considered barriers to stronger environmental outcomes, and policies indicating support for fossil fuels. Along with the lower diesel tax, Denmark exempts the agricultural sector from energy duties, and facilitates tax exemptions and deductions for shipping, aircraft, and companies with heavy processes. The OECD Inventory of Fossil Fuel Support estimated total support to fossil fuel consumption in Denmark at DKK 1.5 billion in 2017. Other examples of potentially negative externalities include the exemption of solid biomass from the energy duty and the carbon dioxide tax, based on the assumption it is carbon neutral. This assumption has recently been challenged by scientific research, and solid biomass is a significant fuel source for domestic and district heating.  [286:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ] 

One area for potential concern is Denmark’s agricultural sector, which appears to be a significant contributor to negative environmental externalities while potentially facing a lower tax burden proportional to its environmental impacts. According to the OECD, the agricultural sector accounts for 20% of greenhouse gas emissions in the country. However, Denmark does not directly regulate agricultural emissions, citing limited availability of cost-effective mitigation technology and high price competition in the sector, as well as carbon leakage concerns. As described in the tax list above, environmental taxes in the agricultural sector are targeted at harmful chemicals such as nitrogen and nitrogen oxides, rather than greenhouse gas emissions. A European Commission report[footnoteRef:287] suggested favourable taxation of fuel use in agriculture is an environmentally harmful subsidy that could be considered for reform. However, Denmark has introduced plans to tax agricultural greenhouse gas emissions, as outlined in Section A6.7.4.  [287:  COMMISSION STAFF WORKING DOCUMENT 2024 Country Report - Denmark Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Denmark - Publications Office of the EU] 

Alongside agriculture, the industrial sector also faces a considerably lower energy tax burden due to reductions and exemptions, according to the OECD. The OECD also highlights a gap in energy taxation between households and businesses, which creates unequal incentives for energy savings and CO2 reduction. While transport fuels and residential energy use face higher effective tax rates, industry and agriculture benefit from considerable reductions and exemptions. Residential and commercial sectors experience relatively high tax rates on electricity and other energy use, while Industry and agriculture face a considerably lower tax burden due to reductions and exemptions. The electricity tax for industry production processes was set at a very low rate compared to the ordinary electricity tax applicable to households, with the industrial rate being about 200 times lower than the residential rate in 2019. Furthermore, most companies are exempt from the water tax, with the OECD report stating that “industry is in some sense cross-subsidised by households, which indeed face very high end-user prices.” Similarly to the agricultural sector, Denmark is taken steps to implement a more uniform CO2 tax, which again is described in Section A6.7.4. 
However, there is evidence to suggest Denmark’s taxes on energy sources are aligned with carbon content and carbon dioxide emissions. According to the OECD, Denmark is a pioneer in carbon pricing; nearly all energy-related CO2 emissions face a price signal, except those from burning of woody biomass for heating. Overall, 32% of emissions faced a price above EUR 30 per tonne of CO2 in 2015, which is similar to the OECD average. A carbon dioxide tax also applies to fossil fuel use which is calculated using carbon content. According to the IEEP, Nordic countries, including Denmark, practice a shared model of energy taxation that seeks to equalise the treatment of different fuels within a given grouping (e.g., industry/households/motor fuels). This model often involves a common rate of tax per unit of energy content and a common rate of tax per unit of CO₂ emissions for non-ETS (emissions trading system) emissions. The IEEP also indicates that despite extensive exemptions, Denmark's fuel taxation has had both an energy tax component and a CO₂ tax component for over two decades, although as mentioned previously Denmark plans to overhaul its current CO2 tax structure. 
In Denmark, registration taxes and annual vehicle taxes are differentiated by emission levels and/or fuel efficiency.[footnoteRef:288] The tax is applied as a percentage of the purchase price (including VAT), this percentage being higher on the value above a specified level. There is an ad-valorem registration tax on passenger vehicles at 105% of the list price for the first €10,600 and 180% for the remaining part. The tax rate is moderated by the car's fuel efficiency, measured in kilometres per litre. Reduction in the registration tax to a 50% flat rate is available for light-duty vehicles that are used partly for business purpose [288:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/ ] 

Conclusions, country-specific recommendations and reform progress
Denmark has made strides in shifting the tax burden from labour and capital to environmental bases. A number of environmental taxes have been introduced or adjusted to better reflect externalities. Denmark has increased and harmonised the carbon dioxide tax and introduced a NOx tax, as well as reforming the pesticides tax to align more closely with environmental and health externalities. In addition, the country was one of the pioneers in broadening the tax base and introduced three successive phases of environmental fiscal reform during the 1990s. This involved targeting mainly households with income tax relief and environmental taxes, and industrial taxation resulted in a comprehensive scheme of carbon and energy taxation.[footnoteRef:289] However, as the analysis above reveals, households currently bear a relatively high tax burden, while industry benefits from frequent exemptions and reductions. While proportionate environmental taxation revenue has been gradually falling, in 2022 Denmark’s environmental tax revenue as a percentage of GDP was still comparatively high relative to other EU countries according to the European Commission[footnoteRef:290]. [289:  	https://ieep.eu/publications/assessing-the-potential-for-environmental-fiscal-reform-in-the-eu-28/  ]  [290:  	https://op.europa.eu/en/publication-detail/-/publication/2ac39da4-2e57-11ef-a61b-01aa75ed71a1/language-en ] 

Denmark has also resolutely enshrined the ‘polluter pays’ principle in legislation and in practice., ensuring those responsible for negative environmental externalities are targeted. The Environmental Protection Act in Denmark transposes the Environmental Liability Directive, which explicitly applies the polluter-pays principle by requiring the responsible party to bear the costs of preventing or remedying ecological damage.[footnoteRef:291] Denmark’s main legal instrument on chemicals, the Act on Chemicals, supplements this principle by allowing authorities to conduct chemical tests at the industry's expense if they fail to do so upon request. Other tax structures also seem to indicate Denmark follows this principle: the waste water tax is proportional to the pollution load, meaning that entities discharging more pollutants pay higher taxes, while the pesticides tax was reformed so pesticides deemed more hazardous to human health and the environment would be taxed at a higher rate. Despite this, the wide exemptions offered to industry and agriculture elsewhere (industry has several potential reductions for the waste water tax) suggest that outside of chemical pollutants, deviation from the principle does occur.  [291:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ] 

Compared to EU averages, Denmark generally has higher environmental tax revenues as a share of its GDP compared to the EU average. According to the IEEP, in 2013 Denmark had the highest environmental tax revenue as a percentage of GDP among all EU-28 Member States, significantly above the EU-28 average of 2.44%. In 2017, Denmark ranked second among OECD countries for its tax-to-GDP ratio. Environmentally related tax revenue in Denmark equalled 3.67% of GDP in 2017, which was the highest share among OECD countries and more than twice the OECD average. Further information from the IEEP indicates revenues from pollution, resource, and transport taxes (excluding fuel) in Denmark in 2013 were also above the European average. By 2022, the share of environmental taxes in Denmark's GDP had decreased to 2.35%, but it was still comparatively high relative to other EU countries according to the European Commission, indicating Denmark has consistently maintained relatively high levels of environmental taxation for the past decade. 
In addition, the IEEP outlines a “Good Practice Scenario” for Environmental Fiscal Reform (EFR) in Denmark. These were suggestions made by the study team and are not necessarily formal government proposals, but they reflect potential reform directions based on practices in other Nordic countries and EU proposals. IEEP suggestions included an increase in the existing NOx tax rate and the introduction of a new tax on emissions of primary particles (PM2.5) was proposed, with a transition period from 2016 to maximum levels by 2021. Further suggestions included reviewing existing exemptions for wastewater discharge taxes to improve prevention of water pollution and aligning tax rates with good practice. The OECD recommends that Denmark continue to rely on and expand the use of environmental taxes to internalise externalities, adjust tax rates for inflation, and reduce tax concessions[footnoteRef:292].  The European Commission suggested environmentally harmful subsidies such as favourable taxation of fuel use in agriculture could be considered for reform.   [292:  	https://www.oecd.org/en/publications/oecd-environmental-performance-reviews-denmark-2019_1eeec492-en.html ] 

Both the IEEP and European country-specific recommendations (CSR) database[footnoteRef:293] also propose reforming waste and pollution taxes. The 2016 IEEP recommendations suggested adjusting the existing weight-based tax on plastic shopping bags to a rate of €0.22 per bag to strengthen the incentive for reducing their use, given the environmental problems caused by plastic litter, in addition to reforming packaging taxes.  [293:  	https://commission.europa.eu/document/download/76974591-A67c-4eaa-8d5d-20a011009c9b_en?filename=com_2024_605_1_en.pdf ] 

Domestically, Denmark has also adopted a Recovery and Resilience Plan (RRP) to drive the green transition of Danish industry, elements of which have already been agreed upon or adopted. These include an investment window to incentivise businesses to invest in green technologies and hardware, accelerated depreciation of investments in fixed assets, and higher CO2 emissions taxes for the industry[footnoteRef:294]. The Danish Government has politically committed to introducing taxation of greenhouse gas emissions from the agricultural sector, and the Ministry for Economic Affairs began an evaluation of three different models for implementing this tax in 2024.  In addition, Denmark’s Green Tax Reform report outlines and proposes a several tax reforms for Denmark, primarily by focusing on significantly reducing greenhouse gas emissions in line with the Climate Act's target of a 70 per cent reduction by 2030 compared to 1990 levels.[footnoteRef:295]  The report proposes three distinct models for a CO2 tax system, all of which aim to achieve a CO2 reduction of approximately 3.5 million tonnes in industry and other businesses by 2030. The report the reorganisation of energy taxes for space heating and road transport as beneficial steps towards a more direct CO2 taxation. [294:  	https://op.europa.eu/en/publication-detail/-/publication/2ac39da4-2e57-11ef-a61b-01aa75ed71a1/language-en ]  [295:  	https://skm.dk/media/aupa0hkn/green-tax-reform-first-interim-report.pdf ] 

One key point in the 2024 country-specific recommendations[footnoteRef:296] suggest is that Denmark enact a swift and effective implementation of the national Recovery and Resilience Plan, ensuring the completion of reforms and investments by August 2026. The CSR also recommends Denmark take further efforts regarding sustainable agriculture by stepping up decarbonisation measures and action to reduce nutrient losses and improving sustainability in the agri-food sector, in addition to the two major themes of prioritising renewable energy and energy efficiency. As will be outlined below, Denmark has taken some steps to improve some of these recommendations. More recent information comes from the country-specific recommendation for Denmark adopted by the European Commission in June 2025.[footnoteRef:297] This latest CSR describes issues which will be more fully developed in the section below, including areas of concern which ought to be targeted. These include the identification of the Danish agricultural sector as one of the main sources of national greenhouse gas emissions, in addition to environmental and ecosystem damage through existing intensive agricultural practices, in addition to issues with waste incineration. The 2025 CSR recommends the intensity of farming and other agricultural activities be reduced as part of a larger goal to develop sustainable agricultural practices. The report also cites Denmark experiencing the second highest volume per person of food and municipal waste generated in the EU, and that in addition to reducing waste production and introducing stricter waste management rules, waste incineration ought the be replaced with more environmentally friendly sources of heat generation.   [296:  Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Denmark - Publications Office of the EU]  [297:  	1273b8a0-2c62-40d3-a942-2775deb13fae_en] 

[bookmark: _Toc214008861]Potential for implementing additional environmental taxes
Regarding existing plans for implantation and reform, Denmark’s Recovery and Resilience Plan (RRP) is implementing reform in two phases, firstly focusing on adjustments within the existing tax system and extensions to well-defined area, and secondly setting the framework for a uniform CO2 tax with an aim to accomplish this by 2030. Similarly, the taxation of greenhouse gas emissions from the agricultural sector is set to take effect in 2030 and increase in 2035. An increase in the energy tax for businesses was agreed as part of the Green Tax Reform agreement, phased in from 2023 for general processes and 2025 for agriculture etc., but the sources state these were not yet implemented as of the report. 
According to the OECD, despite Denmark’s commitment to green taxation, there are still areas where taxes could be adjusted. As described in section 1.1.3, Denmark’s CO2 tax is divided into a separate energy tax and a separate tax on certain emissions, rather than a uniform carbon tax on usage.   
Furthermore, the OECD estimates that in 2015, 22% of CO2 emissions from energy use were not subject to a price signal, largely due to the combustion of biomass. Denmark’s Green Tax Reform report also mentions that taxes measured in terms of CO2 emissions vary significantly across sectors and fuels, with some areas facing low or no CO2 tax. The OECD also mentions the rates of both the SOx and the NOx tax are below the respective external costs, and so are insufficient to completely offset the environmental externalities they were designed to curb. Furthermore, the OECD also reports while the landfill tax has been effective, the tax on waste incineration has not prevented an increase in its frequency. 
The IEEP proposes an array of new environmental taxes that could be implemented in Denmark. One such would be increasing the existing tax rate for NOx and implementing a new tax on emissions of primary particles. Another proposal is an aviation tax on air passenger lights and on air￼. ￼ore recent studies and announcements have indicated potential for an expansion in Denmark’s environmental taxation across agriculture and transport. Denmark’s Green Tax Reform final report proposes implementing climate taxes on carbon-rich agricultural land and fertiliser usage, and a tax on livestock based on farm-level emissions calculations. The report does not recommend a CO2 tax on landfill emissions, due to disproportionate administrative/economic costs relative to the positive impact of such a tax. However, the report does recommend aligning taxation on F-gases in line with the agreed tax covered by the EU Emissions Trading System, which would mean a tax increase.  Denmark has already introduced a tax on agricultural emissions (the first country to do so) to take effect in [footnoteRef:298]￼, with the European Commission exploring extending emissions trading to the agricultural sector, a goal supported by the Danish government.[footnoteRef:299] has also proposed new phasing in kilometre-based vehicle charging systems in Denmark to replace fuel tax revenues and reduce congestion, as well as increasing fuel tax. Denmark’s Green Tax Reform report contains a slate of recommendations for reforming the current environmental taxation, including broadening the tax base for CO2 emissions, improving uniformity of tax levels, and addressing distributional impacts of regressive environmental taxes which disproportionately impact low-income households [298:  	https://www.mfat.govt.nz/en/trade/mfat-market-reports/a-green-denmark-first-country-to-tax-agricultural-emissions-november-2024#:~:text=Denmark%20will%20tax%20livestock%20farmers%20for%20the%20greenhouse,gas%20emissions%20and%20their%20contribution%20to%20global%20warming]  [299:  	https://www.imf.org/en/Publications/WP/Issues/2020/11/12/Climate-Mitigation-Policy-in-Denmark-A-Prototype-for-Other-Countries-49882 ] 

Actions by other member states might also serve as examples Denmark could consider drawing inspiration from when reforming its own environmental tax plan. Denmark’s Green Tax Reform expert group[footnoteRef:300] identified Sweden’s preference for a higher CO2 tax rather than higher energy taxes as a policy option worth examining and establishing a more uniform levy may lead to more positive behavioural outcomes.  In addition, Denmark also has a history of making selective use of exemptions to preserve domestic industry and competitiveness without violating EU requirements, such as exempting coal from a rise in domestic energy taxes.[footnoteRef:301] However, maintaining a balance between exemption and acceptable environmental outcomes may be difficult.  [300:  	Ekspertgruppen for en Grøn Skattereform (2024). Green Tax Reform. Available at: https://skm.dk/media/tngh1b4r/green-tax-reform-final-report.pdf ]  [301:  	https://www.dmu.dk/Pub/COMETR_Summary_Report.pdf ] 

It is relevant to point out that due to Denmark’s large number of existing environmental taxes, as described in the previous section, and the current environmental tax burden, aside from taxing a small number of currently uncovered negative environmental externalities, a greater emphasis ought to be placed on reforming existing taxes. In addition, according to the OECD, Denmark has a long history of applying environmentally related taxes and is considered among the front-runners in integrating environmental considerations into its tax system and so has relatively greater institutional experience in the field of environmental taxation that other member states. This may translate into streamlined operational costs, limiting bureaucratic and implementation delays, and a more positive public reception. However, introducing any further taxes or reforms will require research, discussion with interest groups, parliamentary processes, careful design, planning, and announcement. The Green Tax Reform expert group took three years to publish their final report, over a year longer than originally anticipated. As the final report itself notes, while taking quick steps towards tax reform in the short term is possible, developing appropriate tax models and resolving EU legal, administrative, and implementation issues requires further development and considerable time. 
	Table A6-42:  Proposed new environmental taxes 

	Proposed New Environmental Tax
	Source
	Description

	New CO2 taxes
	European Commission, 2024 Country Report & Green Tax Reform final report
	Denmark’s Recovery and Resilience Plan includes several pieces of proposed legislation. These include new taxes on CO2 emissions across a wide range of sectors with low or no CO2 taxation, with the aim of establishing a uniform CO2 tax. 

	Extraction of natural resources tax
	IEEP Good Practice Scenario
	A proposed increase of the existing tax on the extraction of natural resources to a rate of €2.40 per tonne. 

	Carbon Tax on Agriculture Emissions
	A Green Denmark Report
	The world’s first carbon tax on agriculture, set to take effect in 2030 and increase in 2035.

	Climate Tax on Food Consumption
	Green Tax Reform final report
	A climate tax on the end consumption of food has been suggested as an alternative or supplement to a production tax on agriculture, taxing imported and domestically produced goods equally.

	Domestic Carbon Surcharge
	IMF Climate Mitigation
	The proposal recommends strengthen carbon pricing by applying a domestic carbon surcharge to emissions covered by the EU Emissions Trading System (ETS) to achieve a target price, and setting the domestic carbon tax for other emission sources equal to this price

	Road Pricing 
	IMF Climate Mitigation
	Phasing in kilometre based vehicle charging systems in Denmark to replace fuel tax revenues and reduce congestion



	Table A6-43:  Proposed reformed environmental taxes

	Proposed Reformed Environmental Tax
	Source
	Description

	Broadening CO2 emissions tax
	Green Tax Reform interim report 	
	The proposal involves converting existing energy taxes on fossil fuels to a CO2 tax. This reform is intended to apply across various sectors, including industry, heat and electricity production, non-road transport, space heating, petrol, and diesel, with the overarching goal of improving uniformity

	Harmonisation of F-gases taxation
	Green tax Reform final report
	The proposal consists of raising the existing tax on F-gases, aligning it with the tax agreed for industry

	Review and restructuring of transport taxes
	OECD Env performance
	It is recommended to review existing transport taxes with a view to restructuring them in a more environmentally friendly way, including taxing both car use and ownership and removing the tax break for commuting

	Air Pollution Tax
	IEEP Good Practice Scenario
	A suggested increase of the existing tax rate for NOx and implementing a new tax on emissions of primary particles. 

	Increased Fuel Taxation
	IMF Climate Mitigation & Green Tax Reform interim report
	Higher levels of fuel taxation are warranted, with a precedent for higher fuel taxes as part of environmental tax reforms set by other nations, including Latvia and Lithuania. 

	Incineration Tax Reform
	Green Tax Reform interim report
	This proposal includes redesigning the incineration tax to be closer to energy product taxes and increasing the tax on fossil fuel waste incineration is expected to encourage CO2 emission reductions. 



[bookmark: _Toc214008862]Impacts and Feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Denmark already operates several mature environmental taxes and charges, with comparatively strong performance on air emissions control, waste diversion and water management. The modelling indicates that the fiscal and environmental effects of adopting the benchmark rates are generally modest in Denmark, reflecting high existing rates in a number of areas. Water abstraction is set at the Danish benchmark, so no change is expected. Incineration outcomes are also flat because current Danish rates exceed the simulated benchmarks. For air pollutants, Denmark’s established NOx regime implies limited additional effect under Scenario B and only small incremental gains under Scenario A. By contrast, there is some scope to strengthen price signals for wastewater discharges, and a measured calibration of extraction charges could yield environmental improvements without material macroeconomic effects. Overall, both scenarios point to feasible reforms with low system-wide risk.
At €519 million, Denmark is a country with high revenues from environmental and resource taxes in per capita terms.  The investigated taxes would raise another €729 million in 2030 and €752 million in 2035, implying an increase of 1.4 times current taxes. The greatest increase comes from water effluent taxes, which account for two-thirds of the total, followed by mineral aggregate taxes, which raise another 30%. Together the two account for 96% of all increases in revenues. Reductions in environmental impacts are greatest in pesticides (50%), followed by mineral aggregates (27%) and water effluent (12%). There is no impact from taxes on water abstraction, waste incineration and waste to landfill as these sectors have current tax rates above the investigated minimum.
	Table A6-44: Environmental impacts and revenue changes in Denmark – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-23,29%
	-23,29%
	0,54
	0,53
	0,19%
	0,18%

	SO2
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	PM2.5
	-29,58%
	-29,58%
	0,96
	0,82
	0,33%
	0,28%

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Fertilizers
	-35,95%
	-35,95%
	17,99
	17,83
	6,19%
	6,13%

	Pesticides
	n/a
	n/a
	0,00
	0,00
	0,00%
	0,00%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Water Effluent
	-6,13%
	-6,13%
	559,75
	564,60
	192,44%
	194,11%

	Minerals & Aggregates
	-27,14%
	-27,14%
	157,19
	171,72
	68,64%
	74,99%



	Table A6-45: Environmental impacts and revenue changes in Denmark – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,00
	0,00
	0,0%
	0,0%

	SO2
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	PM2.5
	-7,39%
	-7,39%
	0,32
	0,27
	0,1%
	0,1%

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Fertilizers
	-8,99%
	-8,99%
	6,39
	6,33
	2,2%
	2,2%

	Pesticides
	n/a
	n/a
	0,00
	0,00
	0,0%
	0,0%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	-1,59%
	-1,59%
	113,27
	114,26
	38,9%
	39,3%

	Minerals & Aggregates
	-8,18%
	-8,18%
	23,93
	26,14
	10,4%
	11,4%



Implementation risks are concentrated less in administration, where Denmark has robust monitoring, reporting and permitting, than in sectoral acceptability and the risk of unintended substitutions. If wastewater charges rise without parallel support for process optimisation, municipal companies and smaller industrial facilities could face short-term cost pressures that would need to be recovered in tariffs. In materials supply chains, any upward adjustment to mineral extraction charges could prompt claims of competitiveness pressures in construction, though the modelling suggests these impacts are modest when phased. Household distributional effects are limited in aggregate but can surface via water and waste bills; experience elsewhere[footnoteRef:302] shows that perceived fairness and transparency in revenue use matter as much as the underlying magnitudes. [302:  	See, for example, OECD (2019), Taxing Energy Use 2019, which highlights the role of transparency and earmarking in public acceptance of environmental taxes; and European Commission (2021), Public Support for Environmental Taxation, Eurobarometer 501, showing that citizens’ acceptance depends strongly on fairness perceptions and how revenues are used.] 

A practical way forward is a phased approach with clear trajectories and built-in reviews. For wastewater, a step-up towards the benchmark could be accompanied by performance contracts with utilities and co-funding for advanced treatment, water reuse and digital leak detection. This aligns the price signal with investable projects and limits tariff volatility. If extraction charges are recalibrated, pairing moderate rate increases with credits for secondary aggregates and recycled materials will dampen cost pass-throughs while reinforcing circular economy goals. On air pollutants, small top-ups to NOx, SO₂ and PM2.5 charges for large point sources could be made contingent on uptake of best available techniques, with temporary, technology-neutral investment allowances that do not blunt the marginal incentive.
Denmark’s strong social model allows targeted revenue recycling to neutralise the limited regressivity that can arise from utility charges. Earmarking a defined share of incremental proceeds to reduce employer social contributions for SMEs, or to offer lump-sum bill credits for low-income households, would maintain public acceptability. Where municipal waste or water tariffs are affected, a “bill impact cap” financed from additional environmental receipts can prevent sharp year-to-year increases while still preserving the behavioural signal. Transparent annual reporting, linking receipts to specific environmental outcomes such as river quality improvements or reduced nutrient loads, will further underpin trust.
On priorities, the modelling and Danish context suggest focusing first on wastewater effluents, where a benchmark-aligned price signal can deliver measurable benefits; second, on a careful recalibration of mineral extraction charges combined with incentives for recycled aggregates; and, third, on fine-tuning air pollutant charges for large installations to capture remaining low-cost abatement. Product-based instruments should be aligned with existing Danish practice: pesticide charges can continue to reflect toxicity, and any fertiliser instrument should be designed to reward precision application and nutrient budgeting rather than imposing uniform burdens. No changes are warranted for water abstraction or incineration under the benchmarks, given Denmark’s existing rates.
Competitiveness safeguards should be concrete and time-bound. For trade-exposed sites, offer declining, investment-linked support for abatement equipment and process efficiency that preserves the carbon and pollution price signals at the margin. For construction materials, sequence extraction-rate adjustments with strengthened procurement standards for recycled content so that policy pull offsets cost push. For utilities, adopt multi-year tariff smoothing with regulator oversight when higher environmental charges are introduced.
In summary, Denmark can implement the benchmarked environmental taxes with low administrative risk and limited macroeconomic impact. The main feasibility drivers are careful sequencing, targeted revenue recycling and visible reinvestment in efficiency and environmental quality. Prioritising wastewater, calibrated extraction charges and small air-emission top-ups, while leaving water abstraction and incineration unchanged, offers a balanced package that advances environmental objectives, safeguards competitiveness and maintains social fairness.
[bookmark: _Toc214008863]Estonia 
[bookmark: _Toc214008864]Overview of existing environmental taxes
Environmental taxes in Estonia amounted to 2.6% of GDP in 2023, above the EU average. Although revenues have grown substantially in absolute terms over the past decade and a half, their relative importance in the economy has declined. Total environmental tax revenue reached EUR 0.8 billion in 2023 (Figure A6-22), representing a 111% increase in real terms since 2009[footnoteRef:303]. Over the same period, however, the ratio of environmental taxes to GDP fell by 11.5% (Figure A6-23). In 2023, energy and transport taxes accounted for the overwhelming majority of revenues (around 93.5% and 1.2% respectively), while pollution and resource taxes contributed 3.8% and 1.4%. [303: ] 

According to the 2025 European Semester report[footnoteRef:304], Estonia’s environmental tax revenues have risen in recent years, supporting broader fiscal consolidation efforts. In particular, energy tax revenues increased by more than 20% between 2021 and 2022, although this was driven mainly by base effects and inflation rather than structural tax reform. [304:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Estonia. 771b483b-1bd0-4b5c-8d6a-624a4fd11050_en] 
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	[bookmark: _Ref201233994]Figure A6-22: Total environmental tax revenue in Estonia (2009-2023) in million euros 



In 2023, total tax revenue (including net social contributions) accounted for 33.9% of Estonia’s GDP, a decrease of 0.8 percentage points compared with 2009. Environmental taxes represented 7.7% of total tax revenue in 2023, down from 8.5% in 2009, a decline of 0.8 percentage points over the period. Within this overall reduction, the steepest falls in absolute terms were recorded in pollution tax revenues (-64.8%) and resource tax revenues (-57.1%).
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AI-generated content may be incorrect.][footnoteRef:305]  [305:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 111.3%    increase refers to growth in constant prices over 2009–2023.] 



	[bookmark: _Ref201234014]Figure A6-23: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008865]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 32.1 and 11.9 million euros. This amounts to a 0% increase in absolute terms for resource taxes and a decrease of 17.9% in pollution taxes over 15 years (2009-2023). In terms of GDP-ratios, both environmental taxes decreased: pollution taxes by 65.8% and resource taxes by 57.5%. In 2023, pollution and resource tax revenues accounted for — respectively — 3.8% and 1.4% of the total environmental tax revenues. 
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	Figure A6-24: Resource and pollution tax revenues in Estonia (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years  


List of pollution and resource taxes and revenue shares
	Table A6-46:  Pollution and resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)

	Pollution fee
	€39.4 - €30.3
	€38.8

	Package excise
	€0 - €0.2
	€0.3

	Water abstraction fee
	€10.4 - €11.8
	€13

	Fee on fishing
	€1.3 - €1.7
	€1.5


 
	Table A6-47: Other environmental taxes not reported in the National Tax Lists

	Tax name
	Annual revenue 
(€ million) in 2023

	Water usage charge
	Not available

	Mining charge
	Not available



Fees and other related instruments
As the above tables show, most of the instruments used by Estonia are environmental fees and charges. These are generally requited payments — i.e., tied to a service or regulatory approval — and need not be reported as taxes in Eurostat accounts. For example, mining charges and fishing permit fees are assessed nationally and implemented through sectoral laws. Similarly, water abstraction fees are collected from both households and businesses; they vary widely depending on region and usage.
Although these instruments can support environmental objectives, they often lack proper indexation, progressive rate structures, and revenue earmarking. Moreover, enforcement capacity remains limited. An IEA review noted inconsistencies in fee collection, outdated valuation methods, and a general disconnect between environmental outcomes and charge levels[footnoteRef:306]. [306:  	IEA. 2023. Estonia 2023 – Energy Policy Review. https://www.oecd.org/content/dam/oecd/en/publications/reports/2023/11/estonia-2023_60624cc7/9e91fe6a-en.pdf?] 

The dominant instrument is the pollution fee, which covers emissions to air and water, as well as waste disposal. Despite its broad scope, the fee’s effectiveness has declined over time. Furthermore, rates have not kept pace with inflation or environmental damage.
Proposed or postponed environmental taxes
Estonia is in the process of reforming its outdated Pollution Charges Act through a new Environmental Charges Act, which is currently under consultation. The reform aims to streamline charge structures, simplify administration, and improve environmental effectiveness. However, civil society groups and environmental experts have expressed concerns that the current draft lacks ambition and fails to include mechanisms for revenue earmarking or carbon price escalation.
Discussions are also underway about aligning energy taxation with climate objectives, especially in the context of the EU Fit for 55 Package. While Estonia has expressed support for stronger carbon pricing, it has not yet introduced CO₂-differentiated fuel excise rates, nor does it plan to join the EU ETS 2 for transport and buildings before 2027.
The 2023 National Energy and Climate Plan (NECP) update hints at potential aviation and maritime fuel taxation and mentions plans to reform waste fees and landfill pricing. So far, few concrete proposals have been presented, and implementation timelines remain unclear. Currently, Estonia does not levy specific landfill or incineration taxes, relying instead on the general pollution charge to cover waste-related externalities. This approach has resulted in limited fiscal pressure to reduce waste generation or increase recycling.
Conclusions, country-specific recommendations and reform progress
Estonia’s environmental tax system is highly centralised but limited in its ambition. While energy taxes generate robust revenues, there is no carbon-based differentiation, meaning tax rates do not reflect the actual environmental or climate impacts of fuels. Electricity, for instance, is taxed at the same rate regardless of source — providing no fiscal incentive to switch from fossil fuels to renewables.
Similarly, the absence of differentiated taxation on transport fuels, or CO₂-based vehicle taxes, means that high-emission vehicles are not subject to additional charges. This undermines both Estonia’s climate goals and its potential to mobilise green investment. Pollution and resource taxes have been gradually declining, reflecting both policy neglect and reduced monitoring. The current Pollution Charges Act has failed to keep pace with environmental realities, and its design has been criticised for being too static, complex, and weakly enforced.
Moreover, the country continues to apply environmentally harmful subsidies (EHS) — particularly in the form of reduced excise rates for energy-intensive industries and indirect support for fossil fuel use. These EHS undermine price signals and disincentivise cleaner alternatives. According to the European Environment Agency, Estonia has among the lowest effective tax rates on carbon emissions in the EU, despite its high per capita emissions in the energy and transport sectors.
The European Commission has repeatedly recommended Estonia to increase the environmental effectiveness of taxation, phase out EHS, and align fiscal policy with the EU Green Deal[footnoteRef:307][footnoteRef:308]. The Commission has noted that while Estonia’s headline revenues are relatively high in the environmental domain, they are largely regressive and poorly targeted. In particular, the Commission urged Estonia to introduce CO₂-based vehicle taxation, raise charges on environmentally harmful activities, and adopt reforms to reduce its carbon footprint. [307:  	European Commission. 2023. 2023 European Semester: Country Specific Recommendation / Commission Recommendation – Estonia. https://commission.europa.eu/document/download/c5b996c6-e313-4ed1-a0bf-48decc7cabfb_en?filename=COM_2023_606_1_EN.pdf]  [308:  	European Commission. 2024. 2024 European Semester: Country Specific Recommendation / Commission Recommendation – Estonia. https://commission.europa.eu/document/download/5ca0e522-0973-493f-aa99-e7c054d040d0_en?filename=com_2024_606_1_en.pdf] 

The 2025 Semester Report[footnoteRef:309] notes that Estonia has made “some progress” in reforming environmental taxation but continues to lack a clear and strategic roadmap to shift the tax burden from labour and capital to environmental bases. The Commission also reiterates the need to align fiscal policy with climate targets and circular economy goals. The report adds that reforms should also be integrated into national spending strategies, particularly under the Recovery and Resilience Facility (RRF) and Cohesion Policy frameworks, to ensure coherence with Estonia’s green transition. [309:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Estonia. 771b483b-1bd0-4b5c-8d6a-624a4fd11050_en] 

[bookmark: _Toc214008866]Potential for implementing additional environmental taxes
There is considerable scope to strengthen Estonia’s green fiscal framework. Key opportunities include:
· Strengthening the existing waste disposal tax and introducing an incineration tax to reduce waste and align with circular economy goals. Estonia already applies a waste disposal tax. The current reform process aims to increase and differentiate these rates and to introduce a new tax on waste incineration, which should be closely monitored for environmental impact.
· Reassessing the case for a standalone fertiliser tax to address nutrient pollution in agriculture, while accounting for existing pollution charges and agricultural vulnerabilities. The Environmental Charges Act already covers some pollutants found in fertilisers. However, any new tax should carefully consider Estonia’s short growing season and already high food prices, to avoid placing disproportionate pressure on domestic producers.
· Expanding incentives within the existing CO₂-based vehicle taxation framework to further promote low-emission vehicles. Estonia already applies a vehicle tax that includes a CO₂ component, alongside base and weight-related charges. Further differentiation, particularly for used vehicles and electric alternatives, could improve behavioural impact.
· Implementing aviation and maritime fuel taxes in line with evolving EU legislation under the Energy Taxation Directive. Estonia has committed to following EU-wide reforms in this area, including the phasing out of tax exemptions for fossil-based bunker fuels.
· Updating mining and water abstraction fees to reflect environmental damage and resource scarcity. While these charges are already included under the Environmental Charges Act, more dynamic pricing and updated valuation models would improve effectiveness and align with natural capital objectives.
· Introducing fiscal measures aligned with Estonia’s circular economy strategy, such as taxation of virgin construction materials, broader producer responsibility fees, or pay-as-you-throw (PAYT) systems at the municipal level, with clear guidance for municipalities on the use of such systems to give strong incentives for citizens to sort waste[footnoteRef:310]. These are underutilised levers which can be used in Estonia to accelerate the green transition. [310: Estonia, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/3575] 

· Introducing a tax on incineration of mixed municipal waste[footnoteRef:311]. [311:  Ibid.] 

These reforms could provide not only fiscal benefits but also help Estonia accelerate progress toward its net-zero targets and reduce dependency on fossil fuels.
[bookmark: _Toc214008867]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Estonia already applies several environmental charges under its long-standing framework for pollution, water and resource use. Even so, the modelling points to further, feasible gains from bringing selected instruments up to the benchmark levels. Under Scenario A, the largest physical improvements arise in water abstraction, where reductions are among the highest in the EU, reflecting both the new price signal and scope for efficiency in municipal and industrial use. Meaningful declines are also projected for waste incineration and for mineral extraction, where the introduction or recalibration of charges on construction aggregates would reduce extraction pressures and strengthen incentives for recycled material uptake. Landfill outcomes improve, though less sharply than in the highest-impact Member States. Air pollutant charges (NOx, SO₂, PM₂.₅) and wastewater effluent pricing deliver moderate additional abatement, building on Estonia’s existing system of pollution charges. Scenario B produces the same pattern with smaller magnitudes. Revenues scale accordingly: Scenario A provides a material but manageable increase relative to Estonia’s current pollution and resource tax take; Scenario B yields a modest uplift.
Total revenues from the investigated taxes could rise by about €315 million in 2030 and €321 million in 2035, amounting to an increase of 6 times in the revenues for pollution and resource taxes in 2023.   The greatest contributions in revenue come from waste to landfill (47%), mineral aggregates (16%), water effluent charges (14%) and water abstraction charges (11%) and.  These four make up 88% of all revenues. Reduction in emissions or use of materials is greatest for mineral aggregates (34%) followed by water abstraction (33%), fertilizers (30%), SO2 (28%) and waste to landfill (23%). 
	Table A6-48: Environmental Impacts and Revenue Changes in Estonia – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,24
	0,25
	0,67%
	0,71%

	SO2
	-32,43%
	-32,43%
	5,59
	3,37
	15,67%
	9,45%

	PM2.5
	-29,58%
	-29,58%
	0,92
	0,70
	2,58%
	1,96%

	Water Abstraction
	-33,40%
	-33,40%
	34,53
	28,04
	215,70%
	175,14%

	Fertilizers
	-5,99%
	-5,99%
	1,04
	1,17
	2,91%
	3,29%

	Pesticides
	n/a
	n/a
	1,59
	1,59
	4,47%
	4,47%

	Waste Incineration
	-20,00%
	-20,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	-22,66%
	-22,66%
	147,28
	158,70
	412,79%
	444,78%

	Water Effluent
	-11,12%
	-11,12%
	52,64
	52,09
	147,54%
	146,00%

	Minerals & Aggregates
	-33,56%
	-33,56%
	34,07
	35,61
	212,78%
	222,42%


 
	Table A6-49: Environmental Impacts and Revenue Changes in Estonia – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,07
	0,08
	0,2%
	0,2%

	SO2
	-8,11%
	-8,11%
	1,84
	1,11
	5,2%
	3,1%

	PM2.5
	-7,39%
	-7,39%
	0,29
	0,22
	0,8%
	0,6%

	Water Abstraction
	-6,54%
	-6,54%
	3,35
	2,72
	20,9%
	17,0%

	Fertilizers
	-1,50%
	-1,50%
	0,27
	0,31
	0,8%
	0,9%

	Pesticides
	n/a
	n/a
	0,81
	0,81
	2,3%
	2,3%

	Waste Incineration
	-8,31%
	-8,31%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-6,18%
	-6,18%
	29,73
	32,03
	83,3%
	89,8%

	Water Effluent
	-6,82%
	-6,82%
	24,76
	24,50
	69,4%
	68,7%

	Minerals & Aggregates
	-10,11%
	-10,11%
	9,10
	9,51
	56,8%
	59,4%



Feasibility is favourable from an administrative perspective. Estonia’s permitting and reporting architecture is mature, and metering for water abstraction and discharge is widespread among larger users. The main risks lie in sectoral acceptability and unintended substitutions. Construction and quarrying firms can be sensitive to higher extraction charges, especially where contracts are fixed and recycled alternatives are not yet available at scale. If the landfill rate rises faster than sorting and treatment capacity, municipalities could face short-term cost pressures, with risks of diversion to incineration or informal disposal. In industry, incremental air-emission charges would concentrate on a small number of energy-intensive installations; competitiveness concerns are manageable at the benchmark levels but should be anticipated. For households, distributional effects are small in aggregate, yet water and waste bills can weigh more heavily on lower-income and rural households, particularly where on-site solutions or long collection distances increase costs.
These risks are addressable with a clear sequencing plan. Phasing rates over three to five years with pre-announced steps gives firms and municipalities time to adapt investment plans and renegotiate contracts. Using part of the incremental proceeds to co-finance sorting, reuse and treatment capacity ensures that higher landfill or effluent charges translate into real environmental improvements rather than pure cost pass-through. Aligning procurement rules to permit and prefer recycled aggregates in public works helps create stable demand that offsets the cost push from higher extraction charges. In water policy, pairing abstraction and effluent price signals with grants for leak reduction, reuse and process optimisation in utilities and industry secures permanent savings that moderate bill impacts.
Priority areas for Estonia follow directly from the modelling and the national context. First, strengthen the water pricing package by aligning abstraction and effluent charges with the benchmarks and linking them to local water-stress indicators where relevant; combine this with targeted support for utility efficiency and industrial reuse to contain tariff effects. Second, recalibrate mineral extraction charges for sand, gravel and crushed stone to the benchmark level while introducing credits or lower rates for secondary aggregates; complement this with quality standards and public procurement targets for recycled content. Third, refine waste policy by setting a predictable escalator for landfill, supported by investment in sorting and separate collection to prevent displacement to incineration and to meet recycling targets; consider a moderate incineration tax where capacity exists to strengthen the waste hierarchy. Fourth, fine-tune air pollutant charges for large point sources under integrated permits, using small top-ups and performance-based rebates for early adoption of best available techniques rather than broad exemptions. Where Estonia already levies wastewater charges on BOD and other parameters, update rate levels and structures to reflect pollutant loads more precisely and seasonal sensitivity of receiving waters.
To avoid negative distributional effects, recycle a defined share of the additional revenues through visible, low-friction channels. Lump-sum bill credits for low-income households, temporary caps on year-to-year increases in municipal waste or water tariffs, and grants for household-level water-saving measures can neutralise affordability concerns without blunting behavioural signals. For farmers, any movement towards fertiliser or pesticide taxation should be paired with advisory support and co-financed precision-application equipment so that yields are maintained while nutrient and pesticide loads fall. For trade-exposed industrial sites, provide time-limited, technology-neutral investment support for abatement and process efficiency that preserves the marginal incentive from the tax.
Implementation will be strongest if accompanied by practical safeguards. Enhance monitoring for smaller emitters and dispersed sources using standard coefficients and periodic audits to keep administrative burdens proportionate. Step up enforcement and waste tracking to deter illegal dumping as landfill rates rise. Publish an annual “green dividend” statement aggregating receipts and their uses, with specific, local outcomes—river stretches lifted out of poor status, leakage reductions achieved, recycled aggregate shares in public works—so that households and firms can see the return on their contribution. With this approach, Estonia can raise environmental tax effectiveness at limited macroeconomic cost, delivering tangible improvements in water, waste and resource outcomes while protecting competitiveness and social fairness.
[bookmark: _Toc214008868]Finland
[bookmark: _Toc214008869]Overview of existing environmental taxes
Environmental taxes in Finland amounted to 2.3% of GDP in 2023, close to the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has edged down. Total environmental tax revenue reached EUR 5.73 billion in 2023 (Figure A6-25), representing a 28% increase in real terms since 2009 (Figure A6-26)[footnoteRef:312]. Over the same period, however, the environmental tax-to-GDP ratio fell from 2.5% to 2.3%. In 2023, energy and transport taxes dominated the revenue structure (around 75% and 24% respectively), while pollution and resource taxes together accounted for less than 1%. [312:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 28% increase refers to growth in constant prices over 2009–2023. ] 
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	[bookmark: _Ref201233838]Figure A6-25: Total environmental tax revenue in Finland (2009-2023) in million euros. Note: pollution and resource taxes in 2023 were estimated as the weighted average of past years



 In 2023, total tax revenue (including net social contributions) accounted for 42.6% of Finland’s GDP, up by 2.0 percentage points from 40.6% in 2009. Environmental taxes represented 5.3% of total tax revenue in 2023, compared with 6.2% in 2009 — a decline of 0.9 percentage points over the period.

	
[image: ]

	[bookmark: _Ref201233865]Figure A6-26: Fifteen-year (2009-2023) change in absolute terms and change as GDP ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes



In recent years, Finland has made limited progress in expanding its environmental tax base, although a new tax on mined minerals was introduced in 2024. While the overall environmental tax revenue has grown in absolute terms, its share relative to GDP and total tax revenue has declined. 
[bookmark: _Toc214008870]Existing pollution and resource taxes
In 2022, pollution and resource tax revenues amounted to EUR 18.3 million and EUR 25 million respectively. In 2023, the pattern reversed: pollution tax revenues increased to EUR 25.0 million, while resource tax revenues declined to EUR 18.3 million. Resource tax revenues have increased by 11% between 2009-2022, while revenues from pollution taxes have decreased by 73% in the same period. This is likely to be due to the reduction in total oil supply in Finland, which has decreased by around 22% in 2009-2022, meaning lower tax revenues from oil damage levy. Additionally, revenues from oil damage levy in 2021-2022 are de-facto for the previous periods, as the levy was abolished in 2020, however, some later payments were accruing after 2020. As for the increase in resource tax revenues, it may be explained by the rising fishing and hunting fees which may have offset the decline in the number of hunters in 2009-2022. For instance, in 2024 the game management fee was €43, while in 2009 it was €28.
Moreover, in terms of GDP ratios, pollution taxes decreased by 69.9% and resource taxes decreased by 63% (Figure A6-26). In 2023, pollution and resource tax revenues accounted for — respectively — 0.5% and 0.2% of the total environmental tax revenues.
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	Figure A6-27: Resource and pollution tax revenues in Finland (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years


List of pollution and resource taxes and revenue shares
	Table A6-50:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As a share of all pollution tax revenues

	Oil damage levy
	187.7
	12.5
	100%


 
	Table A6-51:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As a share of all waste tax revenues

	Excise on certain beverage packages
	216.7
	14.4
	33.3%

	Oil waste levy
	42.3
	2.8
	6.5%

	Tax on waste
	392.6
	26.2
	60.3%



	Table A6-52:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As a share of all resource tax revenues

	Hunting and fishing licences
	349.2
	11.9
	
100%



	Table A6-53: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Annual revenue
(€ million) in 2023

	A mineral extraction tax
	N/A (tax was introduced in 2024)



[bookmark: _Ref197074897][bookmark: _Ref195285685]A Tax on landfill waste was introduced in 1996[footnoteRef:313] and is paid by landfill operators on common waste groups listed in the annexes to the Waste Tax Act (1126/2010), including municipal solid waste and residual waste from mechanical treatment of waste. The rate was increased in several steps and reached €80 per tonne in 2023, compared to €50 in 2013[footnoteRef:314] [footnoteRef:315] [footnoteRef:316].  Finland's initial waste tax design in 1996 did not explicitly include automatic increases in its structure. The tax started at 15 EUR/tonne and underwent discretionary, policy-driven increments over decades with the aim of further decreasing the amounts of landfilled waste.  Soil and bedrock materials, sand, stone dust and similar materials are exempt from the tax[footnoteRef:317]. Management of hazardous waste and mining waste is covered in different regulations. In 2020, the Ministry of Environment considered options of increasing the tax by €10-30 and the tax base to include hazardous waste and other categories (e.g. gypsum waste)443. In 2021, Finland adopted amendments to the Waste Tax Act, increasing the tax to €80 from €70 and expanding the tax base to include gypsum waste from construction and demolition, as well as green liquor dregs (residues from pulp and paper industry)[footnoteRef:318]. Waste tax revenues are not formally earmarked, although the Finnish budget for 2025 plans spending on the green transition from the general budget[footnoteRef:319]. [313:  	https://finlex.fi/fi/lainsaadanto/1996/495#sec_6__subsec_1 ]  [314:  	https://finlex.fi/fi/lainsaadanto/2010/1126#OT17 ]  [315:  	https://www.vero.fi/syventavat-vero-ohjeet/ohje-hakusivu/56196/jateverotu/#:~:text=Kaatopaikoille%20toimitetuista%20j%C3%A4tteist%C3%A4%20on%20suoritettava,kantamisesta%20ja%20valvonnasta%20huolehtii%20Verohallinto. ]  [316:  	“Early warning assessment related to the 2025 targets for municipal waste and packaging waste”, European Environment Agency, 2022	]  [317: https://ym.fi/documents/1410903/38678498/Jäteveroselvitys+kaatopaikalle+sijoitettavista+jätteistä.+Taustamuistio+9.11.2020.pdf/ac6dd988-34cc-05f4-7221-8f9908f59a9a/Jäteveroselvitys+kaatopaikalle+sijoitettavista+jätteistä.+Taustamuistio+9.11.2020.pdf?t=1605094912038#:~:text=Jäteveroa%20maksetaan%20kaatopaikalle%20toimitettavasta%20jätteestä,lisääntyy%20ja%20kaatopaikalle%20sijoittaminen%20vähenee. ]  [318:  	https://ym.fi/en/strategic-programme-to-promote-a-circular-economy/circular-economy-incentives?utm_ ]  [319:  	https://economy-finance.ec.europa.eu/document/download/7d853774-4ed7-4496-9bb3-c54d78ac3ea0_en?filename=2025_dbp_fi_en.pdf ] 

[bookmark: _Ref197079944]Tax revenue in 2023 was €4.6 million (equivalent to 0.018% of GDP) – a significant decrease from €55.8 million in 2013 (equivalent to 0.029% of GDP). While total waste streams have not significantly changed, the amount of waste that goes to landfills declined to nearly zero. At the same time, around 56% of municipal waste generated in Finland is incinerated, being the most common method used to treat municipal solid waste in the country442 [footnoteRef:320]. [320:  	https://www.ymparisto.fi/en/state-environment/circular-economy/waste-and-recycling ] 

[bookmark: _Ref195521071]An excise duty on beverage packaging was introduced in 1994[footnoteRef:321] and is levied on non-returnable packaging of alcoholic beverages, water, soft drinks, and others. Containers that are part of the deposit system are exempt. The rate has not changed since 2014 and constitutes 0.51 cents/litre, applying to bottles and cans up to 5 litres. It is charged to importers, producers and beverage packaging companies[footnoteRef:322]. In 2023, tax revenues amounted to €12 million, the revenues are not earmarked. For other packaging, there are deposit-return schemes in place, and the types of beverage containers accepted by the deposit system are exempt from the duty, as well as containers manufactured of liquid package cartons, and beverage packaging filled immediately before it is sold. These deposit-refund schemes cover a broad range of beverage containers and materials, and their high convenience level results in very high return rates—96% for aluminium cans, 92% for plastic bottles, 88% for reusable glass bottles, and 97% for other glass bottles[footnoteRef:323]. The excise duty incentivises participation in the relevant schemes.  [321:  	https://ieep.eu/wp-content/uploads/2022/12/FI-Deposit-Refund-Scheme-final.pdf ]  [322:  	Study on assessing the environmental fiscal reform potential for the EU28, IEEP et al., 2016]  [323:  Finland, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/773] 

Hunting and fishing licences. To legally hunt in Finland, individuals must obtain a hunting card, which serves as proof of payment of the game management fee (under the Act on Game Management Fee and Hunting Licence Fee 616/1993). This fee is determined annually by the government and, for the 2023–2024 hunting year, is set at €43. The fee cannot exceed €50, as stipulated by the regulation. Funds collected from this fee are allocated to game management, and related services[footnoteRef:324] [footnoteRef:325]. In Finland, fishing activities also require a permit with the cost of €6 for 24 hours, €16 for seven days, and €47 for a calendar year[footnoteRef:326]. Under the Fishing Act (379/2015) revenues are to be used for the management of fishing waters, operating of fisheries areas, fisheries advisory services, and compensation paid to owners of water areas for the utilisation of general fishing rights and fishing guide activities[footnoteRef:327]. Total revenues amounted to €12 million in 2023. The decrease from the previous years may be partially explained by the lower number of active hunters in 2023, although it was only 5% lower than in 2022[footnoteRef:328] [footnoteRef:329]. Other reasons of such a steep decline in tax revenues are not clear. These charges are reported as environmental taxes, but their payment is not unrequited (the payment is made in exchange for a right or service (i.e., the legal right to hunt or fish), and the base is not a unit of environmental harm (e.g. emissions, pollution, resource extraction volume), but rather the activity or administrative process. [324:  	https://riista.fi/wp-content/uploads/2023/10/suomi_-riistamaana_2023_eng_03.pdf?utm_  ]  [325:  	https://www.finlex.fi/api/media/statute-foreign-language-translation/244798/mainPdf/main.pdf?timestamp=1993-06-28T00%3A00%3A00.000Z&]  [326:  	https://fishinginfinland.fi/fishing-permits/ ]  [327:  	https://faolex.fao.org/docs/pdf/fin169562.pdf ]  [328:  https://www.luke.fi/en/news/number-of-active-hunters-decreased-in-2023 ]  [329:  https://www.luke.fi/en/statistics/hunting/hunting-2022] 

Abolished taxes
[bookmark: _Ref192235883]In 2019, Finland cancelled the oil waste fee which was due to start in 2020[footnoteRef:330]. Instead, the government and the Finnish Association of Environmental Industries and Services signed a Green Deal agreement on waste management[footnoteRef:331], with the goal of improving the efficiency of collection and maximise the recycling rate of oil waste. The regulation does not elaborate on why the fee was cancelled, but it is assumed that the new waste management system was seen as a better alternative. Between 2010-2016 the average rate of recycling was 74%, while the agreement aims to reach at least 80%456. Tax revenues in 2019 constituted €4 million. [330:  https://julkaisut.valtioneuvosto.fi/bitstream/handle/10024/162104/YM_2020_06.pdf?sequence=1&isAllowed=y ]  [331:  	https://valtioneuvosto.fi/-/1410903/ymparistoalan-ja-valtion-valinen-sopimus-edistaa-oljyjatteen-keraysta-ja-kierratysta  ] 


In Finland, the oil damage levy was paid by buyers or importers of oil and funded oil spill response and prevention measures[footnoteRef:332]. It was also abolished, in 2020. The oil damage levy financed the Oil Spill Protection Fund. Its objective was to compensate for relevant environmental costs. In its place, the government established an Environmental Damage Fund to be governed by the Ministry of Environment. This new fund is off-budget and covers the costs of preventing environmental pollution and restoring polluted environments. It is funded through one-time liability contributions from operators whose activities have the potential to cause environmental pollution[footnoteRef:333]. Tax revenues in 2020 constituted €2 million. The actual collection of fees under the new Fund will start in 2026[footnoteRef:334]. [332:  	https://leap.unep.org/en/countries/fi/national-legislation/act-oil-pollution-compensation-fund-no-379-1974  ]  [333:  	https://ym.fi/en/environmental-damage-fund ]  [334:  	Source – interview with the government of Finland] 

Before joining the EU, Finland imposed taxes on mineral fertilizers. There was a tax on inorganic fertilizers from the 1970s until 1994. Starting in 1990, a combined tax on both phosphate and nitrogen fertilizers was introduced. These fertilizer taxes were abolished in 1994, prior to Finland's EU membership[footnoteRef:335]. Since then, there has been no indication from the government of plans to reintroduce a fertilizer tax.  [335:  	https://www.oecd.org/content/dam/oecd/en/publications/reports/1998/02/the-environmental-effects-of-reforming-agricultural-policies_g1gh1770/9789264162440-en.pdf ] 

New taxes
In 2024, Finland introduced a new tax on mined minerals[footnoteRef:336]. The tax is paid by mining companies that obtain a permit to mine minerals in Finland. Since tax for 2024 must be paid before 12 March 2025, there is no data available yet on relevant tax revenues. The goal of the tax is not to reduce the volume of mineral mining, but rather to raise revenue. The goal of the government is to reduce the harm, which is mitigated through regulation[footnoteRef:337].  [336:  	https://www.vero.fi/en/businesses-and-corporations/taxes-and-charges/excise-taxation/tax-on-mined-minerals/#:~:text=The%20new%20tax%20went%20into,exploitation%20of%20non%2Drenewable%20resources. ]  [337:  Source – interview with the government of Finland] 

Fees and other related instruments
Water charges. Overall, the country has no water abstraction or pollution charges in place. Charges for water services paid by customers must cover the investments and costs of the water supply plant. All of the charges below are requited, hence, are not considered to be taxes for the purposes of this review.
· [bookmark: _Ref197078597]In Finland, there are six Regional State Administrative Agencies that act as the regional representatives of these ministries. These agencies charge a fee for water permit applications, determined in the Government Decree on fees[footnoteRef:338],[footnoteRef:339]. This is not a tax, as the payment is requited – an applicant receives a service in return. For industry, there are no water abstraction charges, although entities that had obtained a permit before 2000 continue to pay a water protection charge.  [338:  	https://www.ielrc.org/content/e0107.pdf   ]  [339:  	https://avi.fi/en/services/businesses/guidance-and-advice/water-and-the-environment ] 

· [bookmark: _Ref195612650]There is also a water supply charge at the municipal level that consists of a fixed part (a connection and a basic charge) and a volume-based part (under the Water Services Act (119/2001).[footnoteRef:340] A basic charge is paid by consumers to water utilities to cover the maintenance of the water treatment plant and water distribution network[footnoteRef:341].  [340:  	OECD Environmental Performance Reviews, Finland, 2021]  [341:  	https://www.vesi.fi/en/water-topics/why-do-we-pay-water-rates/#:~:text=Two%20types%20of%20rates%20are%20charged%20to,fees%20and%20those%20based%20on%20water%20consumption.&text=The%20basic%20rate%20covers%20the%20maintenance%20of,water%20and%20supplying%20it%20to%20the%20consumer. ] 

· Wastewater charges. Fees are paid by consumers to water supply and wastewater utilities and are based on the quantity and quality of wastewater discharged from the property. They also cover the costs of maintaining the water supply and sewage system[footnoteRef:342].  [342:  	PINE database] 

Land extraction fee. Abstracting soil, stone, gravel, sand, and clay for purposes other than domestic use, agriculture and forestry requires a permit under the Land Extraction Act. The permit should be obtained from the municipality. The permit applicant pays a fee to the local authority for processing the application, examining the mining plan and for the supervision of operations[footnoteRef:343]. The fee is not an environmental tax as it is a requited payment. [343:  	https://faolex.fao.org/docs/pdf/fin197264S.pdf, section 23 of the Act] 

Charge on tyres. Under the Waste Act (646/2011), all tyre producers – including manufacturers and importers of vehicles equipped with tyres – are obligated to ensure the separate collection and recovery of used tyres. Recycling is financed through a recycling fee included in the price of new tyres. The fee depends on the size of the tyres. As of January 1, 2025, the recycling fee is €2.01 per passenger car tyre, according to Finnish Tyre Recycling – the only producer association approved by the Pirkanmaa ELY Centre, responsible for the regional implementation and development tasks of the central government. The goal is to ensure at least 95% by weight of tyres are reused (in line with the End-of-Life Vehicles Directive), recycled or otherwise used[footnoteRef:344],[footnoteRef:345]. The fee is not an environmental tax as it is a requited payment. [344:  	https://finlex.fi/api/media/statute-foreign-language-translation/123999/mainPdf/main.pdf?timestamp=2011-06-17T00%3A00%3A00.000Z ]  [345:  	https://www.rengaskierratys.com/en/about_us?utm_ ] 

The charge is aligned with Waste Framework Directive (2008/98/EC)[footnoteRef:346], as it implements Polluter Pays Principle. At the same time, the Directive does not mandate specific recycling fees, hence, the national fee is additional to what is required by the EU regulation. [346:  	https://onlinelibrary.wiley.com/doi/full/10.1155/2014/457372?utm_ ] 

Fee on waste from ships. Under the Maritime Environmental Protection Act (1672/2009), which is aligned with the relevant EU regulation[footnoteRef:347], ships arriving at ports in Finland have to pay a fee to the port operator, even if they do not leave any waste. The fee is meant to cover the expenses of managing such waste as 1) oily waste; 2) garbage, excluding cargo residue(s); and 3) sewage[footnoteRef:348]. Tariffs differ from port to port. Since revenues are spent on waste management, it is not classified as a tax. [347:  	https://leap.unep.org/en/countries/fi/national-legislation/act-environmental-protection-maritime-transport-no-1672-2009?utm_  ]  [348:  	https://faolex.fao.org/docs/pdf/fin180631.pdf ] 

While the Directive (EU) 2019/883 requires a mandatory fee, although Finland had had these fees before the Directive was adopted.
Chemicals registration fee. Companies must submit information about the chemicals they place on the Finnish market to Tukes – Finnish Safety and Chemicals Agency. An annual fee of €26 per notification is charged, and a maximum amount is €5,200 per year. A chemical notification is not required in some cases (cosmetics, non-hazardous chemicals, chemicals manufactured in Finland but not placed on the Finnish market) and where there are derogations for submitting a safety data sheet as laid down in the REACH regulation[footnoteRef:349]. While it is not explicitly stated, it appears that this fee is in addition to the REACH registration fee payable to ECHA.[footnoteRef:350]  [349:  	https://tukes.fi/en/chemicals/submitting-information-on-chemicals?utm_ ]  [350:  	Additionally, for certain chemicals, Tukes charges fees for the evaluation of a substance, authorisation of a product, and other services related to risk assessment. These fees are for the submission of documents or information required under Biocidal Products Regulation (EU) No 528/2012. Such fees are not considered to be taxes, as there the government provides a service in return.] 

Pesticides tax. Finland had a tax of 3.5% of the final price (excluding VAT). The tax revenue was used to finance pesticide registration and maintenance of a pesticide register. Hence, it was not intended to stimulate the reduction of pesticide use, but rather to cover administration costs[footnoteRef:351] [footnoteRef:352]. Despite being a tax, it appears to be rather a fee, as the charge is requited. It is not clear whether the tax is still in place due to limited information available[footnoteRef:353]. [351:  	https://pub.norden.org/temanord2025-523/temanord2025-523.pdf#:~:text=The%20tax%20on%20pesticides%20in%20Finland%20is,pesticides%20was%20designed%20at%203.5%%2C%20with%20no ]  [352:  	http://files.foes.de/de/downloads/tagungvilm2005/scandinaviastudy.pdf ]  [353:  	Additionally, there is a registration fee of €840 for new pesticides. It is a national requirement that aligns with EU legislation, ensuring that products meet both EU-wide and country-specific safety and efficacy standards.] 

Proposed or postponed environmental taxes
[bookmark: _Ref195801108]The 2019 Government Programme planned to conduct a comprehensive review of how tax policy could be used to support a circular economy. A broad-based tax on packaging made from non-renewable natural resources, a tax on energy use and carbon dioxide emissions from waste incineration, and an increase in the landfill waste tax were all considered, as well as a new mining tax. It was also planned to develop life cycle emission assessments for food and other consumer products to guide consumption taxation to reflect their climate and environmental impacts[footnoteRef:354]. From those planned actions, only a mineral extraction tax has been introduced as of April 2025, and a tax on landfill waste was increased. It is not clear whether other taxes are still considered. The 2023 Programme of Prime Minister Petteri Orpo's Government does not mention these additional taxes[footnoteRef:355].   [354:  	https://julkaisut.valtioneuvosto.fi/bitstream/handle/10024/161935/VN_2019_33.pdf ]  [355:  	https://valtioneuvosto.fi/en/governments/government-programme#/ ] 

Conclusions, country-specific recommendations and reform progress
While the share of environmental tax revenues in total tax revenues is higher in Finland than in the EU as a whole (5.7% vs 5%), this is mainly due to revenues from transport taxes. Pollution and resource taxes account for only 0.8% of environmental taxes and 0.04% of the total481. Out of six main pollution and resource taxes, Finland has implemented only two:
· Tax on waste landfilling – implemented;
· Tax on plastic products – implemented;
· Air pollution, e.g., tax on NOx emissions – not implemented;
· Tax on water pollution - not implemented;
· Tax on fertilisers – not implemented (after the tax was abolished);
· Tax on pesticides – not clear if still in place.
[bookmark: _Ref197003763]Since pollution and resources taxes only account for 0.8% of environmental taxes (and for 0.04% of total revenues)[footnoteRef:356], the Polluter Pays Principle could be applied at a larger scale. There is a potential for introducing new taxes. Those could be introduced in those categories, where there are taxes in place, but pollution reduction goals have not been achieved yet. In addition, there are no natural resource taxes in Finland, apart from license fees for hunting and fishing[footnoteRef:357]. [356:  Commission Staff Working Document 2024 Country Report – Finland. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Italy.]  [357:  	https://ex-tax.com/wp-content/uploads/2019/09/Aligning_Fiscal_Policy_with_the_Circular_Economy_Roadmap_in_Finland_Extax_Sitra_GBE_IEEP_Final_report_final-08-01-19.pdf ] 

Recent CSRs (including 2025 CSR) did not provide any specific recommendations on environmental taxes. There was only a general recommendation to “Pay particular attention to the composition of public finances, on both the revenue and expenditure sides of the budget, and to the quality of budgetary measures in order to ensure a sustainable and inclusive recovery” (in 2021).
[bookmark: _Toc214008871]Potential for implementing additional environmental taxes
Hogg et al. (2016) recommended to introduce a tax on aggregates applying it to domestic aggregate extraction and imports to Finland, excluding exports – marble, chalk and dolomite, slate, limestone and gypsum, and sand and gravel. Such a tax could stimulate the use of secondary source materials (e.g. construction waste) and contribute to circular economy goals. However, as of 2025, Finland has not adopted a tax of this kind. There only is a fee to the local authority for processing the application for soil extraction, which is not an environmental tax.
Recommendations on nitrogen in mineral fertilisers, as well as on water abstraction tax and a tax on wastewater have not been taken up either. It was also suggested to introduce a pesticide tax aimed at reducing the impact of pesticides on the environment and human health, which has not been implemented either.
Hogg et al. (2016) recommended to not further increase landfill tax other than via indexation, as the landfill rate was already quite low at that point. In addition, it recommended the introduction of an incineration tax (€15 per tonne) to create an additional incentive for recycling, reuse and waste prevention. The Finnish government assessed the potential for implementing a waste incineration tax. Their analysis indicated that such a tax (at the proposed levels) would have minimal effects on recycling or emissions. It is expected that the tax costs will be passed from waste-to-energy plant operators through gate fees to household waste fees, resulting in only a marginal impact on households. As a result, it was concluded it would not offer enough incentive to improve waste sorting. The tax would not significantly affect district heating prices or plant investments. However, the suggested tax levels were relatively low, and higher taxes could produce different outcomes[footnoteRef:358]. [358:  	https://pub.norden.org/temanord2024-524/2-legislative-frameworks-and-circular-economy-impacts.html ] 

Regarding packaging, Hogg et al. (2016) recommended to introduce a general packaging tax, including aluminium, plastic, steel, paper, glass, and wood to encourage the prevention of packaging, as well as a tax on single-use carrier bags. These recommendations have not been implemented. 
Overall, Finland could deploy taxation instruments more extensively to achieve environmental goals and make a shift from taxing labour to taxing pollution. 
[bookmark: _Toc214008872]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Finland has a mature framework of environmental policy instruments and comparatively high rates in several areas. This helps explain why the modelling shows limited or no additional effect from some benchmarks: landfill taxation already exceeds the simulated minimum, so waste-to-landfill falls little further; similarly, high existing charges on incineration mean that volumes change only marginally under Scenario B, though Scenario A still delivers modest reductions and visible revenue. By contrast, significant upside appears where instruments are absent or underused. The absence of a wastewater effluent tax creates scope for sizeable revenues and measurable reductions in pollutant loads if a BOD-based charge is introduced. Mineral extraction is another area with material potential: benchmarked charges on sand, gravel and crushed stone would curb primary extraction and strengthen demand for recycled aggregates; the modelling ranks Finland among the higher-revenue Member States for minerals. Water abstraction effects are modest because scarcity is low, but a calibrated signal still improves allocation in local hotspots. Air pollutant charges (NOx, SO₂, PM₂.₅) yield incremental abatement from large point sources, with Scenario A delivering small but cost-effective gains. Overall, both scenarios imply that Finland can deepen environmental taxation with limited macroeconomic disruption while securing tangible improvements in water quality, materials efficiency and local air pollution.
Total revenues from the investigated taxes could rise by €940 million in 2030 and €1.1 billion in 2035, which are respective 22 and 26 times the revenues for pollution and resource taxes in 2023.  There are major gains from minerals aggregates, which make up more than three-quarters of the total gain, followed by water abstraction and water effluent.  Pesticide and fertilizer taxes also make a contribution, as well as taxes on SO2.  Waste to landfill does not contribute as current taxes are above the investigated minimum. Reductions in emissions or materials are notable for SO2.  Water abstraction and pesticide use declines by 33%, and fertilizer use by 24%.  Mineral extraction falls by 17%. 

	Table A6-54: Environmental Impacts and Revenue Changes in Finland – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,98
	0,70
	5,45%
	3,89%

	SO2
	-32,43%
	-32,43%
	9,59
	6,61
	53,28%
	36,72%

	PM2.5
	-29,58%
	-29,58%
	1,52
	1,09
	8,42%
	6,07%

	Water Abstraction
	-33,37%
	-33,37%
	105,12
	100,88
	238,90%
	229,28%

	Fertilizers
	-23,96%
	-23,96%
	10,57
	10,70
	58,72%
	59,44%

	Pesticides
	n/a
	n/a
	21,83
	21,80
	121,30%
	121,11%

	Waste Incineration
	-20,00%
	-20,00%
	3,24
	3,13
	18,02%
	17,39%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Water Effluent
	-9,09%
	-9,09%
	502,36
	499,68
	2790,89%
	2776,00%

	Minerals & Aggregates
	-16,67%
	-16,67%
	614,62
	775,39
	2276,39%
	2871,82%



	Table A6-55: Environmental Impacts and Revenue Changes in Finland – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,32
	0,23
	1,8%
	1,3%

	SO2
	-8,11%
	-8,11%
	3,26
	2,25
	18,1%
	12,5%

	PM2.5
	-7,39%
	-7,39%
	0,50
	0,36
	2,8%
	2,0%

	Water Abstraction
	-6,53%
	-6,53%
	10,13
	9,72
	23,0%
	22,1%

	Fertilizers
	-5,99%
	-5,99%
	3,27
	3,31
	18,1%
	18,4%

	Pesticides
	n/a
	n/a
	11,43
	11,41
	63,5%
	63,4%

	Waste Incineration
	-8,31%
	-8,31%
	1,54
	1,49
	8,6%
	8,3%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	-5,67%
	-5,67%
	325,00
	323,27
	1805,6%
	1796,0%

	Minerals & Aggregates
	-5,02%
	-5,02%
	211,05
	266,26
	781,7%
	986,1%



Feasibility from an administrative perspective is strong. Finland’s permitting, monitoring and reporting systems are well developed, metering is widespread among utilities and industry, and statistical coverage is high. The principal risks lie in sectoral acceptability and the potential for unintended substitutions. Mining and quarrying operators are sensitive to extraction charges where project economics are tight and long lead times are involved; construction supply chains can argue cost pass-through to housing and infrastructure. If effluent charges are introduced without parallel investment support, smaller municipal plants and industrial sites could face tariff pressure as they upgrade treatment. In the waste chain, higher landfill or incineration signals must be sequenced with additional sorting and recycling capacity to avoid displacement to lower tiers or cross-border movements. For households, aggregate effects are small in the modelling, but affordability concerns can arise through water and waste bills, especially in rural municipalities with higher service costs.
These risks are manageable with clear sequencing, targeted recycling and credible reinvestment. A phased, multi-year trajectory for any new wastewater charge, paired with performance contracts for utilities and co-funding of tertiary treatment, nutrient removal and water reuse, aligns the price signal with investable projects and keeps tariffs stable. If mineral extraction charges are recalibrated, introducing credits or lower rates for certified secondary aggregates and setting procurement targets for recycled content in public works will offset cost push and pull demand for circular materials. For air pollutants, modest top-ups to charges for large installations can be coupled with temporary, technology-neutral investment allowances tied to adoption of best available techniques; this preserves the marginal incentive while easing upfront financing constraints.
Priority taxes for Finland therefore centre on three fronts. First, a wastewater effluent tax based on pollutant loads (e.g. BOD₅, with scope to add nutrients where monitoring is robust) offers the largest combined environmental and fiscal payoff; linking rates to the sensitivity of receiving waters and allowing compliance via certified abatement or reuse projects will improve cost-effectiveness. Second, a calibrated mineral extraction tax on aggregates, phased in with predictable steps and accompanied by recognition for secondary materials, will reduce primary extraction and reinforce circular economy goals without undermining competitiveness. Third, fine-tuning of air pollutant charges for large point sources under integrated permits can capture remaining low-cost abatement; where existing Finnish fees are already close to the benchmark, incremental adjustments and performance-based rebates are preferable to wholesale redesign. Water abstraction pricing can remain conservative given low national scarcity, but introducing a locational component — higher rates in stressed catchments, lower elsewhere — would sharpen incentives where they matter most.
To avoid negative distributional and competitiveness impacts, revenue recycling should be visible and proportionate. A defined share of incremental proceeds can finance lump-sum bill credits for low-income households or reductions in employee social contributions targeted at the lower wage deciles, while municipal tariff smoothing can cap year-on-year bill increases as utilities invest in higher treatment standards. For farms, if fertiliser or pesticide instruments are considered, pair them with advisory services and co-financed precision-application and integrated pest management equipment so that yields are maintained while nutrient and pesticide loads fall. For trade-exposed industrial sites, provide time-limited, investment-linked support for abatement and process optimisation that does not erode the ongoing price signal. Strengthened enforcement and digital waste tracking will help deter illegal dumping as landfill signals strengthen; clear rules on cross-border waste movements will reduce leakage risks.
Communication and transparency will be critical to sustaining acceptability. Publishing an annual “green dividend” statement that links receipts to tangible outcomes — river stretches upgraded in status, nutrient loads reduced, recycled aggregate shares in public works, odour complaints diminished near facilities — can demonstrate value for money. Because Finland starts from a relatively advanced baseline, the emphasis should be on careful calibration rather than wholesale expansion: focus on wastewater, materials and residual air pollution from large point sources; phase reforms predictably; and recycle revenues in ways that are simple, fair and visible. Managed in this way, the benchmarked taxes would strengthen environmental outcomes and fiscal resilience while preserving Finland’s competitiveness and social fairness.
[bookmark: _Toc214008873]France
[bookmark: _Toc214008874]Overview of existing environmental taxes 
Environmental taxes in France amounted to 1.8% of GDP in 2023, below the EU average. While revenues have increased in absolute terms over the past 15 years, their relative importance in the economy has declined. Total environmental tax revenue reached EUR 46.6 billion in 2023 (Figure A6-28), representing a 29.5% increase in real terms since 2009[footnoteRef:359]. Over the same period, however, as GDP-ratio the total environmental tax revenue decreased by 5.7% (Figure A6-29). In 2023, revenues from energy and transport taxes constituted, respectively, around 79.8% and 13.0% of the total environmental tax revenues while revenues from resources and pollution taxes amounted to around 1.0% and 6.2%, respectively.  [359:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 29.5%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201233635]Figure A6-28: Total environmental tax revenue in France (2009-2023) in billion euros 


In 2023, total tax revenue (including net social contributions) accounted for 32% of France’s GDP, down by 12 percentage points from 44% in 2009. Environmental taxes represented 5.52% of total tax revenue in 2023, compared with 4.3% in 2009 — an increase of 1.22 percentage points over the period. The strongest growth in absolute terms was recorded in pollution tax revenues (up 51.7%), followed by energy tax revenues (up 32%).
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	[bookmark: _Ref201233671]Figure A6-29: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008875]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 2.9 and 0.5 billion euros. These amount to increases in absolute terms of — respectively — 51.7% and 19.5% over 15 years (2009-2023). Furthermore, in terms of GDP-ratios, pollution taxes increased by 10.5% but resource taxes decreased by 12.9%. In 2023, pollution and resource tax revenues accounted for — respectively — 6.2% and 1% of the total environmental tax revenues (Figure A6-30). 
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	[bookmark: _Ref201233772]Figure A6-30: Resource and pollution tax revenues in France (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years  


List of pollution and resource taxes and revenue shares
	Table A6-56:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Other taxes on pollution
	€4 - €817.8
	€269.4
	31%

	Other taxes on pollution
	€1,251 - €969.2
	€1,362.6
	37%

	Other taxes on pollution
	€344.2 - €850.5
	€427.3
	32%



	Table A6-57:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Usage fee on water extraction
	€302.6 - €731.8
	€468.8
	100%



	Table A6-58: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Annual revenue
(€ million) in 2023

	Fertiliser levy/ Agrochemical Market Placement Tax
	N.A.

	General Tax on Pollution
	N.A.

	Charge on municipal waste collection / treatment
	N.A.

	Pollution charges on domestic and non-domestic water uses
	N.A.

	Charge on water supply
	N.A.

	Tax on seafood and aquaculture
	N.A.

	Fee for the management of urban stormwater
	N.A.

	Mineral water tax
	N.A.

	Household waste removal tax
	€8,535

	Charge for the protection of the aquatic environment
	N.A.

	Water and sewerage charges
	N.A.

	Charge on non-point source pollution
	N.A.

	Mining taxes
	N.A.

	Hunting charges
	N.A.

	Tax for aquatic environment management and flood prevention
	€275

	Development tax
	N.A.

	Sales tax on plant protection products granted marketing authorisation
	N.A.


Taxes, fees and other related instruments
France taxes pollution through a variety of measures, including taxes on vehicles, water consumption, and fossil fuels. For example, there is a malus tax on vehicle CO2 emissions (bonus-malus system)  that became stricter in 2022 (the tax rate increased, and a new weight tax was introduced)[footnoteRef:360], an eco-tax on air travel that depends on the passenger's destination and class of travel, a water pollution fee on household water consumption that varies by city (this fee is calculated based on the number of inhabitants, seasonal visitors, and the size of the city), or a carbon tax on fossil fuels that was introduced in 2014 to reduce carbon emission (the tax rate was frozen in 2019). There are also other environmental taxes, such as non-energy environmental taxes, which increased in 2020, and local government taxes on heavy, polluting vehicles, such as SUVs.  [360:  	It proved to be successful in reducing CO2 emissions from new vehicles but suffered from rebound effects (Dauteuil, Hanafi & Jousseaume, 2020). Dauteuil, M-L., Hanafi, O. & Jousseaume, M. (2020). Environmental Taxation in France. Greening the French Culture of Taxation. CepInput No 12. https://www.cep.eu/fileadmin/user_upload/cep.eu/Studien/cepInput_Umweltsteuern_in_Frankreich/cepInput_Environmental_Taxation_France.pdf] 

For more than 50 years water abstraction charges have been levied by the Water Agencies in France to recover costs and improve water resources. The charges vary by agency and are based on the amount of water abstracted. The charges are based on the "water pays for water" principle, are calculated for each urban or rural district, and are based on the population of the district, as determined by the Institute Nationale de la Statistique et des Etudes Economiques (INSEE). Thus, although the charge has to be paid by all those who abstract water (with some exemptions), the rates differ by Water Agency. The highest rates (up to a maximum of €0.10 per m3) are levied on water used for drinking water (Oosterhuis, 2022[footnoteRef:361]). [361:  	Oosterhuis, F. (2022). Water abstraction charges (Redevances pour prélèvement sur la ressource en eau) in France). Institute for European Environmental Policy and Institute for Environmental Studies. https://ieep.eu/wp-content/uploads/2022/12/FR-Water-Abstraction-Charges-final.pdf ] 

The charges, along with the water pollution levy, encourage efficient water use (Oosterhuis, 2022). However, the charges alone are not enough to significantly impact water consumption. There exist (1) a water pollution levy that is about three times higher than the water abstraction charge; (2) a two-part tariff that includes a fixed charge and a marginal price, (3) a water licence required for collective water management, and (4) quotas as a way to share water between uses in areas where water is scarce. 
The levy of the water abstraction charge itself is too small to have a significant incentive impact on water consumption, but together with the water pollution levy and the fact that a substantial part of the water bill is charged at a variable (per m3) rate it provides an incentive for efficient water use. In fact, water taxes shows that a 10% increase in tax reduces water consumption by 0.26% (European Commission, 2021[footnoteRef:362]). The revenues from these levies are spent by the Agencies on investments in the protection and improvement of water resources (surface water and groundwater).  [362:  	European Commission (2021). Ensuring that polluters pay. France. https://environment.ec.europa.eu/system/files/2021-10/France.pdf] 

Depending on the city in which they live, residents must pay the household waste removal tax or fee[footnoteRef:363] to finance household and non-household waste collection. It is paid annually by the owner of a property alongside the property tax. The household waste collection fee (redevance d’enlvèment des ordures ménagères (REOM)) is based on the usage of waste collection services and is fixed by the local authorities. Alongside the TEOM and REOM, incentive pricing or “tariffication initiative (TI) charges the waste removal service according to the actual weight of waste produced by each household (European Commission, 2021).  [363:  	Taxe d’enlvèment des ordures ménagères (TEOM).] 

[bookmark: _Int_zke6sqDv]Municipalities and government-funded institutions for intermunicipal Cooperation (EPCIs) are the competent ones with regard to managing aquatic environments and flood prevention and may introduce a tax (GEMAPI) in order to fund these responsibilities. On 1 January 2018, responsibility for managing aquatic environments and flood prevention was transferred from municipalities to EPCIs. Every year, the revenue from this tax is decided on by deliberation but is capped at €40 per inhabitant. The revenue voted on is the same as the forecast annual amount of operating and investment expenses resulting from managing aquatic environments and flood prevention. The revenue is broken down between all individuals or legal entities liable to property taxes, residence tax and the business premises contribution. The tax’s base is calculated under the same conditions as for the municipal or intermunicipal portion of the main tax which it supplements (Finances Publiques, 2024[footnoteRef:364]). [364:  	Finances Publiques (2024). French tax law. https://www.impots.gouv.fr/sites/default/files/media/3_Documentation/brochures/french_tax_law_brochure_2024.pdf] 

The General Tax on Polluting Activities (TGAP) is a tax on companies that pollute or use polluting products. The tax is levied on waste, emissions, laundry (detergents, auxiliary washing preparations, fabric softeners or fabric softeners) and extraction materials. It varies by year and by activity and product and the base is calculated based on waste tonnage. Companies must keep a register of volumes and treatments for each component. Any business that manufactures, imports, or introduces polluting products is liable to pay the TGAP, and foreign companies must appoint a representative in France to handle declarations and payments. The TGAP rate for non-hazardous waste sent to burial increases from €52 per tonne in 2023 to €65 per tonne in 2025. The TGAP rate for waste sent to incineration increases from €20 per tonne to €25 per tonne over the same period. The 2025 European Semester[footnoteRef:365] notes the potential to expand the scope of TGAP to additional pollutants and materials and calls for broader application of eco-modulated product charges. [365:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – France. 9f4d2810-f2df-4b16-8eb8-7189923a7622_en] 

Since 2011, local authorities have been able to charge a fee for urban stormwater management. This fee can help fund stormwater management and encourage residents to reduce runoff. The introduction of this fee is likely to enable them on one hand to encourage sealing and stormwater source control and on the other hand to obtain resources to address the challenges of public stormwater management financing. The fee only covers indirect stormwater costs, such as operation and maintenance (Le Nouveau et al., 2013[footnoteRef:366]).  [366:  	Le Nouveau, N.  et al. (2013). Urban stormwater management fee revealing public action. Analysis of the first French experiences [La taxe pour la gestion des eaux pluviales urbaines, un révélateur de l'action publique: Analyse des premières expériences en France]. LEESU - Laboratoire Eau, Environnement et Systèmes Urbains. https://hal.science/hal-00945498 ] 

Mineral water is taxed at a fee of €0.54 per hectolitre, regardless of packaging. This tax applies to both natural and artificial mineral waters. 
Conclusions, country-specific recommendations and reform progress
The General Tax on Pollution applies levies on various pollutants, but its impact has been questioned due to relatively low tax rates that may not provide strong enough incentives for emission reductions[footnoteRef:367]. Similarly, while carbon taxation aimed to integrate climate costs into fossil fuel consumption, public resistance — most notably the “Gilet Jaunes” protests — forced the government to delay planned increases, revealing the limits of fiscal acceptability in environmental policy[footnoteRef:368]. [367:  	https://learnandconnect.pollutec.com/en/tgap-everything-you-need-to-know-about-this-environmental-tax/]  [368:  	https://www.iges.or.jp/en/publication_documents/pub/workingpaper/en/5983/The_Rise_of_Carbon_ Taxation_in_France_Rocamora_May_2017.pdf] 

France’s environmental tax framework is highly centralized, with minimal regional differentiation. While this ensures uniform policy implementation, it accounts less for regional disparities in industrial emissions and resource use. The lack of region-specific taxation mechanisms may also reduce the effectiveness of fiscal tools in areas with higher pollution levels[footnoteRef:369].  [369:  	https://shs.cairn.info/revue-d-economie-politique-2017-3-page-353?lang=fr] 

Recent reforms reflect a shift towards targeted incentives rather than broad-based taxation. This signals an effort to ensure tax incentives primarily benefit lower-income households. Additionally, reforms aim to encourage businesses to transition towards sustainable technologies[footnoteRef:370]. These reforms suggest a recognition that fiscal instruments need to be more precisely designed to achieve environmental goals without creating excessive economic burdens. [370:  	https://cms.law/en/int/expert-guides/cms-expert-guide-to-climate-change-tax-reforms-and-incentives/france] 

According to the 2025 European Semester Country Report[footnoteRef:371], France has made only limited progress in phasing out fossil fuel subsidies and expanding carbon pricing. The Commission reiterates its call for a more comprehensive carbon tax trajectory and strengthened price signals across all sectors. France is also encouraged to better integrate environmental tax revenues into climate investment planning, particularly under the Green Industry Plan and Climate Resilience Strategy. [371:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – France. 9f4d2810-f2df-4b16-8eb8-7189923a7622_en] 

Despite these adjustments, France’s environmental taxation strategy continues to face challenges in balancing economic competitiveness, social acceptance, and environmental effectiveness.
[bookmark: _Toc214008876]Potential for implementing additional environmental taxes
French environmental taxes are mostly set up with the objective to raise revenue (Oosterhuis, 2022)[footnoteRef:372].  In practice, this means that most environmental taxes in France are designed primarily as fiscal instruments rather than as tools to change behaviour. This is because their rates and structures are often set with a focus on revenue generation for the state budget, rather than calibrated to the environmental damage or external costs they aim to address. As a result, price signals to encourage pollution reduction or resource efficiency are relatively weak. For example, fuel and energy taxes make up the vast majority of environmental tax revenues, but they are integrated into general excise duties and not explicitly linked to carbon or pollutant content. Similarly, other taxes, such as those on waste or air emissions, tend to have flat or low rates and limited differentiation by environmental impact. This limits their effectiveness in driving behavioural change, even though they contribute significantly to public revenues. [372:  	Oosterhuis, F. (2022). Water abstraction charges (Redevances pour prélèvement sur la ressource en eau) in France. IEEP. https://ieep.eu/wp-content/uploads/2022/12/FR-Water-Abstraction-Charges-final.pdf] 

This means that many of the existing French environmental taxes apply to goods or activities that generate pollution — such as waste or resource use — but the tax rates are not explicitly designed to reflect the actual environmental damage they cause. Instead, these taxes function as indirect or implicit price signals, arising as part of broader excise or consumption taxes, rather than as dedicated environmental instruments. In other words, pollution is taxed incidentally through general fiscal measures rather than intentionally at a rate proportional to its environmental impact. A green tax reform would imply an overall green tax shift with tax rates proportional to marginal damages (Chiroleu-Assouline, 2015[footnoteRef:373]). [373:  	Chiroleu-Assouline, M. (2015). Can French environmental taxes really turn into green taxes? Paris School of Economics. https://www.parisschoolofeconomics.eu/en/publications-hal/can-environmental-taxation-in-france-become-truly-ecological/] 

For example, the role of the water abstraction charge in providing incentives for more efficient water use is modest. Thus, the priority for possible future reform is likely to be a more balanced distribution of the charge burden between water using sectors. However, given the opposition that can be expected if, for instance, irrigation water was to be charged at a much higher rate, the political limits for drastic changes are clear (Oosterhuis, 2022). All in all, France is reforming water charges to make them performance based. The new charges will be based on indicators like leakage rates and the local authority's knowledge of the network.
In 2023 the European Commission[footnoteRef:374] recommended France to introduce a pay-as-you-throw scheme that applies to the whole population and offers stronger incentives for citizens to sort their waste at the source. [374:  France, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/392014] 

The Semester report[footnoteRef:375] also highlights the need for clearer tax earmarking to ensure green revenues support investment in decarbonisation, circular economy, and biodiversity. [375:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – France. 9f4d2810-f2df-4b16-8eb8-7189923a7622_en] 

[bookmark: _Toc214008877]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
France has a long record of using environmental economic instruments, with relatively high rates in some areas and a dense set of regulatory tools. The modelling indicates that benchmarked reforms would yield measurable environmental benefits with a moderate fiscal payoff concentrated in water effluents and minerals. Under Scenario A, France sits among the larger revenue generators for wastewater discharges, with associated reductions in pollutant loads, and records sizeable receipts from a calibrated minerals instrument given the scale of aggregates use. Abstraction reforms deliver meaningful savings in water-stressed basins, while air-pollutant charges (NOx, SO₂ and PM₂.₅) add incremental abatement from large point sources. Landfill impacts are limited because current French rates are already at or above the investigated minimum; incineration effects are moderate and depend on local capacity and the profile of municipal waste. Scenario B produces the same pattern at smaller magnitudes. Overall, both scenarios suggest that France can strengthen environmental price signals without material macroeconomic disruption, provided reforms are phased and accompanied by targeted mitigation.
Total revenues from the investigated taxes could rise by about €7 billion in 2030 and 2035, amounting to nearly two times the revenues for pollution and resource taxes in 2023.   The greatest contributions in revenue come from water effluent charges (49%). water abstraction charges (27%) and mineral taxes (17%).  These three make up 93% of all revenues. Waste to landfill already has taxes above the investigated minimum.  Consequently, this tax does not raise additional revenues.  Reduction in emissions or use of materials is greatest for pesticides (41%), followed by fertilizers (30%), water abstraction (29%), water effluent (25%) 
	Table A6-59: Environmental Impacts and Revenue Changes in France – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	3,20
	2,22
	0,06%
	0,04%

	SO2
	-32,43%
	-32,43%
	35,93
	23,15
	0,71%
	0,46%

	PM2.5
	-29,58%
	-29,58%
	23,79
	22,21
	0,47%
	0,44%

	Water Abstraction
	-29,06%
	-29,06%
	1863,97
	1718,15
	441,13%
	406,63%

	Fertilizers
	-29,96%
	-29,96%
	128,91
	117,21
	2,55%
	2,32%

	Pesticides
	n/a
	n/a
	364,38
	362,78
	7,21%
	7,18%

	Waste Incineration
	-10,52%
	-10,52%
	34,85
	54,98
	0,69%
	1,09%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Water Effluent
	-13,15%
	-13,15%
	4238,11
	4277,21
	83,84%
	84,61%

	Minerals & Aggregates
	-16,67%
	-16,67%
	1008,57
	1013,60
	238,69%
	239,88%



	Table A6-60: Environmental Impacts and Revenue Changes in France – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,58
	0,40
	0,0%
	0,0%

	SO2
	-8,11%
	-8,11%
	10,75
	6,93
	0,2%
	0,1%

	PM2.5
	-7,39%
	-7,39%
	6,88
	6,43
	0,1%
	0,1%

	Water Abstraction
	-5,69%
	-5,69%
	17,37
	16,01
	4,1%
	3,8%

	Fertilizers
	-7,49%
	-7,49%
	42,56
	38,70
	0,8%
	0,8%

	Pesticides
	n/a
	n/a
	191,63
	190,81
	3,8%
	3,8%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	-8,95%
	-8,95%
	2196,05
	2216,31
	43,4%
	43,8%

	Minerals & Aggregates
	-5,02%
	-5,02%
	346,33
	348,05
	82,0%
	82,4%



Feasibility is strong in administrative terms. France benefits from mature permitting, monitoring and billing systems, extensive metering in industry and water services, and established agencies (including the Water Agencies and ADEME) capable of administering and recycling revenues. The main risks are political and distributional. The gilets jaunes episode demonstrated that even modest new charges can trigger public opposition if perceived as unfair, opaque, or regionally unbalanced. Any changes that influence household utility bills or mobility costs need careful design and communication. Sectoral pushback can also be expected in construction materials and certain energy-intensive branches of manufacturing, where firms worry about cost pass-through and international exposure. In agriculture, fertiliser and pesticide pricing raises concerns over margins and yields, particularly for smaller farms.
These risks are manageable through sequencing, targeted revenue use and visible reinvestment. Phasing new rates over several years with pre-announced steps allows households, utilities and firms to adapt and invest. A clear, audited “green dividend” that returns a defined share of additional receipts to households and to cost-reducing investment will support acceptance. For households, this can include lump-sum bill credits for lower-income groups, a cap on year-to-year increases in water and waste charges financed from environmental receipts, and expanded support for home insulation, leak reduction and efficient appliances. For mobility-dependent rural households and peri-urban commuters, targeted cheques or transport vouchers can offset incidental impacts without blunting the environmental signal. For trade-exposed sites, time-limited, investment-linked support for abatement equipment and process upgrades can ease financing constraints while preserving the marginal incentive from the tax. In agriculture, pairing any fertiliser or pesticide charge with co-financed precision application, nutrient budgeting and integrated pest management, plus advisory services, will mitigate yield risks and distributional concerns.
Implementation should align tax design with enabling infrastructure. If landfill or incineration signals strengthen, parallel investments in sorting, reuse and high-quality recycling are needed to avoid displacement to lower tiers of the waste hierarchy or cross-border movements. A wastewater effluent price signal should be coupled with performance contracts for utilities and co-funding of tertiary treatment, nutrient removal and water reuse, so that higher charges translate into measurable quality gains rather than pure tariff pressure. For minerals, moderate rate calibration should be paired with procurement standards that recognise certified recycled aggregates and with credits for secondary materials to pull demand towards circular options and contain cost pass-through to construction.
Given the modelling results and the national context, the priority taxes to consider are: a wastewater effluent charge aligned with the benchmark and linked to pollutant loads and local receiving-water sensitivity; a calibrated mineral extraction instrument for sand, gravel and crushed stone, accompanied by incentives and standards that favour secondary aggregates; moderate top-ups to air-pollutant charges for large point sources under integrated permits to capture remaining low-cost abatement; and, where scarcity justifies it, a strengthened water-abstraction price signal differentiated by basin conditions. Product-based instruments on fertilisers and pesticides should follow toxicity and nutrient-content metrics, with simple administration and time-limited rebates conditional on adoption of best practices. No additional action is required on landfill relative to the benchmark; incineration should be considered only alongside clear plans to expand sorting and recycling to avoid perverse shifts.
To avoid negative competitiveness effects, support should be practical, proportionate and temporary. Investment tax credits or accelerated depreciation for pollution-control and efficiency equipment can help SMEs in exposed sectors. Public procurement that rewards recycled content will stabilise markets as extraction charges rise. Strengthened enforcement and digital tracking in the waste chain will deter illegal dumping and leakage as disposal price signals increase. Above all, transparent communication on the destination of revenues — published annually and linked to concrete outcomes such as river stretches upgraded in status, pollutant loads reduced, recycled-aggregate shares in public works and odour complaints resolved — will be essential to sustain public trust and avoid a repeat of past social tensions.
In sum, France can progress on their environmental taxes with a focused package that prioritises wastewater, minerals and residual air emissions, applies basin-sensitive abstraction pricing where warranted, and leaves landfill unchanged at current levels. A gradual roll-out, visible revenue recycling, and targeted flanking measures for vulnerable households, farmers and trade-exposed industries will maximise environmental gains while safeguarding competitiveness and fairness.
[bookmark: _Toc214008878]Germany
[bookmark: _Toc214008879]Overview of existing environmental taxes
Environmental taxes in Germany amounted to 1.7% of GDP in 2023, below the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has declined significantly. Total environmental tax revenue reached EUR 65.4 billion in real terms in 2023 (Figure A6-31), representing a 20% increase since 2009 (Figure A6-32)[footnoteRef:376]. Over the same period, however, the ratio of environmental taxes to GDP decreased by 22.7%. In 2023, environmental tax revenues were entirely derived from energy and transport taxes (around 85% and 15%, respectively), with no reported revenues from pollution or resource taxes.
 [376:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 20.0%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201233525]Figure A6-31: Total environmental tax revenue in Germany (2009-2023) in billion euros. Note: No data for pollution and resource tax revenues were reported in the given time frame. 


In 2023, total tax revenue (including net social contributions) accounted for 40.1% of Germany’s GDP, slightly up by 0.5 percentage points from 39.6% in 2009. Environmental taxes represented 4.3% of total tax revenue in 2023, compared with 5.6% in 2009 — a decline of 1.3 percentage points over the period. In absolute terms, the strongest decrease occurred in energy tax revenues, which fell by 24.0%.
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	[bookmark: _Ref201233551]Figure A6-32: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes and total environmental taxes. No resource or pollution tax revenue was reported by Germany 



[bookmark: _Toc214008880]Existing pollution and resource taxes
The German taxation system is highly decentralised, generally regulated by the Laender as well as smaller municipalities (which amount to around 11,000). Hence, the taxes are highly variable, but a basic rate can be set by the federal government. On the website of the Federal Statistical Office, only energy and transport taxes are counted under environmental taxes.[footnoteRef:377] They distinguish between environmental taxes and environmental fees levied on waste and wastewater, arguing that "while the tax payments made are not offset by any direct payment by the state, the public sector provides a service in return for fees" (The Federal Environmental Agency). [377:   https://www.destatis.de/EN/Themes/Society-Environment/Environment/Environmental-Economic-Accounting/taxes-other-duties/_node.html#475172 ] 

Over the analysed 15-year period (2009-2023), Germany did not report any tax revenue from resource or pollution taxes in its National Tax List.
List of pollution and resource taxes and revenue shares
As Germany did not report any tax revenue from resource or pollution taxes in the National Tax Lists, the following information solely relies on alternative sources, including the OECD PINE database, government websites, and academic articles. Still, data on tax revenues are extremely scarce. 
	Table A6-61: Other environmental taxes not reported in the National Tax Lists

	Tax
	Revenue

	CO2 tax on waste incineration
	

	Drinking water charge
	

	Hunting and fishing charges
	

	Mining royalty
	€100 million in 2021[footnoteRef:378] [378:  	Source: https://www.destatis.de/EN/Themes/Society-Environment/Environment/Environmental-Economic-Accounting/taxes-other-duties/environment-related-tax-revenue.html ] 


	PAYT
	

	Single-use plastic tax
	

	Waste disposal fees
	

	Wastewater charge / effluent tax
	€200 million in 2021

	Water abstraction charge
	€500 million in 2021



In 2024, Germany included waste incineration into its national Emissions Trading System (Brennstoffemissionshandelsgesetz – BEHG). As of 2025, it is set at EUR 45 per tonne[footnoteRef:379]. The price is levied on the fossil components of burnt waste and may therefore vary depending on the type of waste. Organic waste is exempt. The revenues from the Fuel Emission Allowance Trading Act go to the Energy and Climate Fund in the federal budget[footnoteRef:380]. Despite the transition to the EU-wide ETS2 by 2027, it is likely that waste incineration will remain within the scope of the national ETS[footnoteRef:381].  [379:  	Source: https://www.bundesregierung.de/breg-de/aktuelles/co2-preis-kohle-abfallbrennstoffe-2061622 ]  [380:  	Source: https://www.bmwk.de/Redaktion/EN/Pressemitteilungen/2022/07/20220713-national-fuel-emissions-trading-end-to-exceptions-for-burning-of-coal-and-waste.html?]  [381:  	Source: https://icapcarbonaction.com/en/ets/german-national-emissions-trading-system ] 

In Germany, drinking water charges are determined on a local level. These charges are structured to reflect both fixed infrastructure costs and actual water usage, aiming to encourage more efficient resource consumption. Charges are paid directly by households. The tariff system consists of two components, a basic (standing) charge and a volumetric charge[footnoteRef:382] The basic price, which is charged on a daily basis, applies to the provision of water supply facilities (including waterworks, pumping stations, and pipes) and measuring equipment. The volumetric charge is based on the actual water consumption measured in cubic metres (m³), which serves as the tax base.  [382:  	Source: https://www.destatis.de/EN/Themes/Society-Environment/Environment/Water-Management/Tables/tw-08-charges-for-drinking-water-tariff-areas-2020-2022.html ] 

Since water supply is managed at the municipal level, both the tariff structure and the rates vary across Germany. For example, in Berlin, the volumetric price amounts to EUR 1.694 net/EUR 1.813 gross per m³[footnoteRef:383]. The level of the basic charge depends on the size of the installed water meter and may also reflect annual consumption volumes. Larger meters thus incur higher standing charges.  [383:  	Source: https://www.bwb.de/en/1720.php ] 

In Germany, the 2022 yearly cost per average-sized household with average water usage were estimated to be around EUR 262.39. Consumption-based charges in 2022, which are weighted by the number of inhabitants connected to drinking water supply and include all partial charges levied on final consumers (e.g. water withdrawal charge, depreciation, and investment contribution), amounted to EUR 1.83 per m³ [footnoteRef:384]. [384:  	Source: https://www.destatis.de/EN/Themes/Society-Environment/Environment/Water-Management/Tables/tw-08-charges-for-drinking-water-tariff-areas-2020-2022.html#fussnote-3-643118 ] 

German hunting and fishing levies are collected annually when individuals obtain or renew hunting or fishing licenses. Tax rates are set regionally and thus vary considerably across the country. For instance, in 2022, Baden-Württemberg increased the annual hunting levy from EUR 38.65 to EUR 50 for residents and EUR 25 for daily licenses for non-residents[footnoteRef:385]. Some regions have also introduced reliefs, e.g. for people who manage pond farming facilities[footnoteRef:386]. In many instances, both hunting and fishing charges are earmarked for supporting wildlife and aquatic conservation and related activities.  [385:  	Source: https://www.landesjagdverband.de/detail/anpassung-der-jagdabgabe/? ]  [386:  	https://verwaltung.bund.de/leistungsverzeichnis/EN/leistung/99042010131000/herausgeber/BB-108986280/region/120600000000 ] 

German mining royalties are governed by the Federal Mining Act (Bundesberggesetz, BBergG). It requires operators extracting freely mineable resources to pay royalties to the respective federal states. The standard royalty rate is set at 10% of the average market value of the extracted resources. States may adjust this rate between 0% and 40%, based on specific resources or regional considerations (Berger & Blum, 2022). The 2021 tax revenue amounted to approximately EUR 100 million[footnoteRef:387]. German mining royalties are not uniformly applied across all resources. Resources extracted under so-called “Old Rights”, i.e. licenses predating the Federal Mining Act in 1982, are exempt. This has been a point of contention, as the Federal Mining Act has faced criticism for not adequately addressing environmental concerns, instead focusing on raw material supply (Berger & Blum, 2021).  [387:  	Source: https://www.destatis.de/EN/Themes/Society-Environment/Environment/Environmental-Economic-Accounting/taxes-other-duties/environment-related-tax-revenue.html] 

PAYT schemes in Germany vary by region and municipality. However, municipalities are not obligated to adopt a PAYT system. As a result, around 30% of the population are currently covered by the PAYT scheme[footnoteRef:388]. Fees generally either depend on the number of containers emptied in a given year or on the tonnes of residual household waste disposed of. Reliefs are set by local governments.  [388:  	Source: https://www.eea.europa.eu/publications/many-eu-member-states/germany/view ] 

Germany introduced one of Europe’s earliest national deposit refund systems. Today, a mandatory scheme covers almost all beverage cans and bottles made of aluminium, glass, and plastic (PET), achieving return rates above 95%. Deposits range from EUR 0.08–0.15 for reusable items and at least EUR 0.25 for single-use containers. On average, refillable PET bottles are reused up to 20 times, while glass bottles can be reused up to 50 times[footnoteRef:389]. [389:  Germany, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/209889] 

The German single-use plastic levy was introduced through the Single-Use Plastics Fund Act (Einwegkunststofffondsgesetz, EWKFondsG) in 2024. The Act requires manufacturers and importers of certain single-use plastics  to pay an annual contribution to a central fund managed by the Federal Environment Agency. Thereby, manufacturers and importers pay a part of the costs of municipal waste disposal. The tax base and tax rate are determined centrally, but depend on the product. For example, for food containers, the rate amounts to EUR 0.177 per kg (weight of the container), while it amounts to EUR 0.876 per kg for plastic bags and foil packaging with food contents. This levy aligns with the EU’s efforts to reduce plastic waste, particularly under the EU Directive 2019/904 on single-use plastics[footnoteRef:390]. [390:  	Source: https://www.bmuv.de/faq/welche-neuerung-bringt-das-einwegkunststofffondsgesetz ] 

German waste disposal fees are set on a municipal level, generally depending on the size and type of the bin. In addition, charges on dangerous waste are levied to cover the costs of collecting, transporting, treating and disposing of hazardous materials[footnoteRef:391]. Furthermore, a transboundary waste shipment fee has existed in Germany since 2003. The fee’s base depends on the type of waste and generally applies to its weight (measured in tonnes). Fees are charged in accordance with the Waste Shipment Fees Ordinance, and shall not exceed EUR 6,000. (Bundesgesetzblatt Teil 1; Nr. 63).  [391:  	See: https://www.eea.europa.eu/publications/many-eu-member-states/germany/view ] 

Germany’s nationwide wastewater management charge is regulated by the Abwasserabgabengesetz (AbwAG), which has been in force since 1978. This levy applies to the direct discharge of wastewater into water bodies and is designed to incentivise pollution reduction beyond regulatory compliance. The charge is assessed based on the harmfulness of the wastewater, which is measured in centrally defined “damage units”—an equivalent of the quantity and type of pollutants in the effluent.
The charge rate is set at EUR 35.79 per damage unit, a figure last adjusted for inflation in 1997[footnoteRef:392]. Although the system is national in scope, regional and municipal variations may apply on top of the base charge[footnoteRef:393]. The primary liable parties include municipalities, sewage treatment associations, and industrial, commercial, or agricultural dischargers. For small-scale discharges, such as those from private households, designated public entities (assigned by the respective federal state) are responsible for payment. [392:  	Source: https://www.umweltbundesamt.de/sites/default/files/medien/5750/publikationen/2021-04-19_texte_60-2021_novelle_awag.pdf ]  [393:  	Source : https://www.hausundgrund.de/sites/default/files/downloads/abwassergebuhrenranking-2023-haus-grund-deutschland.pdf ] 

Reliefs are set centrally. These include discharges that do not increase in harmfulness, like water withdrawn and returned without added pollutants, water used for mineral extraction (e.g. for washing), wastewater from ships, and rainwater runoff from up to three hectares of commercial property or railway tracks, as long as it does not enter a public sewer system. In addition, federal states may exempt discharges into subsurface layers where the groundwater is naturally unsuitable for drinking water extraction.
Offsets also exist for investments in wastewater treatment. If a wastewater treatment facility is constructed or upgraded in a way that reduces pollutant loads by at least 20%, investment costs may be deducted from the levy for up to three years before the plant becomes operational. If the required reduction is not achieved, the levy is collected retroactively, with interest. Similar relief is granted to facilities that redirect untreated wastewater to compliant treatment plants. In regions covered by the Unification Treaty (e.g. former Eastern Germany), infrastructure investments could be offset against other wastewater charges owed in the area until 2005. In 2021, the tax revenue amounted to EUR 200 million. The revenues are earmarked for financing the measures to maintain or improve water quality. 
In Germany, a water abstraction fee (based on the 2009 Water Resources Act) may be charged for the abstraction and discharge of water from an above-ground water, as well as for the extraction, transport of substation, substation and discharge of groundwater. The individual states decide whether and to what extent the collection of water collection fees takes place. This tax is applied to the extraction of groundwater or surface water for industrial, agricultural, or commercial use. In 2012, the overall revenue amounted to EUR 500 million.
The tax varies by region and is intended to promote the sustainable use of water resources. The charge for groundwater abstraction ranges from EUR 0.25 to 16.72 EUR per m3 and for surface water abstraction from EUR 0.1 to 10 EUR per m3. Depending on the states, the charge can be differentiated depending on the purpose of the abstraction, too.
For instance, in Baden-Württemberg, water abstraction charges were introduced in 1988. Taxpayers are general and industrial users of water resources. The tax rate depends on the water use and on whether it is surface or groundwater. Reliefs exist for small consumers and farmers. In North Rhine-Westphalia, water abstraction charges are applied to the extraction of groundwater or surface water for industrial, agricultural, or commercial use. The tax rate amounts to EUR 0.05 per m3[footnoteRef:394]. [394:  	Source: https://igsvtu.lanuv.nrw.de/vtu/doc.app?DATEI=7/dokus/70203.pdf ] 

Inconsistencies and inefficiencies
The European Semester’s 2024 Country-Specific Recommendation (CSR) on the economic, social, employment, structural and budgetary policies of Germany have criticised Germany’s tax system as “complex and opaque”. This is the result of relatively low environmental taxes combined with comparatively high corporate income taxes (European Commission, 2024a). Germany’s tax revenues depend considerably more on labour taxation and social security contributions than the EU average (European Commission, 2024b). Initiatives to provide targeted tax measures to support the most vulnerable households and businesses in the face of high energy prices are also lacking (European Commission, 2024b). 
At the same time, property and environmental taxes are underrepresented. According to the Commission’s 2022 Environmental Implementation Review, Germany’s environmental tax revenue ranks among the lowest EU Member States compared to GDP. Revenues from resource and pollution taxes are very low (0.01% of the total). While other economic instruments (like the PAYT system) are designed to incentivise recycling (European Commission, 2022), challenges in applying these persist. Despite existing waste management levies, the polluter pays principle could be better implemented. The Commission’s 2024 European Semester Country Report for Germany therefore suggests to implement additional levies, e.g. on NOx emissions, fertilisers and pesticides. 
Environmentally harmful subsidies (EHS) are another persisting issue in Germany, as fossil fuel subsidies amounted to EUR 21 billion in 2022 (European Commission, 2024b). On top of that, the commuter allowance and tax benefits for private use of company cars discourage more sustainable transport alternatives (European Commission, 2024b). Subsidies for coal and natural gas have remained relatively stagnant since 2013, while those for petroleum products and electricity have declined only slightly (European Commission, 2022). For example, the manufacturing industry still receives reduced electricity taxes and an extended electricity price compensation (European Commission, 2024b). As such, EHS (including tax exemptions and tax reductions for fossil fuels) remain a challenge to the green transition in Germany (European Commission, 2023).
Proposed or postponed environmental taxes
Although the German government had initially planned to introduce a national plastic tax on 1 January 2025, the implementation has been postponed, potentially to 2026. The primary objective of this tax would be to transfer the financial responsibility of the EU's plastic levy — EUR 0.80 per kg of non-recycled plastic packaging waste — from the federal budget to the producers and importers of plastic packaging. However, administrative issues seem to have postponed the implementation of such a tax. 
An expert interviewed for the purpose of this study reported that while a pesticides tax was discussed politically, the perception of such a tax as politically and societally sensitive has hindered more concrete steps toward implementation.
Conclusions, country-specific recommendations and reform progress
Given the challenges highlighted above, the CSRs of the past five years have all highlighted that Germany should reform its tax system to pursue more inclusive and sustainable growth and competitiveness. They recommended to shift taxes away from labour and incentivise more hours worked while reducing the tax wedge (European Commission, 2024a, 2024b, 2025). Relying more on environmental taxation and generally reassessing the tax mix would also improve Germany’s long-term competitiveness, economic resilience, and progress toward the SDGs (European Commission, 2024b). 
In general, environmental taxation (beyond energy and transport taxes) in Germany is lower than the EU average while remaining fragmented and highly dependent on local legislation. The resulting lack of data on tax or fee revenues on a national level also hampers comparability. Key instruments like landfill, pesticide, and fertiliser taxes — widely used in other EU countries — have still not been implemented at the national level. At the same time, Germany may favour more on direct command and control instruments rather than pricing. 
Moreover, recent developments show efforts to further implement the polluter pays principle. The CO₂ tax on waste incineration (2024) and the Single-Use Plastics levy (2024) mark important steps toward internalising externalities in the waste sector. Still, actual impacts will need to be measured over time, while a more comprehensive fiscal reform strategy is still lacking.
[bookmark: _Toc214008881]Potential for implementing additional environmental taxes
Several recommendations from Hogg et al. (2016) on environmental taxation remain highly relevant for Germany, as progress in implementing new or strengthened instruments has been uneven across policy areas.
For aggregates extraction, the report proposed the introduction of an aggregates tax at a rate of €2.40 per tonne to reduce environmental harm from mineral extraction and to promote the use of recycled materials. The tax would have applied to a range of construction materials extracted in Germany. This recommendation remains pertinent today, as no aggregates tax has yet been implemented, and extraction volumes continue to exert pressure on natural resources.
Regarding waste management, the 2016 report concluded that a landfill tax was unlikely to generate significant environmental benefits in Germany due to the existing restrictions on landfilling. Instead, it recommended the introduction of an incineration tax to strengthen incentives for waste prevention and recycling. While Germany has not introduced such a tax, the recent inclusion of waste incineration in the national emissions trading scheme represents a significant policy development that may address some of the same objectives. However, the environmental and behavioural effects of this measure will only become clear over time.
In the field of air pollution, the IEEP report suggested the introduction of new taxes on key pollutants — starting at €1,000 per tonne for nitrogen oxides (NOₓ) and volatile organic compounds (VOCs), €1,000 per tonne for sulphur oxides (SOₓ), and €2,000 per tonne for fine particulate matter (PM₂.₅) — to improve air quality and incentivise cleaner production. No such taxes have been implemented in Germany since 2016, and air pollutant emissions continue to be addressed primarily through regulatory and market-based instruments such as the EU ETS and industrial emission standards.
For water management, the report recommended reforming the existing water abstraction charges to improve efficiency in water use, including gradually increasing rates and standardising them at federal level. Charges continue to vary significantly between Länder, with rate levels and design features differing across regions. Similarly, the report proposed increasing wastewater charges from approximately €0.70 to €2.70 per kilogram of BOD/COD, with additional parameters for phosphorus, nitrogen and other pollutants, to better reflect environmental burdens. While some progress has been made in aligning monitoring systems, wastewater charge levels remain relatively low[footnoteRef:395], and the report’s recommendation to strengthen price signals is still valid. [395:  	https://www.umweltbundesamt.de/sites/default/files/medien/5750/publikationen/2021-04-19_texte_60-2021_novelle_awag.pdf ] 

In agriculture, the 2016 IEEP report recommended the introduction of a fertiliser tax at €0.30 per kilogram of nitrogen in mineral fertilisers, aimed at preventing groundwater contamination, eutrophication and greenhouse gas emissions. No such instrument currently exists in Germany. Similarly, a pesticide tax, proposed at €5 per kilogram of active ingredient with banding by toxicity, has not been implemented. Civil society organisations have criticised this lack of progress, noting that Germany risks falling short of the EU Directive on the Sustainable Use of Pesticides (Directive 2009/128/EC). [footnoteRef:396] [396:  	Source: https://www.clientearth.org/latest/news/we-are-taking-legal-action-over-pesticides-in-germany/ ] 

On packaging and plastics, the report recommended a national packaging tax covering all packaging materials placed on the market, with differentiated rates by material type to promote waste prevention and circularity. This measure has not been adopted at national level. However, some progress has been made in this area through the Single-Use Plastics Fund Act (EWKFondsG), which entered into force in 2024 and introduced a levy on a range of single-use plastic products, including carrier bags. The earlier recommendation of a plastic bag tax at €0.22 per single-use bag has therefore become largely obsolete.
In summary, while Germany has made notable advances in emissions trading and waste regulation, most of the specific fiscal recommendations from Hogg et al. (2016), particularly those related to resource extraction, air pollutants, fertilisers and pesticides, remain outstanding. Updating and expanding the environmental tax base in these areas would strengthen price signals, encourage more efficient resource use and align Germany’s fiscal system more closely with the polluter-pays principle.
[bookmark: _Toc214008882]Impacts and feasibility of implementing new taxes 
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Germany has an extensive environmental tax system, with relatively high revenues from energy and transport taxes and a long tradition of using fiscal instruments to support environmental goals. However, pollution and resource-related taxes remain limited in scope and ambition, focusing largely on specific waste and air emission charges at the regional level. The modelling results indicate that, under the benchmark scenarios, Germany could achieve moderate additional revenue and environmental improvements, particularly from wastewater effluent and mineral extraction taxes. Under Scenario A, total environmental tax revenues would increase by approximately 0.4 per cent relative to 2023 levels, while reductions in emissions and resource use range from 7 to 12 per cent, depending on the tax category. Scenario B delivers smaller effects but maintains a similar pattern. These results confirm that environmental tax expansion in Germany is feasible and could generate tangible benefits without major macroeconomic impacts.
Total revenues from the investigated taxes could amount to about €8.6 billion in 2030 and 2035.  Eurostat does not report any current revenues from pollution and resource taxes for Germany so the increase cannot be calculated relative to exiting revenues. This is likely to be an anomaly, as the data on the country shows some existing taxes that would contribute to revenues, such as those on minerals. The greatest contributions in revenue come from water effluent charges (88%), followed by water abstraction charges (8).  These two make 96% of all revenues. Reduction in emissions or use of materials is greatest for pesticides (50%), fertilizers (36%), SO2 (32%) and waste to landfill (25%). 
	Table A6-62: Environmental Impacts and Revenue Changes in Germany – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	6,38
	4,04
	N.A
	N.A

	SO2
	-32,43%
	-32,43%
	171,10
	149,63
	N.A
	N.A

	PM2.5
	-29,58%
	-29,58%
	12,79
	10,16
	N.A
	N.A

	Water Abstraction
	-21,59%
	-21,59%
	629,52
	563,03
	N.E.
	N.E.

	Fertilizers
	-35,95%
	-35,95%
	72,44
	61,45
	N.A.
	N.A.

	Pesticides
	n/a
	n/a
	319,81
	318,28
	0,00%
	0,00%

	Waste Incineration
	-20,00%
	-20,00%
	12,28
	1,76
	0,00%
	0,00%

	Waste to Landfill
	-24,81%
	-24,81%
	0,00
	0,00
	N.E.
	N.E.

	Water Effluent
	-9,09%
	-9,09%
	8326,65
	8320,01
	N.E.
	N.E.

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	N.E.
	N.E.



	Table A6-63: Environmental Impacts and Revenue Changes in Germany – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	2,07
	1,31
	NA
	NA

	SO2
	-8,11%
	-8,11%
	58,17
	50,87
	NA
	NA

	PM2.5
	-7,39%
	-7,39%
	4,20
	3,34
	NA
	NA

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	N.E.
	N.E.

	Fertilizers
	-8,99%
	-8,99%
	25,73
	21,83
	n.e.
	n.e.

	Pesticides
	n/a
	n/a
	174,70
	173,89
	0,0%
	0,0%

	Waste Incineration
	-8,31%
	-8,31%
	5,85
	3,26
	0,0%
	0,0%

	Waste to Landfill
	-13,82%
	-13,82%
	0,00
	0,00
	N.E.
	N.E.

	Water Effluent
	-5,67%
	-5,67%
	5314,58
	5310,34
	N.E.
	N.E.

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	N.E.
	N.E.



From an administrative perspective, feasibility is high. Germany has a robust regulatory and monitoring framework, with strong enforcement and data systems covering air, water and waste sectors. The challenge lies primarily in political acceptance and coordination across federal and Länder authorities, where competences for environmental taxation are shared. Past experience suggests that industries exposed to international competition, particularly in manufacturing, construction materials and chemicals, may resist new or higher levies, arguing that they would undermine competitiveness. In addition, public sensitivity to rising household costs, particularly energy and utility bills, remains high, as seen during debates over carbon pricing in the heating sector.
To ensure political and social feasibility, any new taxes or rate increases should be introduced gradually, with clear communication on their purpose and the use of revenues. Phasing in benchmark rates over several years would allow firms and households to adjust while minimising price shocks. Where feasible, revenues should be recycled transparently—either through reductions in labour or income taxes, targeted support for low-income households, or investment in energy and resource efficiency. Such recycling can neutralise distributional impacts while reinforcing the behavioural and innovation effects of the taxes.
In competitiveness terms, most industries can absorb modest increases in environmental taxation if the proceeds are used to finance technology upgrades and resource efficiency investments. The introduction of a mineral extraction tax, for instance, could be paired with incentives for the use of secondary materials, including recycled aggregates, in construction projects. For wastewater, a benchmark-aligned effluent tax could strengthen pollution control in industrial and municipal discharges while generating resources for upgrading treatment facilities. Air pollutant charges for large industrial sources, calibrated to best available technique (BAT) performance levels, would further stimulate emissions reductions without significantly affecting profitability.
Based on the modelling results and national context, the following priority taxes emerge as most relevant for Germany:
A wastewater effluent tax, applied according to pollutant load and linked to investment in advanced treatment and nutrient removal technologies;
A mineral extraction tax on aggregates and raw materials, combined with public procurement standards promoting recycled material use; and
Targeted air pollution charges (NOx, SO₂, PM₂.₅) for large installations, harmonised with existing permitting systems to avoid duplication.
To mitigate distributional and sectoral impacts, a number of actionable measures are recommended. For households, part of the additional revenue could be returned through reduced social contributions or lump-sum rebates, protecting vulnerable groups from higher water or waste costs. For industries, transitional support, such as accelerated depreciation or investment tax credits for pollution control, resource efficiency and circular economy technologies, would ease adjustment while maintaining the price incentive for cleaner production. For sectors with regional concentration, such as mining and heavy manufacturing, coordination with Länder governments can ensure revenues are reinvested locally, reinforcing public acceptance and regional development objectives.
Finally, clear communication will be vital to avoid misunderstandings about the purpose of environmental taxes. Public reporting on revenue use and environmental outcomes, such as improvements in river quality, reductions in particulate emissions or increased recycling rates, would strengthen trust and legitimacy. Integrating these reforms within Germany’s broader fiscal and climate policy framework, including alignment with EU ETS and national carbon pricing, would ensure coherence and maximise effectiveness.
In conclusion, Germany has the administrative capacity and institutional maturity to expand the scope of environmental taxation with limited economic risk. A phased approach focusing on wastewater, mineral extraction and air pollutants, underpinned by transparent revenue recycling and stakeholder engagement, would deliver meaningful environmental and fiscal gains while safeguarding competitiveness and social equity.
[bookmark: _Toc214008883]Greece
[bookmark: _Toc214008884]Overview of environmental taxes
Environmental taxes in Greece amounted to 4.1% of GDP in 2023, well above the EU average. Unlike in most Member States, both the absolute level and the economic relevance of environmental taxation have increased over time. Total environmental tax revenue reached EUR 8.63 billion in real terms in 2023 (Figure A6-33), representing a 77.9% rise since 2009 (Figure A6-34)[footnoteRef:397]. Over the same period, the ratio of environmental taxes to GDP grew by 9.5 percentage points, reflecting a simultaneous 8.6% decline in GDP. In 2023, revenues were predominantly sourced from energy and transport taxes (around 81.5% and 18.2%, respectively), while pollution taxes contributed around 0.3%. In Greece, there are no taxes on the extraction of natural resources. [397:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 77.9%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201233288]Figure A6-33: Total environmental tax revenue in Greece (2009-2023) in billion euros. No resource tax revenues were reported by Greece throughout the period



In 2023, total tax revenue (including net social contributions) accounted for 40.5% of Greece’s GDP, an increase of 7.3 percentage points from 33.2% in 2009. Environmental taxes represented 10.2% of total tax revenue in 2023, compared with 6.3% in 2009 — an increase of 3.9 percentage points over the period. In absolute terms, energy tax revenues rose sharply (up 106.1%), while transport tax revenues declined (down 20.6%).
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	[bookmark: _Ref201233316]Figure A6-34: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes and total environmental taxes in Greece. No resource tax revenue was reported, while pollution taxes only generated revenue from 2018 onwards 



[bookmark: _Toc214008885]Existing pollution and resource taxes
In 2023, pollution tax revenue reached 27 million euros. This amounts to increases in absolute terms of 50.0% over 6 years (2018-2023). However, in terms of GDP-ratios, pollution taxes increased only by 29.3%. In 2023, pollution tax revenue accounted for 0.3% of the total environmental tax revenues. 
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	Figure A6-35: Pollution tax revenues in Greece (2018-2023) in million euros. Note: the share of pollution taxes in 2023 was estimated as the weighted average of past years 



List of pollution and resource taxes and revenue shares
	Table A6-64:  Waste taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Tax on plastic bags
	98.7
	6.58
	100%



	Table A6-65: Other environmental taxes not reported in the National Tax Lists

	Tax Name
	Annual revenue (€ million) in 2023

	Landfill tax
	

	Fee on plastic products
	17.8 (source: OECD PINE database)

	Recycling fee
	0.12 (source: OECD PINE database)

	Resource Cost - Externality Pricing for Water Scarcity
	

	Charge on water irrigation
	

	Wastewater user charges
	

	Charge on hunting licenses
	

	PAYT
	



The tax on plastic bags, which is the only pollution or resource tax included in Greece’s National Tax List, was introduced in 2018 and requires consumers to pay an environmental fee of EUR 0.09 per plastic bag, which is set by the national government. Exceptions include biodegradable bags, bags used by staff for hygiene and safety reasons.[footnoteRef:398] The revenue of this tax, as reported in the National Tax List, was EUR 27 million in 2023. In 2022 a new tax was introduced called the “Environmental protection levy for plastic products”, which is a nationally set levy of EUR 0.04 imposed per product, aimed at reducing the use of single-use plastics. The measure is mostly aimed at retail and mass catering businesses who sell food and beverages. Both of the taxes are national taxes, set by the central government[footnoteRef:399]. Looking at data from the Ministry of National Economy & Finance shows that the total revenues from environmental fees and contributions add up to EUR 29 million, of which EUR 13 million comes from the plastic bag tax, while the levy for plastic products raised EUR 14 million[footnoteRef:400]. This may explain the increase in revenue of pollution taxes between 2021 and 2023.  [398:   https://www.eoan.gr/wp-content/uploads/2021/01/Ε126087_4682_30.12.2020_Εγκυκλιος_για_πλαστικη_σακουλα_ΑΔΑ_ΩΙΘΒ4653Π8-126.pdf]  [399:  	https://www.taxheaven.gr/news/51076/h-eisfora-prostasias-toy-periballontos-gia-ta-plastika-proionta-kai-h-epibolh-ths-apo-112022-oi-ypoxrewseis-twn-epixeirhsewn-gia-epanaxrhsimopoihsima-enallaktika-proionta]  [400:  	https://minfin.gov.gr/wp-content/uploads/2024/11/Έσοδα-Κρατικού-Προϋπολογισμού-2023.pdf ] 

The pollution tax revenue shows a sharp increase in 2022 due to an entry labelled “LARKO”, amounting to EUR 44 million. This item does not appear in any other year of the time series. The amount corresponds to State aid granted by Greece to the ferro-nickel producer LARKO between 2009 and 2012, which the European Commission found to be unlawful in 2022.¹ Following the Commission’s decision, Greece was required to recover the incompatible aid, and the recovered amount was recorded under pollution tax revenue for that year.[footnoteRef:401] [401:  	European Commission (2022), State aid: Commission concludes that support measures in favour of Larko were incompatible with EU rules and orders recovery of illegal aid. Available at: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62014TJ0423(01) ] 

Greece also has been implementing a landfill tax since 2022. Starting at EUR 20 per tonne, the tax is supposed to increase to EUR 55 in 2027. The tax is paid for by landfill operators and local authorities, and the revenue is used to support local authorities to improve waste prevent, collection and recycling. It also helps fund the operation of recycling infrastructure and research and development of new recycling and waste management technologies. Exemptions exist for islands with less than 1,000 inhabitants[footnoteRef:402]. Currently, the landfill tax is only paid for mixed and residual waste, to create incentive to reduce and recycle waste. It had been reintroduced several times, but it was difficult to implement due to the economic burden it posed, the lack of infrastructure and complementary measures.[footnoteRef:403] Almost 80% of municipal waste is disposed in landfills in Greece, compared to the EU average below 40%. Critics note that the landfill tax will not provide effective incentives if it is too low and not linked to the amount of generated waste[footnoteRef:404]. [402:  	https://www.fao.org/faolex/results/details/en/c/LEX-FAOC211896/]  [403:  	https://environment.ec.europa.eu/document/download/dfff60be-3c31-4fcb-93a6-fa6e2eA6f219_en?filename=Taxes%2C%20charges%20and%20fees.pdf]  [404:  	https://www.eea.europa.eu/publications/economic-instruments-and-separate-collection/technical-note-accompanying-the-eea/view] 

Fees and other related instruments
A number of environmentally relevant government instruments are not classified as environmental taxes but are relevant in this context. The externality pricing for water resources is a suitable example, since it prices water services based on their estimated environmental cost, resource cost and financing cost. The resource cost is defined as the cost of alternative water uses if the water system is used beyond its ability to naturally replenish[footnoteRef:405]. A new pricing mechanism was introduced in 2024, making the charge on water consumption differentiated based on region, season, and social group. The mechanism also allows for seasonal pricing, allowing water service providers to set to higher charges in summer, as there is both higher water consumption as well as less rain in this period. Water supply companies also have the possibility to set low charges for vulnerable and large households[footnoteRef:406]. The mechanism also introduces a new water pricing system for farmers that combines a fixed fee per hectare with a variable fee based on water consumption, which increases with higher usage to encourage conservation[footnoteRef:407]. [405:  	Ibid.]  [406:  	https://www.karagilanis.gr/files/kya_ypen_grggfpy_103755_2994_2024.pdf]  [407:  	https://www.ot.gr/2024/10/02/oikonomia/nero-erxontai-klimakotes-xreoseis-kai-pliri-anaktisi-tou-kostous-apo-tous-paroxous/] 

Greece does not have any resource taxes, but it does require licenses for hunting. The cost of the license is set by the central government, and depends on the length of the license, where the license is valid, the nationality of the hunter, and whether the hunter is part of a hunting association. For 2024 and 2025 the price can vary from EUR 10 for a local licence for hunting association members, to EUR 150 for a non-associated non-EU hunter.￼ For fishing from the shore no license is required, but when sport-fishing from a boat, a [footnoteRef:408] is required. These are issued by local authorities, and cost EUR 26, with a requirement to renew every two years for EUR 6[footnoteRef:409]. [408: 
]  [409:  	https://www.helleniccomserve.com/huntingfishing.html] 

In 2024 the Greek government introduced a “Climate Resilience Fee”, which is a daily charge for guests staying at hotels and other short-term room rentals, replacing the previous “stayover tax”. The revenue from the fee is dedicated to an emergency fund for natural disaster preparedness and response. The size of the fee depends on the season, the size of the property, and the quality of the hotel. For example, between April and October 2025, fees range from EUR 2 for one- or two-star hotels to EUR 15 for five-star hotels and properties larger than 80 square meters[footnoteRef:410]. [410:  	https://aade.gr/en/climate-crisis-resilience-fee-issuance-statement] 

A Recycling Fee was also introduced in 2021, in the Law 4819/2021, focusing on Extended Packaging Producer Responsibility. This fee is imposed on packaging that contains polyvinyl chloride (PVC), as the material cannot be recycled. The recycling fee is EUR 0.08 per packaging and is charged to the consumer. In addition, the packaging should clearly show the fee and that the material is not recyclable[footnoteRef:411]. [411:  	https://kglawfirm.gr/wp-content/uploads/2021/09/852.pdf?] 

The Greek government provides a number of environmentally harmful subsidies, mainly through the financial support of fossil fuels. These come in the form of tax exemptions and direct financial support for fossil fuel use. One notable example is the exemption of an excise tax on the use of natural gas in the transport sector, instead of a EUR 0.42/MWh excise tax. This exemption reduces costs for natural gas usage, and this discourages energy efficiency improvements[footnoteRef:412]. In 2020, Greece provided more than EUR 1.9B of fossil fuel subsidies, largely through tax expenditures like reduced excise taxes on diesel for heating, direct transfers for fossil fuel use on islands, capacity payments for coal and gas power[footnoteRef:413]. Other environmentally harmful subsidies present in Greece are excise tax refunds for diesel fuel used in agriculture and reduced energy tax rates for light fuel oil used in mobile machinery[footnoteRef:414]. [412:  	https://environment.ec.europa.eu/economy-and-finance/phasing-out-environmentally-harmful-subsidies/greece-ehs-candidate-reform_en]  [413:  	https://www.iea.org/reports/greece-2023]  [414:  	https://op.europa.eu/en/publication-detail/-/publication/fb3eccdc-1f68-11ed-8fa0-01aa75ed71a1] 

Currently, taxes are not fully aligned with the carbon content of different energy sources. A number of environmentally harmful subsidies are still provided by the Greek government, through tax exemptions and reduced excise rates for fossil fuels in certain usages.
Proposed or postponed environmental taxes
In recent years, the Greek government has been advancing work to implement Pay As You Throw-schemes (PAYT). In 2021, a law was passed establishing regulations for PAYT schemes, giving municipalities the possibility to experiment. Although the effects of the system are not entirely clear yet, the government is planning to make it mandatory from 2028 onwards for municipalities with a population larger than 20,000 people. It is also reported that municipalities larger than 100,000 inhabitants have had to implement the scheme since 2023, but this does not seem to be the case as of yet[footnoteRef:415]. [415:  	https://www.eea.europa.eu/publications/many-eu-member-states/greece/view] 

Conclusions, country-specific recommendations and reform progress
The tax system in Greece is recognized as highly centralized. A major eco-tax reform is expected in 2025, as the Ministry of Finance is launching a reassessment of the effectiveness of existing green taxes. Data on the revenues of specific pollution and resource taxes is scarce; they published revenues for both altogether. Nonetheless, they explain what kind of taxes they consider under such categories[footnoteRef:416]. There is also information available on some revenues in the State Budget report of the Ministry of Finance. [416:  	https://www.statistics.gr/documents/20181/aebc803f-3e61-30c4-d9fc-0ae1dc29d745] 

The European Semester Country Specific Recommendations for Greece have consistently stressed the need for reforms of environmental licensing and regulation. Environmental licensing is said to be a slow and complex process, holding back investment in renewable energy and low-impact industrial activities, also due to a lack of environmental classifications and conditions for these activities. The recommendations also urge Greece to set out more ambitious policies to decarbonize the transport sector, most notably by setting stricter measures on electric motors, and phasing out the most polluting vehicles[footnoteRef:417]. The 2025 CSRs state that water resources are becoming increasingly scarce and polluted. Improving water supply and demand management and infrastructure can offer a solution, addressing water usage from the agricultural sector and cities. Small municipalities are said to not have the means to optimally apply the ‘consumer and polluter pays’ principle. An institutional reform which can improve capacity and accountability of water authorities could offer solutions to the water-related challenges. Energy taxes should be adjusted to encourage electrification, while at the same time phasing out fossil-fuel subsidies, many of which have no phase-out planned by 2030, to reduce Greece’s high dependency on fossil fuels with special attention to industrial coal and coke subsidies. [417:  	https://commission.europa.eu/business-economy-euro/european-semester/european-semester-your-country/european-semester-documents-greece_en] 

The EU also published an Environmental Implementation Review in 2019 and 2022. The 2019 review noted that Greece’s tax structure had potential to shift the tax burden from labour to consumption taxes, most notably to environmental taxes[footnoteRef:418]. The 2022 review advised Greece to increase environmental taxation to close environmental implementation gaps[footnoteRef:419]. In the context of the ‘polluters pays principle’, Greece could implement more pollution taxes, as currently only the plastic bag tax falls under this category, suggesting that the tax system does not fully reflect the principle. Implementation of the landfill tax would be a good start for this, although, when compared to other Member States, the landfill tax rate in Greece is relatively low[footnoteRef:420]. [418:  	https://www.eumonitor.eu/9353000/1/j9vvik7m1c3gyxp/vkxp6zf3l5qi]  [419:  	https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=comnat:SWD_2022_0254_FIN]  [420:  	https://www.eea.europa.eu/en/analysis/maps-and-charts/overview-of-landfill-taxes-on] 

[bookmark: _Toc214008886]Potential for implementing additional environmental taxes 
Implementation of recommendations from the IEEP (2016) report:  
The 2016 Eunomia/IEEP report on environmental taxation in the EU Member States recommended for Greece to reform its tax system by introducing various environmental taxes. These include a taxes on aggregates, landfilling and incineration, packaging, and single-use carrier bags. Particular emphasis was put on air pollution taxes, as air pollution was identified as a challenge in Greece. Of these suggestions, Greece implemented a tax on plastic bags as well as a levy for single-use plastic products, showing progress in this area. While a landfill tax was implemented in 2022, its efficiency has been limited due to design issues. 
A lack of data made it difficult to judge Greece’s water exploitation index; still, the 2016 Eunomia/IEEP report suggested to implement a tax for water abstraction differentiated for public water supply, manufacturing and agriculture. Instead of a tax, Greece implemented a water pricing mechanism in 2024, which is differentiated based on geographical and temporal factors, and allows for reliefs for vulnerable groups. It particularly encourages water conservation in the agricultural sector.
While the cost of wastewater services is often included in the rates of municipalities, the report still recommended to adopt a wastewater tax to prevent water pollution. Finally, it was suggested that Greece implement taxes on pesticides and fertilisers. No such taxes have been implemented since, showing scope to strengthen the polluter pays principle in this area. 
In 2023, the European Commission advised Greece to introduce economic measures such as pay-as-you-throw schemes and higher landfill taxes to encourage source-separated collection and reduce the amount of waste sent to landfill[footnoteRef:421]. [421:  Greece, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/688810] 

[bookmark: _Toc214008887]Impacts and feasibility of implementing new taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Greece’s use of environmental taxation remains uneven. Energy-related instruments are comparatively well developed, but non-energy taxes on pollution and resource use are limited or set at levels that provide weak price signals. The modelling indicates sizeable scope for improvement, particularly in water-related instruments and landfill. Under Scenario A the largest physical gains arise in wastewater discharges and water abstraction, where stronger price signals would curb pollutant loads and improve allocation in stressed basins and islands. Landfill shows significant potential for diversion provided sorting and treatment capacity expands in parallel. Product-based measures on fertilisers and pesticides deliver moderate reductions in nutrient and toxicity pressures, while calibrated air-pollutant charges on large point sources secure incremental abatement. Scenario B follows the same pattern with smaller magnitudes. Revenues scale accordingly and are material in water effluents and abstraction, with additional but more modest receipts from minerals, landfill and product taxes.
Total revenues from the investigated taxes could rise by about €2.8 billion in 2030 and 2035, amounting to an increase of 95 times in the revenues for pollution and resource taxes in 2023. The greatest contributions in revenue come from water abstraction charges (67%) and water effluent charges (23%).  These two make up 93% of all revenues. Reduction in emissions or use of materials is greatest for pesticides (66%), followed by fertilizers (48%), water abstraction (28%), waste to landfill (23%). 
	Table A6-66: Environmental Impacts and Revenue Changes in Greece – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	1,04
	0,80
	3,59%
	2,75%

	SO2
	-32,43%
	-32,43%
	7,95
	3,34
	27,40%
	11,53%

	PM2.5
	-29,58%
	-29,58%
	6,14
	4,37
	21,17%
	15,08%

	Water Abstraction
	-27,87%
	-27,87%
	1882,39
	1887,21
	N.E.
	N.E.

	Fertilizers
	-47,93%
	-47,93%
	17,13
	16,78
	59,08%
	57,88%

	Pesticides
	n/a
	n/a
	51,39
	51,04
	177,21%
	176,01%

	Waste Incineration
	-20,00%
	-20,00%
	0,15
	0,18
	0,53%
	0,62%

	Waste to Landfill
	-22,52%
	-22,52%
	180,81
	152,87
	623,49%
	527,13%

	Water Effluent
	-9,09%
	-9,09%
	692,45
	673,56
	2387,75%
	2322,62%

	Minerals & Aggregates
	-16,67%
	-16,67%
	56,29
	46,44
	N.E.
	N.E.



	Table A6-67: Environmental Impacts and Revenue Changes in Greece – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,34
	0,26
	1,2%
	0,9%

	SO2
	-8,11%
	-8,11%
	2,70
	1,14
	9,3%
	3,9%

	PM2.5
	-7,39%
	-7,39%
	2,02
	1,44
	7,0%
	5,0%

	Water Abstraction
	-5,45%
	-5,45%
	482,80
	484,04
	N.E.
	N.E.

	Fertilizers
	-11,98%
	-11,98%
	7,24
	7,09
	25,0%
	24,5%

	Pesticides
	n/a
	n/a
	27,95
	27,77
	96,4%
	95,8%

	Waste Incineration
	-8,31%
	-8,31%
	0,07
	0,09
	0,3%
	0,3%

	Waste to Landfill
	-6,01%
	-6,01%
	35,73
	30,21
	123,2%
	104,2%

	Water Effluent
	-5,67%
	-5,67%
	447,98
	435,76
	1544,8%
	1502,6%

	Minerals & Aggregates
	-5,02%
	-5,02%
	19,33
	15,95
	N.E.
	N.E.



Administrative feasibility is mixed. Greece has core permitting and monitoring systems, and water metering is widespread for utilities and many larger users, but gaps persist for smaller abstractions, diffuse pollution and parts of the waste chain. Strengthening measurement and reporting is a precondition for credible assessment and enforcement, especially for effluent loads and agricultural inputs. Capacity constraints in municipalities and water utilities require attention, as do regional disparities linked to insularity and seasonal tourism peaks.
Distributional and political risks are real and must be anticipated. Household budgets remain sensitive to utility charges and waste fees. The gilets jaunes episode in France underscores that acceptability hinges on perceived fairness, transparency and visible benefits. In Greece, exposure is highest for low-income households, rural and island communities, and small farms. Competitiveness concerns will emerge in quarrying and construction materials, cement and basic manufacturing, and irrigated agriculture. Without careful sequencing there is a risk of unintended substitutions, for example diversion from landfill to incineration or informal disposal if sorting and treatment capacity lags.
These risks are manageable with a phased, investment-led approach and clear revenue recycling. Rates should be ramped up over several years, with pre-announced steps that allow firms, utilities and municipalities to plan. A defined share of incremental receipts should be used to lower distortionary taxes on work for low and middle earners, provide lump-sum bill credits for vulnerable households, and co-finance investments that cut bills and emissions. In water policy this means leak reduction, pressure management and smart metering in utilities, and on-farm efficiency such as precision irrigation and drainage improvements. In waste, higher landfill signals must be paired with funding for separate collection, sorting and high-quality recycling to prevent cost pass-through without environmental gain.
Given the modelling and Greece’s policy context, the following should be treated as priority taxes: a wastewater effluent charge aligned with pollutant loads and local receiving-water sensitivity; a water abstraction charge differentiated by water-stress indicators and tailored to island conditions; a calibrated mineral extraction tax on sand, gravel and crushed stone with recognition for certified secondary aggregates; and a predictable escalator for landfill, introduced alongside clear investment plans for sorting and treatment. Product instruments on fertilisers and pesticides can be added once advisory support and simple compliance rules are in place, prioritising toxicity-based differentiation for pesticides and nitrogen-content calibration for fertilisers. Air-pollutant charges should focus on large permitted sources, with modest top-ups and performance-based rebates tied to adoption of best available techniques.
Concrete safeguards can contain distributional and competitiveness impacts. For households, introduce a lifeline block for essential water use and cap year-on-year increases in municipal water and waste bills, financing the cap from environmental receipts while preserving the marginal price signal above the lifeline. Provide automatic bill credits for low-income customers and targeted support for island households facing high service costs. For farmers, pair any fertiliser or pesticide charge with time-limited rebates conditional on precision application, nutrient budgeting and integrated pest management, and offer technical assistance to maintain yields during the transition. For trade-exposed industrial sites, use temporary, technology-neutral investment support for abatement and process optimisation that keeps the ongoing price signal intact. In aggregates, couple the extraction charge with public procurement standards for recycled content and fast-track certification for secondary materials so that policy pull offsets cost push.
Implementation should be tied to enabling infrastructure and better data. Expand metering and reporting for smaller abstractions and dischargers using standard coefficients and periodic audits to keep administrative burdens proportionate. Strengthen digital waste tracking and enforcement to deter illegal dumping as price signals rise. Coordinate closely across the finance, environment and interior ministries and with regions and municipalities to align tax design with investment timelines and to avoid regional disparities that could erode public trust.
Transparent communication will be essential. Publish an annual “green dividend” report that shows where every euro goes and the outcomes achieved: river stretches upgraded in status, leakage reductions, recycled-aggregate shares in public works, landfill diversion rates, and measured declines in pollutant loads. Framing the reforms as a fairness agenda — polluters pay, revenues reduce other burdens and fund tangible local improvements — will be critical to social licence.
In sum, Greece can advance a focused package that prioritises wastewater and water abstraction, strengthens landfill signals with the necessary waste-system investments, calibrates extraction charges to support circular materials, and introduces targeted product and air instruments where gaps remain. If phased predictably and supported by visible revenue recycling and practical safeguards, these measures can deliver meaningful environmental gains and stable revenues while protecting competitiveness and social fairness.
[bookmark: _Toc214008888]Hungary
[bookmark: _Toc214008889]Overview of existing environmental taxes
Environmental taxes in Hungary amounted to 2.2% of GDP in 2023, slightly above the EU average. While revenues have increased in absolute terms over the past 15 years, their relative importance in the economy has declined. Total environmental tax revenue reached EUR 3.37 billion in real terms in 2023, representing a 39.3% increase since 2009[footnoteRef:422]. Over the same period, however, the ratio of environmental taxes to GDP fell by 17.5%. In 2023, energy and transport taxes accounted for the majority of revenues (around 80.9% and 13.9%, respectively), while pollution and resource taxes contributed 4.8% and 0.3%, respectively. [422:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 39.3%    increase refers to growth in constant prices over 2009–2023.] 
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	Figure A6-36: Total environmental tax revenue in Hungary (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 34.9% of GDP, down by 3.9 percentage points from 38.8% in 2009. Environmental taxes represented 6.2% of total tax revenue in 2023, compared with 6.8% in 2009 — a decrease of 0.6 percentage points over the period. In absolute terms, the strongest decline was recorded in resource tax revenues, which fell by 51.8%.
	
[image: ]


	Figure A6-37: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes in Hungary  



[bookmark: _Toc214008890]Pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 161.9 and 12.4 billion euros. In absolute terms, this amounts to an increase of pollution tax revenue by 20.5% and a decrease in resource tax revenue by 26.8% over 15 years (2009-2023). However, in terms of GDP-ratios, pollution taxes decreased by 28.7% while resource taxes decreased by 56.8% (Figure 7‑1). In 2023, pollution and resource tax revenues accounted for — respectively — 4.8% and 0.3% of the total environmental tax revenues.
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	Figure A6-38: Resource and pollution tax revenues in Hungary (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 



List of pollution and resource taxes and revenue shares
	Table A6-68:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Waste disposal contribution
	430.8
	39.2
	100%



	Table A6-69:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Environment protection fees on imported products
	26.3
	6.59
	3.5%

	Environment protection fees
	2,617.7
	174.51
	88.8%

	Forestry fund tax
	3.6
	0.60
	0.3%

	Fishing development contribution
	N/A
	N/A
	N/A

	Tax for protection of wild animals
	N/A
	N/A
	N/A

	Land protection contribution
	223.8
	14.92
	7.6%



	Table A6-70:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Environmental pollution tax
	296.2
	19.75
	91.4%

	Environmental pollution tax
	28.0
	1.87
	8.6%



	Table A6-71: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Latest revenue (€ million)[footnoteRef:423] [423:  	Sources include OECD PINE database, Eurostat, and government websites.] 


	Taxes on polluting products
	111.2 (2023)

	Load charges (air, water, soil)
	11.7 (2023)

	Mining/resources tax
	297.98 (2024)

	Charge on municipal waste collection and treatment
	

	Wastewater user charges
	

	Charge on water abstraction, Water resource levy
	36.83 (2012)

	Charge on hazardous waste and non-hazardous waste - Environmental insurance
	

	Forest protection fee
	0.12 (2012)



The Landfill Tax was established by the Hungarian Government in 2012 through Act CLXXXV of 2012 on Waste and is further detailed in Government Decree No. 104/2013 (IV. 5.). Its main purpose is to reduce environmental impacts from landfilling of waste, and to encourage reduction, reusing and recycling of waste[footnoteRef:424]. The landfill tax is applied nationally, and the standard rate has been EUR 14.87 (6,000 HUF) since 2014, after being doubled after the first year of implementation. It was planned to be increased to 12,000 HUF by 2016, but this was halted, and the fee has remained unchanged since then. The tax is paid by landfill operators, who may pass the cost on to waste producers through disposal fees, therefore mainly targeting municipal solid waste[footnoteRef:425]. The tax includes some exemptions for non-hazardous waste residues resulting from incineration processes, inert waste, and specific industrial by-products[footnoteRef:426]. In 2023, the landfill tax generated a revenue of EUR 42.3M[footnoteRef:427]. [424:  	https://net.jogtar.hu/jogszabaly?docid=a1200185.tv]  [425:  	https://www.eea.europa.eu/publications/many-eu-member-states/hungary/view]  [426:  	The tax includes some exemptions for non-hazardous waste residues resulting from incineration processes, inert waste, and specific industrial by-products]  [427:  	https://www.ksh.hu/stadat_files/gdp/hu/gdp0025.html.] 

The Mining Royalty (bányajáradék) is a fee paid for mining activities, set out in Act XLVIII of 1993 on Mining. The royalty is paid by mining enterprises to the Hungarian state for the right to extract mineral resources, which are all considered as state property as long as they are under the ground. Upon extraction, ownership of the resources shifts to the mining enterprise, if the mining royalty has been paid. The act is aimed at mining enterprises that extract mineral resources and raw materials, such as natural gas or coal, but also includes the extraction of geothermal energy. The royalty is based on the value and volume of the extracted materials, and the rate depends on the type of material. Some of the rates are: 0% for coal, 2% for geothermal energy, 5% for non-metallic mineral raw materials which are not energy sources. The rate for natural gas and petroleum are dependent on the market-price of the product: the higher the market price, the higher the royalty rate. The revenue of the royalty is not earmarked to any environment-related activities. Some exemptions apply to extractions that do not exceed 500 m3, public infrastructure projects, while geothermal projects also have some specific exemptions, depending on the purpose and extraction method[footnoteRef:428]. [428:  	https://net.jogtar.hu/jogszabaly?docid=99300048.tv] 

Fees and other related instruments
The Environmental Pollution Fee, or Environmental Impact Fee, is a national charge established under Act LXXXIX of 2003, applied to point-source emissions of nitrogen oxides, sulphur oxides and non-toxic dust, primarily from industry and power generation. While the instrument is well established and generates a stable stream of revenue, its environmental effectiveness is limited. The current rate levels are low relative to the marginal damage caused by these pollutants, and have not been updated regularly to reflect inflation or rising environmental costs. As a result, the fee acts more as a revenue-raising mechanism than as a dissuasive incentive to reduce emissions. Available evidence suggests that emission reductions over the past decade have been driven mainly by EU-level regulations and industrial modernisation rather than by the price signal of the fee itself.
From a policy perspective, this implies that the fee’s design could be strengthened. Increasing the rate levels—in line with benchmark values used in other Member States—and linking them explicitly to pollutant loads or emission intensity would enhance their incentive effect. Introducing differentiation by pollutant type and sector, and adjusting rates annually to maintain their real value, would also improve efficiency. Conversely, if the administrative cost of maintaining the current system is high relative to its environmental impact, consolidation with other air pollution charges could be considered.
In the recommendation section, it would therefore be appropriate to note that while the Environmental Pollution Fee provides a useful fiscal base, its rates should be increased and its structure refined to achieve meaningful behavioural change. Complementary measures—such as investment support for abatement technologies and stronger monitoring—would further improve the instrument’s cost-effectiveness.
It has been implemented as of 2004, is applied nationwide to operators who release measurable pollutants. Rates vary between pollutants and whether it is air, soil or water that is polluted. For solid, non-toxic pollution into the air the fee is EUR 0.07 per kg, while for NOx it is EUR 0.30 per kg. The rate is then multiplied by the total amount polluted in a year to get the charge. When the charges were introduced in 2004, only 40% of the charge had to paid, increasing to 100% in 2008. Some exemptions apply to district heating, emitters in emergency situations, and small-scale domestic emitters[footnoteRef:429]. For water pollution the rate varies from EUR 10.92 per kg of copper, to EUR 545.82 per kg of mercury. For soil pollution the charge is EUR 2.97 per m3. Exemptions exist for district heating service providers and residential combustion plants operated by budgetary bodies[footnoteRef:430]. Altogether the fees generated a revenue of EUR 11.7M in 2023. [429:  	https://ieep.eu/wp-content/uploads/2022/12/HU-Air-Pollution-Charge-final-1-1.pdf]  [430:  	https://net.jogtar.hu/jogszabaly?docid=A0300089.TV] 

The Environmental Product Charge was established by the Hungarian Parliament through Act LXXXV of 2011. It aims to raise funds for preventing and reducing negative environmental effects of certain products that endanger the environment during their production, marketing or utilization. At the same time, it promotes the sustainable management of natural resources. The charge targets different types of products, such as batteries, packaging materials, petroleum products, electronic equipment and rubber tires. The geographical scope of the charge is nation-wide, and it is largely paid by the entities that manufacture, distribute or import the products. Through the same Act the Product Fee Board is established, which helps set the product fees[footnoteRef:431]. The charges vary from EUR 0.027 per kg of soap, to EUR 4.72 per kg of plastic carrier bags. Some exemptions exist for “very small amount” issuers, who stay under a certain threshold. Some thresholds are 40 kg of petroleum products, 75 kg of plastic bags, or 200 kg of other chemical products[footnoteRef:432]. The revenues of the product charge fall under the Environment Protection Fee and has had an average revenue of EUR 174.51. In 2023, the law was significantly relaxed, the reason being that the parallel implementation of an extended producer responsibility scheme, that was introduced following an EU directive[footnoteRef:433]. As the EPR scheme and the product charges would have meant a double burden for producers, the latter was relinquished. Nonetheless, EPR charges fund the services of a concession company and just a fraction of them goes to the government, hence they no longer qualify as taxes[footnoteRef:434]. [431:  	https://www.fao.org/faolex/results/details/en/c/LEX-FAOC106203/]  [432:  	https://net.jogtar.hu/jogszabaly?docid=a1100085.tv]  [433:  	https://www.rsm.hu/blog/epr-vagy-kvdt-termekdij]  [434:  	https://nav.gov.hu/ado/afa/20243.-Adozasi-kerdes---A-kiterjesztett-gyartoi-felelossegi-EPR-dij-es-az-onkormanyzatokat-az-EPR-dijbol-megilleto-osszeg-afa-megitelese] 

In addition to the pollution fee for water, a number of laws apply to the use and consumption of water. Hungary also applies a Wastewater User Charge, which is a fee paid by the owner of an estate for the usage of sewers on the area of the estate. The regulation, authorized under the Act LXXXVII of 1990, aims to regulate pricing for water supply and sewerage services[footnoteRef:435]. The fees for the consumer are different per region, but in the region of Budapest the wastewater user charge contains a basic fee and a channel usage fee. The basic fee depends on the flow diameter of the connection to the sewers and can vary from EUR 5.42 to EUR 3,931.65, and the channel usage fee is EUR 0.94 per m3 for residential users and EUR 2.89 for non-residential users[footnoteRef:436].  [435:  	https://net.jogtar.hu/jogszabaly?docid=99900047.khv]  [436:  	https://www.fcsm.hu/ugyfelszolgalat/budapest/dijkalkulator] 


The Land Protection Charge was established through the Act CXXIX of 2007, which has the goal to protect the quality of agricultural land by discouraging the conversion of arable land to non-agricultural uses. The charge is paid when agricultural land is used for other purposes such as urban development, whether it be temporary or permanent. The size of the charge depends on the size of the land, the quality, and what type of new use is applied. The minimum charge given is EUR 148.72, and the rate of the charge can vary from EUR 74.36 to EUR 2478.74[footnoteRef:437]. The revenue generated from this charge goes directly to the general state budget, and in 2023 the revenue was EUR 12.5M. [437:  	https://www.fao.org/faolex/results/details/en/c/LEX-FAOC097377] 


An activity that requires a permit is the catching of fish and fish farming, which is regulated in Act CII of 2013 on Fisheries Management and Fish Protection. The fishing rights are granted by the Ministry of Agriculture, and is for both commercial and recreational fishing[footnoteRef:438]. Fishing rights are managed at the regional level, resulting in different prices depending on the specific area. For example, in the Ráckevei Danube branch, an annual general permit for a Hungarian adult citizen is approximately EUR 165 (HUF 67,000), while a 24-hour general youth permit is around EUR 7.50 (HUF 3,000)[footnoteRef:439]. In addition to fishing permits, individuals who want to hunt in Hungary must obtain hunting rights leases, as regulated by Act LV of 1996 on Wildlife Protection, Wildlife Management and Hunting. The act outlines provisions for hunting rights, the protection of certain species and their habitats, and the responsibilities of hunters. For 2025 and 2026, the national hunting license fee is approximately EUR 60 (HUF 25,000)[footnoteRef:440]. [438:  	https://net.jogtar.hu/jogszabaly?docid=a1300102.tv]  [439:  	https://rdhsz.hu/index.php/2-uncategorised/1083-angling-regulations-for-year-2025-in-english?]  [440:  	https://www.omvk.hu/hir/vadaszjegyervenyesites-2025-2026?] 

In contrast to the different forms of environmental taxation, the Hungarian government also provides some environmentally harmful subsidies. Most notably, the fuel tax refund for agriculture incentivizes the use of diesel for farmers and fisherman, by making it relatively cheaper than a more sustainable alternative. Without the subsidy, diesel prices would be 26.8% higher for the first 97 litres per hectare. Another environmentally harmful subsidy identified in Hungary is the excise tax exemption for natural gas[footnoteRef:441]. The share of fossil fuel subsidies of the total energy subsidies is one of the highest in the EU, at more than 60%. Looking at the phasing out of these fossil fuel subsidies, Hungary’s subsidies almost entirely (>99%) have an end date after 2030 or no end date at all[footnoteRef:442]. [441:  	https://op.europa.eu/publication-detail/-/publication/fb3eccdc-1f68-11ed-8fa0-01aa75ed71a1]  [442:  	https://www.e3g.org/wp-content/uploads/E3G-Briefing-NECP-gas-analysis-Hungary.pdf] 


Conclusions, country-specific recommendations and reform progress
In the 2024 Country Specific Recommendations of the Council of the European Union, Hungary is said to be heavily dependent on fossil fuels, mostly from Russia. As Hungary has one of the highest share of fossil fuel subsidies as a share of its GDP, the Council recommends reducing overall reliance on fossil fuels and increasing the efforts to phase out the fossil fuel subsidies. Additionally, the tax burden in Hungary lays disproportionality on low-income groups[footnoteRef:443]. This creates potential to shift this tax burden to polluters to better reflect the ‘polluter pays’ principle. The 2025 CSRs also recommend to phase-out economically inefficient subsidies, including the excuse tax refunds for diesel used in agriculture and the VAT reduction for natural gas use in district heating. At the same time, reinforcing administrative capacities can enhance water resilience, while investing in waste treatment capacities can improve circularity efforts in Hungary[footnoteRef:444]. [443:  	https://commission.europa.eu/publications/2024-european-semester-country-specific-recommendations-commission-recommendations_en]  [444:  	https://commission.europa.eu/publications/2025-european-semester-country-specific-recommendations-commission-recommendations_en] 


With a landfill tax of approximately EUR 15, Hungary has one of the lowest landfill taxes in the EU. By increasing the landfill tax, as was originally planned, to EUR 30, Hungary could create stronger economic incentives to divert waste from landfilling, supporting recycling and reducing waste production. However, if the increase happens, Hungary’s landfill tax would still be lower than the average landfill tax in the EU[footnoteRef:445] [445:  https://www.eea.europa.eu/en/analysis/maps-and-charts/overview-of-landfill-taxes-on] 

[bookmark: _Toc214008891]Potential for implementing additional environmental taxes 
The 2016 Eunomia/IEEP report recommended to raise the landfill tax for non-hazardous wastes to EUR 50 per tonne in 2019, indexing rates so that the tax would remain constant in real terms afterward. As Hungary’s landfill tax is still considerably lower, this recommendation continues to be relevant today. In 2023, the European Commission also recommended increasing Hungary’s landfill tax, as well as implementing pay-as-you-throw schemes[footnoteRef:446]. [446:  Hungary, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/51662] 

Hungary’s mining royalties were also deemed too opaque, and the report suggested to complement them with a tax on aggregates – especially if the landfill tax did not provide the necessary incentives for finding alternative ways of using construction wastes.
In addition, an incineration tax was recommended to encourage circularity instead of simply shifting from landfill to incineration. The suggested rate amounted to up to EUR 15 per tonne by 2019, with an equivalent rate for MBT facilities. This continues to be relevant as no incineration tax exists in Hungary to date.
The report also suggested increasing taxation on single-use plastic bags to EUR 0.06 in 2016, keeping the rate constant thereafter, and to raise charges for water abstraction and wastewater services.
Air pollution taxes were identified as particularly relevant given high levels of air pollution in many Hungarian cities (Eunomia/IEEP, 2016). Finally, taxes on pesticides and fertilisers were also suggested. None of these have been implemented to date. 
[bookmark: _Toc214008892]Impacts and feasibility of implementing new taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Hungary’s environmental tax framework is uneven. Energy-related instruments and selected product fees are established, but non-energy taxes on pollution and resource use are limited in scope or set at levels that send weak price signals. The modelling indicates substantial scope for improvement under both scenarios, with the strongest environmental gains associated with higher landfill charges and the introduction (or strengthening) of wastewater effluent and minerals extraction taxes. Under Scenario A, reductions in waste to landfill and in mineral extraction are pronounced, while a benchmarked effluent charge yields measurable declines in pollutant loads. Product-based instruments on fertilisers and pesticides deliver moderate reductions in nutrient surplus and pesticide pressure, and calibrated air-pollutant charges (NOx, SO₂, PM₂.₅) secure incremental abatement from large point sources. Scenario B follows the same pattern at smaller magnitudes. Revenues scale accordingly: minerals and wastewater account for the largest fiscal uplift, with additional but more modest receipts from landfill and product taxes.
Total revenues from the investigated taxes could rise by €638 million in 2030 and €654 million in 2035, respectively 2.9 and 3.0 times the revenues for pollution and resource taxes in 2023. The greatest gains are from water abstraction (43%), waste to landfill (30%) and water effluent (16%).  The other large contributors are pesticide and fertilizer taxes. No contribution is made from minerals aggregates as it they are already taxed at above the investigated minimum rates.  Reduction in emissions or use of materials is greatest for pesticides and waste to landfill (33% each), SO2 (29%), fertilizers (24%), and SO2 (26-28%).
	Table A6-72: Environmental Impacts and Revenue Changes in Hungary – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,48
	0,45
	0,21%
	0,20%

	SO2
	-32,43%
	-32,43%
	4,31
	3,38
	1,91%
	1,50%

	PM2.5
	-29,58%
	-29,58%
	2,44
	1,97
	1,08%
	0,87%

	Water Abstraction
	-5,95%
	-5,95%
	277,21
	293,80
	2100,10%
	2225,74%

	Fertilizers
	-23,96%
	-23,96%
	19,25
	19,02
	8,53%
	8,42%

	Pesticides
	n/a
	n/a
	55,81
	55,64
	24,72%
	24,64%

	Waste Incineration
	-20,00%
	-20,00%
	1,51
	1,67
	0,67%
	0,74%

	Waste to Landfill
	-32,96%
	-32,96%
	185,53
	187,80
	82,17%
	83,18%

	Water Effluent
	-2,59%
	-2,59%
	114,65
	113,39
	50,78%
	50,22%

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%



	Table A6-73: Environmental Impacts and Revenue Changes in Hungary – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,02
	0,01
	0,0%
	0,0%

	SO2
	-8,11%
	-8,11%
	0,15
	0,11
	0,1%
	0,1%

	PM2.5
	-7,39%
	-7,39%
	0,80
	0,65
	0,4%
	0,3%

	Water Abstraction
	-1,16%
	-1,16%
	57,00
	60,41
	431,8%
	457,7%

	Fertilizers
	-5,99%
	-5,99%
	5,95
	5,88
	2,6%
	2,6%

	Pesticides
	n/a
	n/a
	29,47
	29,39
	13,1%
	13,0%

	Waste Incineration
	-8,31%
	-8,31%
	0,72
	0,80
	0,3%
	0,4%

	Waste to Landfill
	-18,36%
	-18,36%
	78,15
	79,11
	34,6%
	35,0%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%



Administrative feasibility is mixed. Hungary has the core permitting and monitoring architecture to levy charges on large installations, municipal services and major abstractions, but data coverage is thinner for smaller dischargers, diffuse pollution and parts of the waste chain. Scaling taxes to new bases, especially effluent loads and agricultural inputs, will require improved measurement and verification, clearer reporting rules and strengthened enforcement. Capacity constraints at municipal level and in smaller utilities also merit attention if higher environmental charges are to translate into real investments rather than simple tariff pressure.
Distributional and political risks are real and must be anticipated. Household affordability remains a concern, particularly where water and waste bills absorb a larger share of income; sharp increases could trigger resistance unless revenues are visibly recycled. Competitiveness concerns will surface in quarrying and construction materials, basic manufacturing and chemicals, and irrigated agriculture. Without careful sequencing there is a risk of unintended substitutions: diversion from landfill to incineration or informal disposal if sorting and treatment capacity lags, or shifts to cheaper but more damaging inputs in agriculture.
These risks are manageable with phased implementation, targeted recycling and credible reinvestment. Rates should be ramped up over several years with pre-announced steps to allow firms, utilities and municipalities to plan and invest. A defined share of incremental receipts should reduce distortionary taxes on labour for low and middle earners, provide lump-sum bill credits for vulnerable households, and co-finance projects that cut bills and emissions. In water policy this means leak reduction, process optimisation and tertiary treatment; in waste, funding for separate collection, sorting and high-quality recycling; in industry, support for best available techniques and process efficiency. Communication should be explicit about how every forint raised is used, linking receipts to tangible outcomes (river stretches upgraded in status, leakage reduced, recycling rates increased, air-quality hotspots improved).
Given the modelling and national context, the following taxes should be treated as priorities to consider and, where applicable, to strengthen.
First, a predictable escalator for landfill aligned with the benchmark, introduced alongside investment in sorting, reuse and treatment so that diversion is feasible at reasonable cost. Enforcement and digital waste tracking should be tightened to deter illegal dumping as price signals rise. Second, a wastewater effluent charge based on pollutant loads (starting with BOD₅, with scope to add nutrients where monitoring is robust), linked to performance contracts for utilities and co-funding of tertiary treatment and water reuse. This aligns the price signal with investable projects and moderates tariff impacts. Third, a minerals extraction tax on sand, gravel and crushed stone, phased in at benchmark levels and paired with incentives for secondary aggregates. Public procurement standards recognising certified recycled materials will help pull demand towards circular options and contain cost pass-through in construction. Fourth, product-based instruments: a nitrogen-content fertiliser tax calibrated to relative price levels and paired with advisory services and co-financed precision-application equipment; and a pesticide instrument differentiated by toxicity with simple compliance rules. Time-limited rebates conditional on adoption of best practices can protect yields while reducing pollution. Fifth, air-pollutant charges (NOx, SO₂, PM₂.₅) focused on large permitted sources, using modest top-ups and performance-based rebates tied to uptake of best available techniques rather than broad exemptions.
Water abstraction pricing should be considered selectively where scarcity or local pressure justifies it. If introduced, rates should vary by catchment conditions to sharpen incentives where they matter most and remain conservative where stress is low.
Concrete safeguards can contain distributional and competitiveness impacts. For households, introduce a lifeline block for essential water use and cap year-on-year increases in municipal water and waste bills, financing the cap from environmental receipts while preserving the marginal signal above the lifeline. Provide automatic bill credits for low-income customers and targeted support in rural municipalities with higher service costs. For farmers, pair any fertiliser or pesticide charge with time-limited rebates conditioned on nutrient budgeting, precision application and integrated pest management, and offer technical assistance to reduce transition risk. For trade-exposed industrial sites, use temporary, technology-neutral investment support (accelerated depreciation or investment tax credits) for abatement equipment and process optimisation that keeps the ongoing price signal intact. In aggregates, complement the extraction charge with fast-track certification for secondary materials and recycled-content requirements in public projects so that policy pull offsets cost push.
Implementation should be tied to enabling infrastructure and better data. Extend metering and reporting to smaller abstractions and dischargers using standard coefficients and periodic audits to keep administrative burdens proportionate. Strengthen inspections and sanctions to deter illegal dumping and under-reporting. Coordinate closely across finance, environment and sectoral ministries and with municipalities to align tax design with investment timelines and to avoid regional disparities that could erode public trust.
In sum, Hungary can advance a focused package that prioritises wastewater, landfill and minerals, adds targeted product and air instruments where gaps remain, and applies abstraction pricing only where local conditions warrant it. If phased predictably and supported by visible revenue recycling and practical safeguards, these measures can deliver meaningful environmental gains and stable revenues while protecting competitiveness and social fairness.
[bookmark: _Toc214008893]Ireland
[bookmark: _Toc214008894]Overview of environmental taxes in Ireland
Environmental taxes in Ireland amounted to around 1% of GDP in 2023, well below the EU average. While revenues have increased modestly in absolute terms over the past 15 years, their relative importance in the economy has fallen sharply. Total environmental tax revenue reached EUR 4.57 billion in 2023 (Figure A6-36), representing a 20.1% rise since 2009 (Figure A6-37)[footnoteRef:447]. Over the same period, however, the ratio of environmental taxes to GDP dropped substantially, from 2.3% in 2009 to 1% in 2023. In 2023, revenues were primarily derived from energy and transport taxes (around 61.3% and 38.5%, respectively), while pollution and resource taxes contributed only 0.19% and 0.007% respectively. [447:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 20.1%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201233075][bookmark: _Ref197521684]Figure A6-36: Total environmental tax revenue in Ireland (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 



In 2009, Ireland’s tax-to-GDP ratio was 28.7%. By 2023, total tax revenue (including net social contributions) accounted for 22.6% of GDP, a decline of 6.1 percentage points. Environmental taxes represented 7.92% of total tax revenue in 2009, falling to 4.3% in 2023 — a decrease of 3.62 percentage points over the period.
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	[bookmark: _Ref201233103]Figure A6-37: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 


[bookmark: _Toc214008895]Existing pollution and resource taxes
In 2022, pollution and resource tax revenues reached 16.5 and 1.3 million euros respectively. The projected values for 2023 are 8.63 and 0.25 million euros respectively. These amount to decreases in absolute terms of — respectively — 84.2% and 82.5% over 15 years (2009-2023). The decline reflects several underlying drivers. First, the phasing out or reduction of certain legacy pollution charges, particularly those related to waste and emissions, has significantly narrowed the tax base. Second, regulatory and technological improvements in industrial processes and waste management have reduced taxable emissions, thereby lowering revenues. Third, rates have not been adjusted for inflation or changing environmental costs, meaning the real value of receipts has steadily eroded. Finally, no new pollution or resource taxes have been introduced to replace declining revenue streams, while many existing instruments have become administratively dormant or limited to specific sectors. Moreover, in terms of GDP-ratios, pollution taxes decreased by 94.4% while resource taxes decreased by 93.8% (Figure A6-37). In 2023, pollution and resource tax revenues accounted for — respectively — 0.2% and 0.005% of the total environmental tax revenues. In 2022, 58% of pollution tax revenues were paid by households and 42% by economic activities[footnoteRef:448]. Meanwhile, 64% of resource tax revenues were paid by households and 17% by economic activities[footnoteRef:449]. [448:   [env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)]  [449:   [env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)] 
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	Figure A6-38: Resource and pollution tax revenues in Ireland (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years  



List of pollution and resource taxes and revenue shares
	Table A6-74:  Waste taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Plastic bag levy 
	154.2
	10.3
	26.4%

	Landfill levy 
	428.9
	28.6
	73.5%


 
	Table A6-75:  Resource taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Fisheries levy 
	18.0
	1.2
	100%



Plastic bag levy: The plastic bag levy is charged on the purchase of plastic bags. It was introduced in 2002[footnoteRef:450]. The retailers who supply these bags to customers charge this levy at the point of sale. The current rate is €0.22 per shopping bag. This levy is then paid to Revenue, who collect it on behalf of the Department of the Environment, Climate and Communications. The proceeds from this levy go to the Circular Economy Fund, which finances initiatives to reduce waste and promote the reuse and recycling of goods[footnoteRef:451]. Overall, the costs of implementing the levy have been modest. There were one-off costs of €1.2 million for new computer systems and other resources, and €358,000 for the information campaign. Around three percent of the revenues are earmarked to cover the running administrative costs of the levy[footnoteRef:452]. [450:   Policy Instruments for the Environment (PINE) Database | OECD]  [451:   Taxes in Europe Database v4 - Indirect taxes - Other Indirect]  [452:   IEEP (2014) 'Environmental tax reform in Europe: Opportunities for the future'] 


Prior to the introduction of the plastic bag levy, the government launched an extensive national publicity campaign which conveyed the message that revenues from the levy would be used for environmental purposes. This helped overcome resistance to the levy among the public and retailers. Moreover, the government undertook extensive advance consultation on the design and implementation of the levy with the public, the Irish Business and Employers’ Confederation, and leading retailers which helped increase support for the policy[footnoteRef:453].  [453:  	IEEP (2014) 'Environmental tax reform in Europe: Opportunities for the future'] 


The levy has been quite successful in inducing behavioural change and reducing the amount of plastic bags purchased in Ireland. Before the introduction of the levy, plastic bag usage was estimated to be 328 bags per capita. By 2012, this had fallen to 14 bags per capita. Moreover, the amount of plastic bags in marine litter decreased from five percent in 2001 to 0.25 percent in 2010[footnoteRef:454]. The levy raised a revenue of €23.5 million in 2009, and this had fallen to €2.9 million by 2023[footnoteRef:455]. This decrease in the revenue numbers reflects the decreased purchase of plastic bags in Ireland. The retailers find the effects of the levy to be either neutral or positive. In most cases, the additional costs of implementation have been less than their savings from not having to purchase plastic bags, and the book-keeping is integrated with VAT returns. The consumers have indicated that the levy has caused some expense, but they believe that the impact on the environment has been positive[footnoteRef:456].  [454:  	IEEP (2014) 'Environmental tax reform in Europe: Opportunities for the future']  [455:  	https://data.cso.ie/table/ETA03]  [456:  	IEEP (2014) 'Environmental tax reform in Europe: Opportunities for the future'] 


Landfill levy: The landfill levy, introduced in 2002, is designed to encourage the diversion of waste away from landfills and to generate revenues that can be applied in support of waste minimisation and recycling initiatives. All levies are remitted to the Environment Fund. The levy is paid by the holder of a waste licence in relation to disposal of waste at an authorised landfill facility. There are also provisions in the legislation to charge the levy for disposal activity at unauthorized landfill facilities. The levy is paid to the relevant local authority within four weeks of the end of an accounting period, and the total amount (net of retention amount) is remitted to the Environment Fund[footnoteRef:457]. The tax rate is €85 per tonne of waste[footnoteRef:458]. Several exemptions apply, including for non-hazardous construction and demolition waste, excavation spoil, stabilised waste arising from the composting of the biodegradable fraction of municipal waste, and waste from street cleaning[footnoteRef:459]. The levy has been effective as the disposal of waste to landfills stood at over 80% in 2001 and had dropped considerably to 14% by 2018[footnoteRef:460]. This is also reflected in the revenues for the levy, which stood at €31.9 million in 2009, and had fallen to €5.4 million in 2023.[footnoteRef:461] This is despite the levy rate being much lower in 2009 (€30 per tonne) than 2023 (€75 per tonne, with an increase to €85 per tonne on 1 September 2023[footnoteRef:462])[footnoteRef:463].  [457:  	Taxes in Europe Database v4 - Indirect taxes - Other Indirect - Generic part]  [458:  	Policy Instruments for the Environment (PINE) Database | OECD]  [459:  	Publications Office of the EU (2016) ‘Study on assessing the environmental fiscal reform potential for the EU28’]  [460:  	Information Note on Landfill Levy in Ireland]  [461:  	https://data.cso.ie/table/ETA03]  [462:  	Introduction of new environment levies will incentivise recycling and help Ireland meet our EU waste targets]  [463:  	Information Note on Landfill Levy in Ireland] 


Fisheries levy: The fisheries levy, introduced in 2000, is a tax on the harvesting of fish. While revenues from the fisheries levy are reported by the Central Statistics Office of Ireland, it has been challenging to find further information on the levy. The annual tax revenues have not seen much fluctuation year to year with the average tax collection being €1.2 million per annum. 
Fees and other related instruments  
In Ireland, there are two fees that aren’t classed as taxes according to the PINE database[footnoteRef:464]. Note, PINE defines fees as compulsory requited payments to the government that are levied more-or-less in proportion to the services provided. In this database, the terms “fees” and “charges” are used interchangeably. The main difference between taxes and fees/charges is the type of beneficiary: fees are paid for government services directed at a specific beneficiary, while taxes are used to raise revenue to fund government expenditure. These include:  [464:  	Policy Instruments for the Environment (PINE) Database | OECD] 

· Fishery harbour centre charge which was implemented in 2012[footnoteRef:465]  [465:  	S.I. No. 214/2012 - Fishery Harbour Centres (Rates and Charges) Order 2012.] 

· Good laboratory practice accreditation fee which was implemented in 2004 

Ireland also introduced a waste recovery levy in September 2023. The rate was set at €10 per tonne[footnoteRef:466]. The goal of this levy is to encourage higher value waste management practices by moving material management up the waste hierarchy from waste recovery to more recycling and re-use and to encourage greater efforts to segregate waste at source[footnoteRef:467]. This levy is not yet reported by the Irish CSO in its pollution taxes data, however, given how recently this was introduced, it might be included once the CSO publishes 2024 data.  [466:  	Introduction of new environment levies will incentivise recycling and help Ireland meet our EU waste targets]  [467:  	Waste Recovery Levy | Fingal County Council] 

Conclusions, country-specific recommendations and reform progress  

Ireland’s tax system is centralized and there are no notable regional variations. The Office of the Revenue Commissioners is responsible for revenue collection. Pollution and resource taxes comprise a very small share (0.2%) of the total environmental taxes collected in 2023. However, these taxes, particularly the plastic bag levy and the landfill levy, have been highly effective in inducing behavioural change. The low revenue numbers can be interpreted as the policies having the intended effect of reducing waste. 
In 2012, Ireland launched its National Sustainable Development Strategy[footnoteRef:468]. This strategy proposed the development in the long term (>10 years) of a Framework for Environmental Tax Reform which would support a ‘gradual shift of the tax base away from taxing what we want more of, such as investment and labour, towards taxing what we want less of, such as pollution’ as well as ‘Shifting the Fiscal Focus towards the Green Economy’. Shifting this focus meant that over the longer term, the government would rationalise and phase out environmentally or economically harmful subsidies, including on fossil fuels, while taking into account the impact of such measures on the most vulnerable groups[footnoteRef:469]. The launch of this strategy was a positive indication of the interest in environmental tax reform in Ireland. The major policy document published by the government since then was the National Development Plan 2021-2030[footnoteRef:470]. This plan, published in 2021, mentions using revenues from the carbon tax to achieve decarbonisation, however, there is no mention of any pollution or resource taxes. The only new charge that has been introduced since 2012 is the waste recovery levy discussed above. The country passed legislation to introduce an environmental levy in 2022 focusing on single use items, however, the levy has not been put into effect yet (further details in the section below).   [468:  	IEEP (2014) 'Environmental tax reform in Europe: Opportunities for the future']  [469:  	Our Sustainable Future Irish framework.pdf]  [470:  	National Development Plan 2021-2030.pdf] 

Overall, the level of revenue raised from environmental taxation in Ireland is far below the EU average[footnoteRef:471]. Total environmental taxes amounted to EUR 4.4 billion in Ireland in 2022, equivalent to 0.9% of its GDP (EU average: 2.0%). Energy taxes formed the largest component of environmental taxes, accounting for 0.5% of GDP, which is lower than the EU average of 1.6%. Transport taxes, at 0.4% of GDP, were around the EU average (0.4%). Pollution and resources taxes account for only 0.4% of environmental taxes, which is less than 0.01% of GDP. According to the Ireland country-specific report published as part of the 2025 European Semester Spring Package[footnoteRef:472], Ireland has only implemented two of the six main types of pollution and resources taxes (i.e. taxes on waste landfilling and plastic products). The report suggests that there is still scope for expanding waste disposal taxes (including on incineration) and implement the four other types of environmental taxes (i.e. taxes on NOx emissions, waste discharge into water, fertilisers and pesticides). This would further align the country’s environmental taxes with the EU’s ‘polluter pays’ principle. [471:  	https://economy-finance.ec.europa.eu/document/download/7ec5fe18-b881-4140-b86a-7b22cb7a8580_en?filename=IE_CR_SWD_2025_207_1_EN_autre_document_travail_service_part1_v3.pdf]  [472:  	https://economy-finance.ec.europa.eu/document/download/7ec5fe18-b881-4140-b86a-7b22cb7a8580_en?filename=IE_CR_SWD_2025_207_1_EN_autre_document_travail_service_part1_v3.pdf] 

[bookmark: _Toc214008896]Potential for new environmental taxes
Hogg et al. (2016) identified several areas where Ireland could expand the use of pollution and resource taxes to strengthen environmental outcomes and promote circularity. Nearly a decade later, most of these recommendations remain unimplemented, although some relevant policy developments have taken place.
The report recommended the introduction of an aggregates tax at a rate of €2.40 per tonne to reduce the environmental burden of raw material extraction and stimulate the use of recycled materials. Such a measure would align with the EU’s circular economy objectives by increasing the price of virgin materials, encouraging material efficiency and lowering long-term costs for businesses. The tax was envisaged to cover materials such as marble, chalk, dolomite, slate, limestone, gypsum, sand and gravel, and to be maintained in real terms over time. As of 2025, however, Ireland has not considered or implemented an aggregates tax, and construction aggregates remain untaxed.
In the field of air pollution, Hogg et al. (2016) proposed introducing new taxes on key pollutants to improve air quality, with rates of €1,000 per tonne for nitrogen oxides (NOx) and volatile organic compounds (VOCs), €1,000 per tonne for sulphur oxides (SOx), and €2,000 per tonne for fine particulate matter (PM₂.₅). While Ireland applies a range of energy and transport taxes that indirectly contribute to air quality improvements, it has not introduced any specific air pollution tax targeting emissions from industrial or other stationary sources.
With respect to water abstraction, the report proposed the creation of a tax with differentiated rates for business and non-business users to encourage water efficiency and sustainable management of the resource. Ireland’s experience with domestic water charges, introduced in 2014 and subsequently suspended in 2017 following public protests, illustrates the political sensitivity surrounding water pricing. Although the Irish Parliament agreed in principle that excessive household water use should be subject to a charge, no such measure has been introduced as of 2025. As a result, water abstraction remains largely untaxed, despite ongoing concerns about sustainability and efficiency in certain catchments.
Hogg et al. (2016) also recommended introducing a wastewater tax on direct discharges of pollutants from industrial sources and treatment plants, suggesting a rate of €3.02 per kilogram of biochemical oxygen demand (BOD). Such a tax would provide an incentive for cleaner production and improved wastewater treatment. To date, no wastewater tax has been implemented. Businesses pay wastewater tariffs to Uisce Éireann (the national water utility), but these are service charges rather than pollution-based taxes.
In agriculture, Hogg et al. (2016) proposed the introduction of taxes on pesticides and fertilisers to reduce nutrient losses and chemical runoff, with suggested rates of €5 per kilogram of active pesticide ingredient and €0.25 per kilogram of nitrogen in mineral fertilisers. Neither tax has been adopted. Pesticides are subject to the standard VAT rate, while fertilisers in packages of ten kilograms or more are zero-rated for VAT purposes. As a result, current fiscal instruments do not provide price incentives for reducing chemical inputs or promoting sustainable alternatives.
For packaging, Hogg et al. (2016) recommended that Ireland apply material-differentiated taxes on all packaging placed on the market: €315 per tonne for aluminium, €102 for plastic, €86 for steel, €33 for paper and card, €28 for glass and €21 for wood. These rates were based on the embodied CO₂ savings associated with material substitution and recycling. No such national packaging tax has been implemented. Since 2021, Ireland, along with other Member States, contributes to the EU’s non-recycled plastic packaging levy of €0.80 per kilogram, but this is paid via general revenues and does not take the form of a domestic plastic or packaging tax.
In 2023, the European Commission recommended the introduction of economic instruments, including, for example, incineration taxes to encourage recycling and reduce reliance on mixed waste treatment[footnoteRef:473]. [473:  Ireland, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/378751] 

The Circular Economy Bill, passed by the Irish Parliament in 2022, provides the legislative framework for introducing environmental levies on single-use products, including cups, containers, packaging and plastic bags. The aim is to reduce waste generation and promote sustainable consumption. The levy on plastic bags would replace earlier legislation that introduced one of the EU’s most successful plastic bag taxes. However, as of 2025, the new levies foreseen in the Circular Economy Act have not yet been enacted.
Overall, while Ireland has been a leader in certain areas of environmental taxation, most notably through its carbon tax and early adoption of waste-related levies, most of the broader pollution and resource tax recommendations made in 2016 remain outstanding. Implementing these measures would strengthen Ireland’s capacity to meet its circular economy and environmental objectives while expanding the fiscal base in line with the polluter-pays principle.
[bookmark: _Toc214008897]Impacts and feasibility of implementing new taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Ireland has a well-established tradition of using environmental taxation to address energy and waste-related externalities. Its landfill tax and plastic bag levy are often cited as examples of effective policy design that delivers both environmental and fiscal benefits. However, outside these areas, Ireland’s use of environmental taxes remains limited. The modelling suggests that broadening the tax base to cover additional pollution and resource use could generate significant environmental improvements and moderate additional revenues with limited macroeconomic disruption. Under Scenario A, the most pronounced effects would arise in water effluent and abstraction, landfill, and mineral extraction, reflecting current policy gaps. Scenario B yields smaller, yet still positive, impacts.
Total revenues from the investigated taxes could rise by about €745 million in 2030 and 2035, amounting to an increase of 78 times in the revenues for pollution and resource taxes in 2023. The greatest contributions in revenue come from water abstraction charges (67%) and water effluent charges (23%).  These two make up 93% of all revenues. Reduction in emissions or use of materials is greatest for pesticides (66%), followed by fertilizers (48%), water abstraction (28%), waste to landfill (23%). 
	Table A6-76: Environmental Impacts and Revenue Changes in Ireland – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,82
	0,81
	9,88%
	9,80%

	SO2
	-32,43%
	-32,43%
	1,04
	0,51
	12,51%
	6,19%

	PM2.5
	-29,58%
	-29,58%
	2,50
	2,37
	30,15%
	28,57%

	Water Abstraction
	-11,19%
	-11,19%
	141,63
	134,51
	11151,70%
	10591,04%

	Fertilizers
	-29,96%
	-29,96%
	22,80
	22,09
	275,39%
	266,74%

	Pesticides
	n/a
	n/a
	22,87
	22,80
	276,20%
	275,36%

	Waste Incineration
	-20,00%
	-20,00%
	0,07
	0,04
	0,81%
	0,54%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Water Effluent
	-9,09%
	-9,09%
	451,63
	465,17
	5454,46%
	5617,96%

	Minerals & Aggregates
	-16,67%
	-16,67%
	125,33
	122,36
	9868,67%
	9634,26%



	Table A6-77: Environmental Impacts and Revenue Changes in Ireland – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,27
	0,26
	3,2%
	3,2%

	SO2
	-8,11%
	-8,11%
	0,35
	0,17
	4,3%
	2,1%

	PM2.5
	-7,39%
	-7,39%
	0,82
	0,78
	9,9%
	9,4%

	Water Abstraction
	-2,19%
	-2,19%
	30,52
	28,99
	2403,3%
	2282,4%

	Fertilizers
	-7,49%
	-7,49%
	7,53
	7,29
	90,9%
	88,1%

	Pesticides
	n/a
	n/a
	13,01
	12,98
	157,2%
	156,7%

	Waste Incineration
	-8,31%
	-8,31%
	0,03
	0,02
	0,4%
	0,3%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	-5,67%
	-5,67%
	292,18
	300,94
	3528,8%
	3634,6%

	Minerals & Aggregates
	-5,02%
	-5,02%
	43,04
	42,01
	3388,7%
	3308,3%



From an administrative perspective, Ireland is well positioned to expand its environmental taxation framework. Strong monitoring, billing and reporting systems already exist in sectors such as water, waste and agriculture. However, some implementation challenges remain, particularly in the area of water management, where the political sensitivity of household charges has limited reform progress. The water abstraction tax investigated in the modelling could face resistance from both the agricultural and industrial sectors, given ongoing concerns about costs and competitiveness. Similarly, higher landfill and wastewater taxes could place pressure on municipalities unless accompanied by investment in infrastructure for recycling, waste treatment and water management.
The distributional and social impacts of new or higher environmental taxes would need to be carefully managed. Ireland’s experience with the carbon tax demonstrates that public support depends on visible revenue recycling and fairness. The introduction of household water charges in the past provoked strong opposition, underscoring the importance of clear communication, transparency, and compensatory measures for lower-income households. To maintain public acceptability, a portion of revenues from new taxes could be allocated to fund energy and water efficiency improvements, lower social insurance contributions for low earners, or provide lump-sum rebates for vulnerable groups.
In terms of competitiveness, most sectors are resilient to moderate increases in environmental taxation, provided measures are phased and revenues are reinvested strategically. The construction and aggregates sector may be more sensitive to the introduction of a mineral extraction tax, while agriculture could face higher costs from fertiliser or pesticide instruments. These effects can be mitigated through phased implementation, investment support for efficiency and circular economy innovation, and public procurement policies that create demand for recycled materials and low-impact products.
Based on the modelling results and the national policy context, the following priority taxes could be considered for introduction or strengthening:
A wastewater effluent tax, aligned with pollutant loads (e.g. BOD₅, nitrogen and phosphorus), to encourage water quality improvements and investment in advanced treatment;
A water abstraction tax, calibrated by sector and location to reflect scarcity and resource value, designed to promote efficiency while protecting essential use;
A mineral extraction tax, introduced at a modest benchmark rate, to reduce environmental damage from quarrying and incentivise recycled material use in construction;
A fertiliser tax, targeting nitrogen content, paired with advisory and financial support for precision application and nutrient management; and
Incremental adjustments to air pollution charges (NOx, SO₂ and PM₂.₅) for large industrial and energy sources, to close remaining abatement gaps.
To avoid negative impacts on households and firms, a set of practical safeguards should accompany these reforms. For households, mechanisms such as income-based rebates or caps on year-on-year increases in utility bills can preserve affordability while maintaining the environmental signal. For farmers, temporary rebates or investment grants linked to sustainable nutrient management practices can prevent undue hardship. For trade-exposed sectors, time-limited tax credits for abatement investments or process efficiency upgrades can maintain competitiveness without undermining environmental incentives.
Implementation should proceed through a phased, transparent approach. Taxes could initially be introduced at low rates and gradually increased as monitoring and enforcement capacity improves. Strong inter-agency coordination between the Department of Finance, the Environmental Protection Agency and local authorities will be crucial to ensure consistency and administrative efficiency. Clear communication to the public, linking tax revenues to visible environmental outcomes such as cleaner rivers, improved recycling rates and reduced waste generation, will reinforce legitimacy and acceptance.
In summary, Ireland has the institutional capacity and policy experience to extend its successful environmental tax model beyond energy and waste into other pollution and resource domains. By prioritising water-related and resource-extraction instruments, introducing transparent revenue recycling, and sequencing reforms carefully, Ireland can achieve significant environmental improvements and stable fiscal gains while maintaining competitiveness and social fairness.
[bookmark: _Toc214008898]Italy 
[bookmark: _Toc214008899]Overview of existing environmental taxes 
Environmental taxes in Italy amounted to 2.5% of GDP in 2023, broadly in line with the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has declined. Total environmental tax revenue reached EUR 49 billion in 2023 (Figure A6-39), representing a 13.2% increase since 2009[footnoteRef:474]. Over the same period, however, the ratio of environmental taxes to GDP fell by 8.0% (Figure A6-40). In 2023, revenues came predominantly from energy and transport taxes (around 78.5% and 19.5%, respectively), while pollution taxes contributed around 1%; Italy does not levy resource taxes[footnoteRef:475]. [474:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 13.2%    increase refers to growth in constant prices over 2009–2023.]  [475:  	https://indicatoriambientali.isprambiente.it/it/economia-e-ambiente/imposte-ambientali] 
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	[bookmark: _Ref201232893]Figure A6-39: Total environmental tax revenue in Italy (2009-2023) in billion euros 


 
In 2023, total tax revenue (including net social contributions) accounted for 41.5% of Italy’s GDP, broadly unchanged from 41.7% in 2009 (a decrease of 0.2 percentage points). Environmental taxes represented 6.2% of total tax revenue in 2023, compared with 6.6% in 2009 — a decline of 0.4 percentage points over the period. In absolute terms, the strongest decreases were recorded in energy tax revenues (-8%) and pollution tax revenues (-5%).
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	[bookmark: _Ref201232921]Figure A6-40: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 


 
In recent years, Italy has made limited progress in making increased use of environmental taxation. Although environmental tax revenues have risen in absolute terms, their share in GDP and in total tax revenue has declined. This reflects the fact that, despite some adjustments, the overall set of environmental tax instruments has remained broadly stable over time, while wider fiscal and economic developments have grown more quickly. As a result, the relative weight of environmental taxation in the Italian tax system has diminished.
[bookmark: _Toc214008900]Existing pollution and resource taxes 
In 2023, pollution tax revenues reached 0.5 billion euros (1.1% of the total environmental tax revenues), increasing in absolute terms by 16% over 15 years (2009-2023), but decreasing in terms of GDP-ratio by 5.7% over the same period (Figure A6-40). In 2022, 60% of pollution tax revenues were paid by households and 40% by economic activities.[footnoteRef:476]  [476:  	https://indicatoriambientali.isprambiente.it/it/economia-e-ambiente/imposte-ambientali ] 
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	Figure A6-41: Resource and pollution tax revenues in Italy (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years  


 
List of pollution and resource taxes and revenue shares
	Table A6-78:  Pollution taxes 

	Tax Name 
	Revenue 2009-2023
	Average annual revenue
	Share of all pollution tax revenues 

	Local tax for the exercise of environmental protection, hygiene and safeguard functions (Tributo provinciale per la tutela, protezione ed igiene dell’ ambiente - TEFA)
	€5,500 million
	€430.9 million in 2023
	78.6%

	Regional special tax on the landfill of solid waste (Tributo speciale per il deposito in discarica dei rifiuti solidi) 
	€1,881 million
	€102.1 million in 2023
	18.6%

	Tax on emissions of sulphur dioxide (SO₂) and nitrogen oxides (NOx) (Tassa sulle emissioni di anidride solforosa (SO2) e ossidi di azoto (NOx))
	€130.6 million
	€4.5 million in 2023
	0.8%

	Regional tax on aircraft noise emissions (Imposta regionale sulle emissioni sonore degli aeromobili - IRESA)
	€102.9 million
	€10.8 million in 2023
	2.0%



The provincial tax for the exercise of environmental protection, hygiene and safeguard functions (TEFA) is a tax established by the Italian legislator[footnoteRef:477] in exchange for the exercise of administrative functions of provincial interest concerning the organisation of waste disposal, the detection, regulation and control of discharges and emissions, and for soil protection, defence and enhancement activities. The TEFA is a tax collected by individual Municipalities at the same time as the fee for the disposal of solid urban waste (TARI)[footnoteRef:478]. The amount of the tax was determined every year by the Municipalities as a percentage of the fee for the disposal of solid urban waste, from a minimum of 1% to a maximum of 5%. Since January 2020, the tax amount is set at 5% of the fee for the disposal of solid urban waste as established by each Municipality[footnoteRef:479]. Each Municipality can charge the relevant Province a commission of 0.3% of the sum collected for tax collection services[footnoteRef:480]. The tax is paid by the concessionaire of the waste management services or by the Municipality, in the case of direct management. It should be noted that the TEFA, although paid in proportion to the TARI and for financing environmental services, is considered an environmental tax because it is unrequited, while the TARI in principle is proportional to the service received[footnoteRef:481] (in practice the surface of the dwelling and the number of the dwelling inhabitants are used as a proxy). [477:  	Art. 19 of the D. Lgs. 504/1992. The tax was abolished by the legislative decree 152/2006 (Environmental Code) and reestablished in February 2018 by legislative decree 4/2008. Many Municipalities kept collecting the tax, as the revenues were key to cover the costs for the provision of environmental services, but in 2009 the Court of Auditors established that in the years 2006 and 2007 the tax was not collectable because non-existent. Source: https://www.fiscoetasse.com/approfondimenti/10312-tributo-provinciale-tefa-per-la-tutela-protezione-ed-igiene-dell-ambiente.html ]  [478:  	Which acronyms were TARSU/TIA until 2012, TARES 2013 and TARI 2014.]  [479:  	But the Provinces and the authorities of the Metropolitan Cities can set it at a lower percentage.]  [480:  	http://portaleragioneria.provincia.roma.it/temi/tefa-tributo-lesercizio-delle-funzioni-ambientali ]  [481:  	The base of the TARI is the ownership of buildings or open areas that may produce urban waste, and is proportional to the owned surface areas.] 

The regional special tax on the landfill of solid waste (also known as “ecotassa”) was established in 1996[footnoteRef:482] with the purpose of reducing the economic convenience of waste disposal (landfill or incineration without energy recovery) and therefore lowering waste production and encouraging raw materials or energy recovery. Ten percent of the tax revenues must be passed by the Regions to the Provinces were the landfills or incineration plants without energy recovery are located. At least 20% of the revenues, must be allocated by the Regions to regional funds dedicated to finance recycling, reuse and remediation activities[footnoteRef:483]. Radioactive waste, waste resulting from the prospecting, extraction, treatment and storage of mineral resources and from the exploitation of quarries, located within the mining concession area or the quarry production unit, and agricultural waste are exempted. The tax is paid by the concessionaire of the waste management services or by the Municipality, in the case of direct management, but these must charge the amount of the special tax to the waste producer. The tax base is constituted by the quantity of waste sent to the landfill, and the tax amount is determined by multiplying the unit levy for the quantity expressed in kilograms of the waste delivered, as well as by a weight correction coefficient that takes into account the specific weight, quality and conditions of delivery of the waste for the purposes of measuring the impact on the environmental cost[footnoteRef:484]. The unit levy is established by regional law every year, and ranges between €0.001 and €0.010 per kilogram of inert waste and between €0.00517 and €0.02582 per kilogram of hazardous and non-hazardous waste. Usually, the Regions apply the maximum unit levy to those Municipalities that do not achieve the objectives of separate waste collection, reuse and recycling. Municipalities that achieve a high quality of the organic waste, high quantities of packaging collection, and a high quality of the monitoring and control system of the separate waste collection can benefit of lower unit levies. [482:  	Art. 3(24-41) of Law no. 549 of 28 December 1995.]  [483:  	https://www.diritto.it/ecotassa-tributo-speciale-per-il-deposito-dei-rifiuti-solidi-in-discarica/ ]  [484:  	These coefficients are determined by the Ministry of the Environment in agreement with the Minister of Industry, Trade and Crafts and the Minister of Health.] 

The tax on emissions of sulphur dioxide (SO₂) and nitrogen oxides (NOx) was established in January 1998[footnoteRef:485]. The tax is set at EUR 106 per tonne/year of sulphur dioxide and EUR 209 per tonne/year of nitrogen oxides and is paid by the operators of large combustion plants[footnoteRef:486].  [485:  	Law of 27 December 1997, No. 449.]  [486:  	A large combustion plant is defined as the group of combustion installations, as defined by Council Directive 88/609/EEC of 24 November 1988 on the limitation of emissions of certain pollutants into the air from large combustion plants, located on the same industrial site and operated by a single operator, provided that at least one of the installations has a rated thermal input of 50 MW or more. Council Directive 88/609/EEC was repealed by Directive 2001/80/EC of the European Parliament and of the Council of 23 October 2001 on the limitation of emissions of certain pollutants into the air from large combustion plants, in turn repealed by Directive 2010/75/EU of the European Parliament and of the Council of 24 November 2010 on industrial and livestock rearing emissions.] 

The regional tax on aircraft noise emissions (IRESA) was established in 2000 by Law no. 342/2000 (Art. 90) and replaced the regional tax on aircraft noise emissions established in 1997 by Law 27 December 1997 no. 449 (Art. 18), which in turn replaced the tax on aircraft pollution at national level established in 1990 by Legislative Decree of 27 April 1990 no. 90. The tax is due to the Regions or Autonomous Provinces for each take-off and landing of civil aircraft at airports, excluding all military, state, medical and emergency flights. Part of the tax revenues needs to be allocated to the implementation of noise abatement measures in the affected areas and to compensation of the populations affected by the noise emissions produced by the landing and take-off of aircrafts. The tax is to be paid by the aircraft operators, and the tax base is the noise emission of the aircraft. The amount to be paid is determined by the Regions and autonomous Provinces as a formula of the number of landings and take-offs, the weight of the aircraft, and the noise of the aircraft, in compliance with international standards on noise certification. 
IRESA was one of the first experiments in “fiscal federalism” introduced by Legislative Decree no. 68 of 2011. This reform converted the tax on aircraft noise emissions from a national tax which revenues are devolved to the Regions into a full regional tax. As a result, Regions were given the autonomy to decide whether to introduce the tax and how to apply it. Only some Regions[footnoteRef:487] chose to implement IRESA, with significant differences in its application across the country. Legislative Decree No. 145 of 2013 set the maximum rate for the tax at €0.50 per ton of aircraft weight and allowed for differentiated rates based on factors such as day versus night flights and the urban characteristics of areas surrounding each airport. However, the Italian Competition and Market Authority found that the tax lacked efficiency and largely failed to meet the criteria of a “purpose tax”. In most cases, only a small portion of the revenues was used for noise reduction measures or compensation for affected communities — for instance, in Lazio, just 10% of the revenue was allocated for these purposes[footnoteRef:488]. To promote greater consistency across Regions, the State-Regions Conference later issued common guidelines, including a recommended range of rates (document 12/175/CR5a/C2). Nonetheless, the Italian Supreme Court, in ruling No. 34228/2022, reaffirmed the Regions’ autonomy to define the core features of the tax, including how revenues are allocated and what percentages are assigned to different uses[footnoteRef:489]. [487:  	Lombardia, Lazio, Emilia Romagna, Campania, Calabria e Marche.]  [488:  	https://www.reteambiente.it/news/19096/antitrust-l-iresa-regionale-sta-fallendo/ ]  [489:  	https://ntplusentilocaliedilizia.ilsole24ore.com/art/imposta-regionale-emissioni-sonore-aerei-tributo-non-va-necessariamente-costruito-come-prelievo-ambientale-AEpbKgMC?refresh_ce=1 ] 

Fees and other related instruments
In Italy, there are no taxes on the use of pesticides and fertilisers, but there is the so-called food safety contribution, introduced by Article 59 of Law 488/1999[footnoteRef:490]. Initially, it required holders of marketing authorisations and sales outlets for plant protection products classified as carcinogenic or with reprotoxic effects[footnoteRef:491] to pay a contribution equal to 0.5% of their annual turnover from the production and sale of these products, starting 10 January 2000. For importers, the contribution was set at 1% of the purchase price. Over time, the rules surrounding this contribution evolved. In particular, Article 123 of Law 388/2000 amended the provisions, establishing that from January 2001, the contribution would amount to 2% of the previous year’s turnover related to the sale of plant protection products authorised under Articles 5, 8, and 10 of Legislative Decree No. 194/1995. It also applied to medical devices referred to in Article 1 of the Provisional Regulation (Presidential Decree No. 1255/1968), if classified as toxic, very toxic, carcinogenic, with reprotoxic effects, or very toxic to the aquatic environment[footnoteRef:492]. Law 388/2000 further clarified that the contribution was to be paid exclusively by holders of the marketing authorisations. The funds collected were allocated to a dedicated Fund supporting the development of organic and quality agriculture. The contribution has been revised again in 2022 (Article 9 of Law 23/2022), broadening the range of products subject to the contribution, including plant protection products adjuvants, and synthetic fertilisers, if classified as toxic, very toxic, carcinogenic, with reprotoxic effects, or very toxic to the aquatic environment (with a more comprehensive list of hazard statements)[footnoteRef:493].  [490:  	https://consulenzaagricola.it/circolari/fiscale/16941-contributo-per-la-vendita-di-prodotti-fitosanitari-e-fertilizzanti-dal-7-aprile-sanzioni-per-chi-non-effettua-tempestivamente-il-versamento ]  [491:  	Risk-phrases R33: Danger of cumulative effects, R40: Limited evidence of a carcinogenic effect, R45: May cause cancer, R49: May cause cancer by inhalation, and R60: May impair fertility.]  [492:  	R23: Toxic by inhalation, R24: Toxic in contact with skin, R25: Toxic if swallowed, R26: Very toxic by inhalation, R27: Very toxic in contact with skin, R28: Very toxic if swallowed, R33: Danger of cumulative effects, R40: Limited evidence of a carcinogenic effect, R45: May cause cancer, R49: May cause cancer by inhalation, R50: Very toxic to aquatic organisms, R60: May impair fertility, R62: Possible risk of impaired fertility.]  [493:  	H400: Very toxic to aquatic life, H410: Very toxic to aquatic life with long lasting effects, H411: Toxic to aquatic life with long lasting effects, H412: Harmful to aquatic life with long lasting effects, H413: May cause long lasting harmful effects to aquatic life.] 

The food safety contribution is not an environmental tax because it is calculated as a percentage of the turnover from the sale of certain products, not on a physical unit of pollutant or environmental damage. This does not align with the environmental tax definition, where the base must be directly tied to environmental pressure. If the contribution was levied on the use of pesticides, and therefore on the farmers, then it would have qualified as environmental tax. 
In Italy, there is a fee for water abstraction and wastewater discharge (tariffa per l’erogazione idrica, e i servizi di fognatura e depurazione), which is not an environmental tax as it is a requited payment[footnoteRef:494]. [494:  	https://www.arera.it/atlante-per-il-consumatore/acqua/la-bolletta/tariffe-e-consumi/che-cosa-si-paga-con-la-bolletta ] 

As already mentioned, there are no resource taxes in Italy. However, there are permits — often referred to as concessions, authorisations, licences, or qualifications — for activities such as hunting, fishing, or collecting natural resources (e.g., mushrooms). These permits typically involve the payment of a fee upon issuance, as well as an annual fee. In Italy, these are the competence of Regions and Municipalities. These fees do not qualify as environmental taxes because their payment is not unrequited (the payment is made in exchange for a right or service, i.e., the legal right to hunt or fish), and the base is not a unit of environmental harm (e.g. emissions, pollution, resource extraction volume), but rather the activity or administrative process.
Another very common fiscal instrument often discussed in the context of sustainability or environmental impacts (e.g. managing over-tourism) but that do not qualify as environmental tax is the so-called “tourist tax” (Imposta di soggiorno). This is an unrequited payment, which base is the presence or overnight stays, rather than a physical unit of pollution or environmental harm. Tourist activity (and over-tourism) may have environmental consequences (e.g. waste, emissions) and the presence of tourists obliges the municipality to adapt the water, public transport and waste collection capacities, but the tax is not calculated on that basis. A variation is the entry fee levied on tourists visiting Venice.
Proposed or postponed environmental taxes
The Italian government has postponed once again the implementation of the Plastic Tax to July 2026, which was originally scheduled to take effect in July 2020. The Plastic Tax, introduced under the 2020 Budget Law, aims at reducing the environmental impact of single-use plastics. It targets only single-use plastic products by imposing a €0.45 per kilogram tax. The tax is primarily payable by producers, importers and buyers of single-use plastics. 
Conclusions, country-specific recommendations and reform progress
Italy’s tax system continues to hinder economic efficiency and growth. There is clear scope to improve the composition of government revenues in a way that better supports both traditional economic growth, environmental performance and fiscal sustainability. However, long-standing weaknesses persist. The system is highly complex due to numerous special regimes and a wide array of tax expenditures which erode the tax base and lead to substantial revenue losses. Rebalancing the tax burden — by reducing the heavy taxation on labour and shifting it towards underutilised, growth-friendly sources — could enhance Italy’s economic potential[footnoteRef:495]. As shown by the example of the tax on noise emissions of aircrafts, one of the key determining factors of the slow progress in reforming the taxation system in Italy is the fragmentation of the competences at local, regional and national levels, which has created opacity and reduced enforcement consistency, as already highlighted in Hogg et al. (2016)[footnoteRef:496]. This is also underscored in the Catalogue of Environmentally Harmful and Environmentally Friendly Subsidies (SAD and SAF), which highlights the persistence of environmentally counterproductive subsidies and the lack of coordination across governance levels (Ministero dell’Ambiente, 2023)[footnoteRef:497].  [495:  	Commission Staff Working Document 2024 Country Report – Italy. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Italy.]  [496:  	Hogg et al. (2016). Study on assessing the environmental fiscal reform potential for the EU28. Report prepared for the European Commission DG Environment.]  [497:  	https://www.mase.gov.it/pagina/catalogo-dei-sussidi-ambientalmente-dannosi-e-dei-sussidi-ambientalmente-favorevoli ] 

In 2023, pollution taxes accounted for only 1.1% of total environmental tax revenues, despite being crucial for applying the ‘polluter pays’ principle. Italy applies three types of pollution taxes: the tax on NOx and SOx emissions, the tax on waste landfilling and incineration without energy recovery and the tax on noise emissions of aircrafts. The tax on single use plastics will apply from July 2026. Water use, wastewater discharge, pesticides and fertilisers, and the extraction of other natural resources are covered by fees and charges.
The Country-Specific Recommendations issued under the European Semester repeatedly call for a rebalancing of the tax mix. They emphasise the need to reduce the labour tax wedge, streamline and reduce tax expenditures — including those on VAT and environmentally harmful subsidies — and update cadastral values to better reflect market realities. Recent CSRs also encourage Italy to make the tax system more conducive to growth, ensure fairness and progressivity, and support the green transition. The enabling law on tax reform (Delega Fiscale) is seen as a key instrument for achieving these aims, provided that its implementation addresses complexity, progressivity, and environmental effectiveness.
The tax on the landfill and incineration without energy recovery of solid waste varies between EUR 5.17/t and EUR 25.82/t (each Region decides annually the amount of tax that is applied in its territory). This is considerably lower than the EU average for waste landfilling and the lowest of the ten Member States applying waste incineration taxes. The upper value of this range has not changed since 1995 and there is no increase mechanism (escalator) in place[footnoteRef:498]. The 2022 timetable addendum for the circular economy strategy states that the lower bound for landfill taxes will be reviewed, but so far this has not been done (EEA, 2022).  [498:  	EEA, Early warning assessment related to the 2025 targets for municipal waste and packaging waste – Italy, Copenhagen, 2022, https://www.eea.europa.eu/publications/many-eu-member-states/italy/view ] 

More in general, the European Commission has recommended over the years to “take further action to shift the tax burden away from capital and labour to property and consumption as well as environment”. Italy has made some but overall limited progress[footnoteRef:499]. Reform attempts included: [499:  	https://ec.europa.eu/economy_finance/country-specific-recommendations-database/ ] 

The “Salva Italia” fiscal package (2011), which increased energy and vehicle taxes and reassigned oversight of the water sector to the energy regulator.
The Delega Fiscale (2013), a legislative framework with which the Parliament gives the power to the Government to adopt a general fiscal reform within specific principles and stakes [paletti] including a clause on green tax reform, though few measures were ultimately implemented.
The Collegato Ambientale (2015), which included broader environmental legislation and laid the foundation for future fiscal reforms, but did not introduce specific environmental taxes.
New Delega Fiscale (2024-25) …
OECD (2024) “Economic Instruments for the Circular Economy in Italy - Opportunities for Reform”
OECD (2025) “Economic instruments for a resource-efficient circular economy” with 3 tax credits for Italy 35a7051a-en.pdf
Taken together, these assessments and recommendations underscore the persistent underuse of environmental taxation in Italy and its limited alignment with external costs. The CSRs provide a coherent and repeated call for reform, advocating a shift of the tax burden from labour to more sustainable bases — notably by phasing out harmful subsidies and better taxing pollution and resource use. These priorities remain highly relevant in light of Italy’s climate, circular economy and fiscal objectives.
[bookmark: _Toc214008901]Potential for implementing additional environmental taxes
A comparison between environmental tax revenues and externalities (Molocchi, 2017)[footnoteRef:500], shows that households pay 70% more than their share of externalities, while economic activities in agriculture, forestry and fishing (NACE Rev. 2 section A), manufacturing, mining, quarrying, other industry (sections B, C, D, and E), and construction (section F) pay 26% less. In contrast, the service sector (sections G–U) pays 57% more. A more detailed sector-by-sector analysis reveals significant disparities. Among the 64 economic branches examined, at least four pay only a marginal share of the environmental costs they generate for society: [500:  	Molocchi (2017). Chi inquina, paga? Tasse ambientali e sussidi dannosi per l’ambiente. Ipotesi di riforma alla luce dei costi esterni delle attività economiche in Italia. Documento di valutazione n. 6. Ufficio Valutazione Impatto Senato della Repubblica.] 

	Maritime transport: 1%
	Air transport: 6%
	Agriculture: 6.6%
	Electricity and gas: 16.9%
While the manufacturing sector overall appears broadly aligned with the Polluter Pays Principle —covering 94% of its external costs through environmental taxes — it exhibits substantial internal imbalances. Of the 19 manufacturing branches, 15 not only cover their external costs but, in some cases, pay significantly more. This effectively results in these branches subsidising the remaining four — coke and refining; glass, ceramics, cement and other minerals; metallurgy; and the paper industry — which contribute far less than their fair share.
The analysis in Molocchi (2017) shows that Italy has significant potential to improve the quality of its environmental taxes. However, achieving this requires the systematic and transparent monitoring of external environmental costs. Currently, the tax system relies heavily on excise duties on energy products. Reforming this system to incorporate more targeted taxes — such as a carbon tax — would help align taxation with the actual environmental costs of all socio-economic activities, in line with a circular economy approach. Molocchi (2017) suggested to gradually phase out environmentally harmful subsidies, reform emission trading and carbon taxation and expand environmental taxation, gradually introducing taxes on specific pollutants and the extraction of scarce natural resources.
Taxes on energy sources do not reflect the level of CO2 emissions. For instance, taxes on electricity are higher per unit of energy compared to natural gas and heating oil, and, among fossil fuels, diesel is taxed more lightly than petrol. In addition, registration and recurrent taxes on vehicles, as well as the tax treatment of company cars, do not reflect vehicle CO2 emission levels.
Hogg et al. (2016) identified a set of desirable and feasible taxes for Italy, particularly within the framework of a potential Green Act. These include:
Short-term potential: landfill tax (non-hazardous), incineration/MBT tax, vehicle tax
Medium-term: water abstraction tax, pesticide tax, packaging tax, wastewater tax (BOD), aviation tax
Longer-term: harmonisation of fuel excise duties and a fertiliser tax (0.25 €/kgN), which is not yet implemented but seen as highly beneficial environmentally.
In 2023, the European Commission suggested to expand the coverage of pay-as-you-throw schemes, which currently cover only 10.8% of the population[footnoteRef:501]. Additionally, a higher landfill and incineration tax (‘ecotassa’) would create stronger incentives for recycling. Significant differences also exist between regional landfill taxes: despite being introduced more than 25 years ago, the tax level has never been updated, and no revision mechanism is currently foreseen[footnoteRef:502]. [501:  Italy, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/61725]  [502:  Ibid.] 

[bookmark: _Toc214008902]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Italy has made notable progress in environmental taxation, particularly through its energy and transport-related instruments and its regionally differentiated landfill taxes. However, many pollution and resource-based taxes remain fragmented or underused, and their rates are often too low to deliver strong environmental signals. The modelling results indicate that introducing the benchmarked taxes would generate both meaningful environmental benefits and substantial fiscal gains. Under Scenario A, Italy ranks among the Member States with the largest potential increase in revenue, especially from landfill, wastewater effluents, and mineral extraction, while also achieving reductions in pollutants and resource use of around 15 to 30 per cent across several categories. Scenario B yields smaller but still positive impacts, confirming that a gradual strengthening of environmental taxation would be both feasible and effective.
Total revenues from the investigated taxes could rise by €13.8 billion in 2030 and €14.6 billion in 2035, respectively 22.8 and 24.1 times the revenues for pollution and resource taxes in 2023. The main contributors to the gains are water abstraction (58%) and water effluent (37%). Together they make up 95% of all revenue increases. Reduction in emissions or use of materials is greatest for pesticides (41%), waste to landfill (35%) SO2 (32%), water abstraction (32%) and fertilizers (30%). 
	Table A6-79: Environmental Impacts and Revenue Changes in Italy – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	8,30
	7,27
	1,40%
	1,23%

	SO2
	-32,43%
	-32,43%
	32,64
	22,23
	5,51%
	3,75%

	PM2.5
	-29,58%
	-29,58%
	14,73
	12,68
	2,49%
	2,14%

	Water Abstraction
	-31,59%
	-31,59%
	8008,44
	8882,84
	4795,47%
	5319,06%

	Fertilizers
	-29,96%
	-29,96%
	47,65
	47,12
	8,05%
	7,96%

	Pesticides
	n/a
	n/a
	269,15
	266,92
	45,46%
	45,09%

	Waste Incineration
	-20,00%
	-20,00%
	3,48
	1,95
	0,59%
	0,33%

	Waste to Landfill
	-34,78%
	-34,78%
	200,79
	150,13
	33,92%
	25,36%

	Water Effluent
	-9,09%
	-9,09%
	5588,44
	5577,22
	943,99%
	942,10%

	Minerals & Aggregates
	-19,58%
	-19,58%
	267,25
	236,78
	160,03%
	141,78%



	Table A6-80: Environmental Impacts and Revenue Changes in Italy – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	2,45
	2,15
	0,4%
	0,4%

	SO2
	-8,11%
	-8,11%
	10,10
	6,88
	1,7%
	1,2%

	PM2.5
	-7,39%
	-7,39%
	4,41
	3,79
	0,7%
	0,6%

	Water Abstraction
	-6,18%
	-6,18%
	2149,22
	2383,88
	1287,0%
	1427,5%

	Fertilizers
	-7,49%
	-7,49%
	15,73
	15,56
	2,7%
	2,6%

	Pesticides
	n/a
	n/a
	154,58
	153,36
	26,1%
	25,9%

	Waste Incineration
	-8,31%
	-8,31%
	1,31
	0,73
	0,2%
	0,1%

	Waste to Landfill
	-20,88%
	-20,88%
	88,51
	66,17
	15,0%
	11,2%

	Water Effluent
	-5,67%
	-5,67%
	3615,48
	3608,22
	610,7%
	609,5%

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%



In terms of administrative feasibility, Italy’s system is complex but capable of managing additional environmental taxes, provided reforms are coordinated across levels of government. Environmental taxation in Italy is partly decentralised: the regions levy and retain revenues from certain waste and water-related taxes, which vary widely in scope and rate levels. Harmonisation and streamlining of these instruments would improve consistency and reduce administrative burden. Expanding or aligning existing taxes with the benchmarked rates could therefore be achieved without creating new administrative structures. However, close cooperation between the Ministry of Environment and Energy Security, the Ministry of Economy and Finance, and the regional authorities would be essential to ensure uniform design, enforcement, and transparency.
From a distributional perspective, Italy faces potential challenges linked to regional disparities in income, water availability, and infrastructure quality. New or higher charges on water abstraction, wastewater, or waste management could have uneven impacts across regions, particularly in the South, where household incomes are lower and municipal systems less efficient. These risks can be mitigated through revenue recycling and targeted investment. A defined share of revenues could be earmarked for modernising waste treatment and water infrastructure in lagging regions, reducing regional inequalities while reinforcing environmental outcomes. Transparent communication on how revenues are used, for example, for improving waste collection, upgrading wastewater treatment, or supporting circular economy projects, will be crucial to maintain public trust.
Competitiveness impacts are expected to be limited, as most benchmarked rates fall within ranges already applied in other EU Member States. However, particular attention should be given to the construction, manufacturing, and agricultural sectors, which are most exposed to the new instruments. For construction materials, a mineral extraction tax could raise costs for quarry operators, but these impacts would be offset if recycled aggregates are incentivised through lower rates or procurement standards that recognise secondary materials. In agriculture, potential fertiliser and pesticide taxes could raise input costs, though this can be managed by pairing the taxes with advisory services and financial support for precision agriculture and integrated pest management. For manufacturing, air pollution and wastewater taxes should be phased in gradually and linked to measurable emissions, providing clear incentives for investment in abatement technologies.
Based on the modelling and national context, the following priority taxes could be considered for introduction or reform:
A wastewater effluent tax, reflecting pollutant loads (e.g. BOD, nitrogen, phosphorus) and linked to performance-based funding for treatment upgrades;
A mineral extraction tax, harmonised across regions at benchmark rates and accompanied by incentives for recycled aggregates;
A strengthened landfill tax, with consistent application across all regions and integration with waste prevention and recycling targets;
A fertiliser tax, calibrated to nitrogen content and introduced gradually, alongside targeted support for farmers to adopt efficiency technologies; and
Incremental air pollutant charges (NOx, SO₂, PM₂.₅) applied to large industrial emitters under integrated permits, complementing regulatory standards.
To ensure social and political feasibility, several actionable measures should accompany implementation. Phased rate increases over multiple years will allow adjustment by households and firms. Part of the additional revenues should fund reductions in labour taxation for low- and middle-income workers, improving public acceptability. Earmarking resources for environmental investment, especially in southern regions and smaller municipalities, can reinforce the perception of fairness. It should be noted that only around 13% of the total environmental tax revenues is earmarked for environmental purposes, a percentage that has halved in the last 10 years[footnoteRef:503]. Transparent annual reporting on revenue use and achieved outcomes (e.g. reduced landfill rates, improved water quality, higher recycling rates) would help build trust. [503:  	IstatData - Gettito delle imposte ambientali per categoria.] 

In the agricultural sector, introducing product-based instruments should go hand in hand with technical assistance, training, and access to modern equipment to avoid productivity losses. For industry and construction, providing time-limited investment tax credits or low-interest loans for cleaner technologies and recycling facilities can mitigate short-term competitiveness pressures while maintaining long-term incentives for innovation.
In conclusion, Italy has both the fiscal and administrative capacity to expand the scope and effectiveness of environmental taxation. A coordinated, regionally balanced reform, focused on wastewater, minerals, landfill, and agricultural inputs, would deliver substantial environmental and fiscal gains while supporting Italy’s circular economy and decarbonisation objectives. With gradual implementation, targeted recycling, and strong transparency, these reforms could strengthen environmental performance, competitiveness, and social fairness simultaneously.
[bookmark: _Toc214008903]Latvia
[bookmark: _Toc214008904]Overview of environmental taxes
Environmental taxes in Latvia amounted to 2.4% of GDP in 2023, slightly above the EU average. While revenues have increased substantially in absolute terms over the past 15 years, their relative importance in the economy has declined. Total environmental tax revenue reached EUR 782 million in real terms in 2023 (Figure A6-42), representing a 72.1% increase since 2009[footnoteRef:504]. Over the same period, however, the ratio of environmental taxes to GDP fell by 10.3% (Figure A6-43). In 2023, revenues from energy and transport taxes constituted, respectively, around 79.9% and 13.5% of the total environmental tax revenues, with revenues from pollution taxes amounting to around 3.7% and the remaining 3.0% coming from resource taxes. [504:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 72.1%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201232753]Figure A6-42: Total environmental tax revenue in Latvia (2009-2023) in million euros



In 2023, total tax revenue (including net social contributions) accounted for 33.2% of GDP, up by 4.8 percentage points from 28.4% in 2009. Environmental taxes represented 7.3% of total tax revenue in 2023, compared with 9.5% in 2009 — a decline of 2.2 percentage points over the period. In absolute terms, the strongest decrease occurred in energy tax revenues (-31.5%), while resource tax revenues recorded the strongest increase (up 175.8%).
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	[bookmark: _Ref201232784]Figure A6-43: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes in Latvia 



[bookmark: _Toc214008905]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 28.6 and 23.5 million euros. These amount to increases in absolute terms of — respectively — 333.3% and 518.4% over 15 years (2009-2023). However, in terms of GDP-ratios, pollution taxes increased by 125.7% while resource taxes increased by 222.6% (Figure A6-43). In 2022, 2.1% of pollution and resource taxes revenues were collected from households, while businesses classified under NACE economic activities paid 97.9%, with “Sewerage, waste management, remediation activities” responsible for the largest share within those businesses (54.5%).
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	Figure A6-44: Resource and pollution tax revenues in Latvia (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


List of pollution and resource taxes and revenue shares
	Table A6-81:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Natural resources tax
	395.16
	26.34
	95.9%

	Payment for rental of commercial fishing rights
	N/A
	N/A
	N/A

	Payment for lease of reservoirs and fishing rights and use of fishing rights (licences)
	6.99
	0.47
	1.7%

	Income from lease of reservoirs and fishing rights and non-production use of fishing rights (fishing cards)
	10.11
	0.67
	2.5%



Latvia's environmental tax system is primarily structured around the natural resources tax, which consolidates most environmental taxes except those related to energy and transport. The tax is highly comprehensive, covering the extraction of natural resources (such as sand, gravel, and dolomite), waste disposal (including hazardous and construction waste), pollutant emissions (e.g., CO₂, PM10, NO₂), and various products like oils, batteries, and single-use packaging[footnoteRef:505]. This broad approach aims to encourage resource efficiency, reduce environmental harm, and promote cleaner technologies. In some cases, such as water-related taxes, revenues are earmarked for sustainability efforts like improving water management and efficiency[footnoteRef:506]. [505:  	https://likumi.lv/ta/id/124707-dabas-resursu-nodokla-likums ]  [506:  	https://ieep.eu/publications/environmental-tax-reform-in-europe-opportunities-for-the-future/ ] 


The taxation system is highly centralized, with the national government setting tax rates and rules. The tax base is typically set per volume or per product (for vehicles), while the tax rates of the different resources are largely fixed. For some resources they have planned a gradual increase over the years, for example for landfilling and municipal waste[footnoteRef:507]. Moreover, firms that already demonstrate strong environmental performance can qualify for exemptions, reducing their administrative burden[footnoteRef:508]. The tax system uses both basic and additional rates, ensuring that those exceeding environmental limits face higher financial penalties[footnoteRef:509]. The revenue generated by the Natural Resources Tax was EUR 61.9M in 2023 and has been steadily increasing from EUR 10.5M in 2010, according to the National Tax List. Note that this list does not make a distinction between taxes for pollution or resources. [507:  	https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=comnat:SWD_2022_0276_FIN ]  [508:  	Idem.]  [509:  	https://sciendo.com/article/10.1515/nispa-2017-0015 ] 


In recent years, Latvia has progressively increased several tax rates, particularly for air pollutants such as PM10 and waste sent to landfills, to further discourage environmentally harmful practices. However, taxation on certain other pollutants, like NO₂, has not been updated in recent years[footnoteRef:510]. [510:  	Idem. ] 

Fees and other related instruments
Latvia has a separate law for the lease of reservoirs and fishing rights and use of fishing rights[footnoteRef:511], which falls outside of environmental taxation. This national regulation sets out the rules and prices of the auction for the industrial fishing rights. Basic fees are set out for different types of fish, and are different per body of water, ranging from 1.07 EUR per tonne of sprat in the Baltic Sea, to 35.57 EUR for flounder in the Baltic Sea. The regulation also includes fees for fishing gear and for amateur fishing. [511:  	https://likumi.lv/doc.php?id=196472] 

Starting January 1, 2023, the capital of Riga has introduced a tourism tax applicable to all tourist accommodation establishment of 1 EUR per night, with a maximum fee of 10 EUR[footnoteRef:512]. Additionally, the city of Jurmala has a vehicle entry fee of 3 EUR[footnoteRef:513] to reduce vehicle intensity, and to encourage the use of more sustainable modes of transport. The fee was introduced in 2024, and it includes the possibility to buy a year-pass. It exempts electric vehicles from being charged. [512:  	https://pip.riga.lv/turisma-nodeva-eng/]  [513:  	https://www.visitjurmala.lv/en/whats-on/season-news/starting-from-1-february-a-pass-will-be-required-to-enter-jurmala/] 

In the context of environmentally harmful subsidies, the 2022 Environmental Implementation Review for Latvia prioritizes the phase out of fossil fuel tax advantages. It reports that Latvia continues to provide fossil fuel subsidies, amounting to about 100 million EUR in 2019 (0.42% of GDP), which is slightly above the EU-average of (0.4%). These subsidies have been reduced from 2015 onwards, with a big drop in 2020. Since this reduction is largely due to falling consumption patterns, it has likely gone back up after the COVID-19 crisis.
Environmentally harmful subsidies remain a challenge in many Member States, and can undermine the effectiveness of environmental taxes. In Latvia, a CO₂ emissions exemption for the use of peat in fixed technological installations was in place until it was removed on 1 January 2021[footnoteRef:514]. [514:  	https://www.fm.gov.lv/en/changes-taxation-2021] 

As of 2025, Latvia still maintains other environmentally harmful subsidies. To lower their tax burden, some industrial consumers of natural gas paid a reduced excise tax rate of 0.55 EUR per MWh, while the heating sector using natural gas paid 1.65 EUR per MWh, rather than the standard rate of 9.65 EUR per MWh. The reduced rate of 0.55 EUR, which was introduced in 2011, applies to industrial manufacturing and the processing of agricultural raw materials, provided they meet the requirements for state aid eligibility[footnoteRef:515]. In 2025, the ministry of Finance introduced gradually increasing rates of excuse duties on fuel, natural gas and petroleum gases used as heating fuel, in order to include the CO2 component into the price. The sectors that used to pay 0.55 EUR will see their costs increase to 4.60 EUR per MWh (for heating in industry) and to 1.47 EUR (for heating in agriculture) by 2027. The sectors that used to pay 1.65 EUR per MWh will see the price increase to 2.94 EUR (for end-users participating in the EU ETS) and to 5.95 EUR (for all other consumers using natural gas as fuel) by 2027.[footnoteRef:516] [515:  	https://circabc.europa.eu/ui/group/c1A6a4e9-7563-4d0e-9697-68d9cd24ed34/library/7ff9e898-823f-4b06-985a-119d9e25e529/details]  [516:  	https://www.fm.gov.lv/en/changes-taxation-and-finances-2025] 

Therefore, taxes in Latvia on energy sources are not fully aligned with the emissions, as some sectors still pay a reduced excise tax rate on natural gas. Thus, the included sectors, industrial manufacturing and agricultural raw materials processers, pay less tax than their environmental externalities justify. The excise taxes are being increased in the next two years, but will still not be aligned with This leaves potential for reform of the fuel excise taxes.
Conclusions, country-specific recommendations and reform progress

The 2024 Country Specific Recommendations (CSRs) for Latvia highlight the need improve their efforts to transition to a circular economy, to catch up with the EU’s circular economy goals. Latvia has a below-average performance in sustainable economic growth indicators, while the country’s material footprint is increasing, indicating a need for better resource efficiency measures. When it comes to their waste management, the CSRs note that Latvia has made progress, but that more than half of its municipal waste is still landfilled[footnoteRef:517]. The 2023 CSRs find that Latvia collects low revenues from labour taxation despite high tax rates, compared to the rest of the EU. It’s tax revenue as a share of GDP is also relatively low, suggesting that there is potential for increased environmental taxation[footnoteRef:518]. The 2025 CSRs encourage Latvia to increase its resource efficiency and circularity. While having made improvements to the waste management system, Latvia’s landfilling rate is still too high[footnoteRef:519].

Latvia has one of the highest landfill taxes in the EU at EUR 120 per tonne of waste, showing its commitment to improving the waste management. What’s more is that the tax is expected to be increased to EUR 130 in 2026[footnoteRef:520]. [517:  	https://commission.europa.eu/document/download/99667fa7-b0ed-480c-88da-7d31c19cc285_en?filename=com_2024_614_1_en.pdf]  [518:  	https://commission.europa.eu/document/download/77207bce-9f86-43b5-9c0e-e104aef27972_en?filename=COM_2023_614_1_EN.pdf]  [519:  	https://commission.europa.eu/publications/2025-european-semester-country-specific-recommendations-commission-recommendations_en]  [520:  	https://likumi.lv/ta/en/id/124707-natural-resources-tax-law] 

The CAP Strategic plan of Latvia for 2023-2027[footnoteRef:521] includes a commitment to achieve environmental quality, through lowering pesticide use. The 2020 National Energy and Climate Plans of Latvia include a section on “Greening of taxes”. For 2030, it includes the target to have phased out energy subsidies, and for taxes to be applied “in accordance with the indicator for the source of GHG emissions”[footnoteRef:522]. [521:  	https://agriculture.ec.europa.eu/cap-my-country/cap-strategic-plans/latvia_en#implementation]  [522:  	https://energy.ec.europa.eu/system/files/2020-04/lv_final_necp_main_en_0.pdf] 

[bookmark: _Toc214008906]Potential for implementing additional environmental taxes 
The 2016 report suggests a number of tax changes and the application of new taxes for Latvia. In the context of pollution and resource taxes, the report proposes to increase the tax on extracted raw materials such as sand and limestone to EUR 2.40 per tonne from 2017 onward, in order to encourage the use of secondary materials like recycled construction waste and promote resource efficiency. 
A gradual increase in the landfill tax for municipal waste is also recommended, starting with annual EUR 3 per tonne increments from 2015 to reach EUR 30 per tonne by 2020, or EUR 50 by 2019. With a landfill tax of EUR 120 in 2025, Latvia has more than met the recommendation. To prevent a shift from landfill to incineration without an actual waste reduction, a new tax of up to EUR 15 per tonne is suggested on waste sent to incineration and MBT facilities by 2019, including waste exported for incineration.
Latvia is also advised to replace its current weight-based tax on plastic bags with a specific per-bag charge of EUR 0.10, extending it to all single-use carrier bags to reduce plastic pollution, especially in tourism-sensitive environments.
Other suggested changes include increases in the existing air pollution tax rates are proposed to EUR 1,000 per tonne for SOx and NOx, and EUR 2,000 per tonne for PM10, to strengthen incentives for emission reductions and help meet EU air quality standards. A restructuring of the current water abstraction charges to differentiate between different usages and raising the tax on wastewater to EUR 2.14 per kg biological oxygen demand emissions. Lastly, a tax on nitrogen fertilizers and pesticides is also proposed to decrease their usage.
In 2023, the European Commission suggested introducing a pay-as-you-throw (PAYT) system to further motivate citizens to sort their waste at the source[footnoteRef:523]. [523:  Latvia, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/079620] 

[bookmark: _Toc214008907]Impacts and feasibility of implementing new taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Latvia’s use of environmental taxation outside energy and transport remains limited in scope and rate level. The modelling indicates material upside from a package focused on water-related instruments, landfill, and minerals, with additional but smaller gains from product and air-pollution charges. Under Scenario A, the strongest physical effects arise from a wastewater effluent tax and a predictable landfill escalator, complemented by a calibrated mineral extraction charge that reduces pressure on primary aggregates and stimulates demand for secondary materials. Water abstraction delivers moderate savings where local stress occurs. Product-based instruments on fertilisers and pesticides generate measurable, though smaller, reductions in nutrient surpluses and pesticide pressures. Scenario B mirrors this pattern at reduced magnitude. Revenues scale accordingly: wastewater and minerals provide the largest uplift, with landfill and product taxes contributing a secondary stream.
Total revenues from the investigated taxes could rise by €132 million in 2030 and €157 million in 2035, respectively 2.1 and 2.5 times the revenues for pollution and resource taxes in 2023. The main contributors to the gains are mineral aggregates (65%), pesticides (17%) and water abstraction (6%).  As water effluent and waste to landfill charges are currently above the investigated minimum, these sectors do not contribute to tax revenues. Reduction in emissions or use of materials is greatest for SO2 and PM2.5 (about 25% each) and aggregates (17%). 
	Table A6-82: Environmental Impacts and Revenue Changes in Latvia – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,41
	0,47
	1,13%
	1,30%

	SO2
	-32,43%
	-32,43%
	1,38
	1,12
	3,85%
	3,11%

	PM2.5
	-29,58%
	-29,58%
	7,64
	10,55
	21,23%
	29,32%

	Water Abstraction
	-6,63%
	-6,63%
	8,40
	8,23
	30,86%
	30,22%

	Fertilizers
	-5,99%
	-5,99%
	2,28
	2,66
	6,33%
	7,40%

	Pesticides
	n/a
	n/a
	3,76
	3,74
	10,44%
	10,39%

	Waste Incineration
	-6,35%
	-6,35%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Minerals & Aggregates
	-16,67%
	-16,67%
	74,71
	87,54
	274,38%
	321,47%



	Table A6-83: Environmental Impacts and Revenue Changes in Latvia – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,13
	0,14
	0,3%
	0,4%

	SO2
	-8,11%
	-8,11%
	0,45
	0,36
	1,2%
	1,0%

	PM2.5
	-7,39%
	-7,39%
	2,40
	3,31
	6,7%
	9,2%

	Water Abstraction
	-1,30%
	-1,30%
	0,33
	0,32
	1,2%
	1,2%

	Fertilizers
	-1,50%
	-1,50%
	0,60
	0,70
	1,7%
	1,9%

	Pesticides
	n/a
	n/a
	1,91
	1,90
	5,3%
	5,3%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	-5,02%
	-5,02%
	23,18
	27,16
	85,1%
	99,8%



Latvia has the core permitting and monitoring architecture for large point sources and municipal services, and metering is widespread among utilities and major industrial users, ensuring administrative feasibility. The main implementation challenges are capacity constraints in smaller municipalities and utilities, data gaps for smaller dischargers and farms, and the need to align tax design with available treatment and sorting capacity. Without careful sequencing, higher landfill charges risk short-term cost pressure and diversion to incineration or informal disposal if sorting and recycling infrastructure is insufficient.
Distributional and political risks should be anticipated. Utility and waste bills weigh more heavily on low-income households and in rural municipalities with higher service costs. Agriculture, especially smaller holdings, may face margin pressure from fertiliser and pesticide instruments. Quarrying and construction materials sectors can be sensitive to extraction charges where public procurement practices do not yet favour recycled inputs. These risks are manageable with phased implementation, transparent revenue use and targeted support.
A practical, investment-led sequencing is recommended. Rates should be phased in over three to five years with pre-announced steps, allowing utilities, municipalities and firms to plan and invest. A defined share of incremental revenues should be recycled to lower distortionary taxes on work at the lower end of the wage distribution, provide bill credits for vulnerable households, and co-finance projects that reduce bills over time (leak reduction, tertiary wastewater treatment, sorting and reuse capacity). Annual public reporting that links receipts to tangible outcomes—river stretches lifted out of poor status, landfill diversion achieved, recycled-aggregate shares in public works—will strengthen legitimacy.
Given the modelling results and Latvia’s policy context, the following priority taxes emerge:
Wastewater effluent tax based on pollutant loads (starting with BOD₅ and, where monitoring is robust, nutrients), linked to performance contracts for municipal utilities and co-funding of tertiary treatment and water reuse. This pairing aligns the price signal with investable projects and moderates tariff impacts.
Landfill tax with a predictable escalator, introduced alongside investment in separate collection, sorting and high-quality recycling to avoid displacement to incineration or informal disposal. Strengthened enforcement and digital waste tracking should accompany the rate path.
Mineral extraction tax on sand, gravel and crushed stone at benchmark levels, paired with credits for certified secondary aggregates and procurement standards that recognise recycled content, so that policy pull offsets cost push in construction.
Product-based instruments: a nitrogen-content fertiliser tax calibrated to relative price levels, and a pesticide tax differentiated by toxicity, both introduced with simple compliance rules, advisory support and co-financed precision-application and integrated pest management to protect yields.
Targeted air-pollutant charges (NOx, SO₂, PM₂.₅) for large permitted sources, using modest top-ups and performance-based rebates for early adoption of best available techniques rather than broad exemptions.
Water abstraction pricing can be considered selectively in stressed catchments; where introduced, a locational component will sharpen incentives while keeping average burdens modest.
Concrete safeguards should accompany the package to avoid negative distributional and competitiveness effects. These include: (i) for households, introduce a lifeline block for essential water use and cap year-on-year increases in municipal water and waste tariffs, financing the cap from environmental receipts while preserving the marginal signal above the lifeline (ii) provide automatic bill credits for low-income customers and targeted support in rural municipalities with higher service costs. (iii) for farmers, time-limited rebates conditional on precision fertilisation, nutrient budgeting and integrated pest management, and access to advisory services, will mitigate transition risks (iv)or trade-exposed industrial sites, offer temporary, technology-neutral investment support (accelerated depreciation or investment tax credits) for abatement equipment and process optimisation that preserves the ongoing price signal. In aggregates, fast-track certification of secondary materials and set recycled-content requirements in public projects to stabilise demand.
Implementation should be tied to enabling infrastructure and better data. Extend metering and reporting to smaller abstractions and dischargers using standard coefficients and periodic audits to keep administrative burdens proportionate. Strengthen inspections and sanctions to deter illegal dumping and under-reporting as price signals rise. Coordinate closely across finance, environment and sectoral ministries and with municipalities to align tax design with investment timelines and to avoid regional disparities that could undermine public trust.
Overall, Latvia could advance a focused, phased package that prioritises wastewater, landfill and minerals, complemented by selective product and air instruments and, where warranted, abstraction pricing. With transparent revenue recycling and practical safeguards, these measures can deliver meaningful environmental gains and stable revenues while protecting competitiveness and social fairness.
[bookmark: _Toc214008908]Lithuania
[bookmark: _Toc214008909]Overview of existing environmental taxes
Environmental taxes in Lithuania amounted to 1.6% of GDP in 2023, below the EU average. While revenues have risen substantially in absolute terms over the past 15 years, their relative weight in the economy has declined. Total environmental tax revenue reached EUR 1 billion in real terms in 2023 (Figure A6-45), representing a 102.4% increase since 2009[footnoteRef:524]. Over the same period, however, the ratio of environmental taxes to GDP fell by 20% (Figure A6-46). In 2023, revenues were mainly sourced from energy and transport taxes (around 76.6% and 6.5%, respectively), while pollution and resource taxes contributed 8.8% and 8.1% respectively. [524:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 102.4%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201232525]Figure A6-45: Total environmental tax revenue in Lithuania (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 32.1% of Lithuania’s GDP, an increase of 3.7 percentage points compared with 28.4% in 2009. Environmental taxes represented 5.02% of total tax revenue in 2023, down from 7.08% in 2009 — a decline of 2.06 percentage points over the period. In absolute terms, the strongest increase was recorded in pollution tax revenues (up 87.7%), while the largest decrease occurred in energy tax revenues (-42.6%).
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	[bookmark: _Ref201232612]Figure A6-46: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008910]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 0.09 and 0.08 billion euros. These amount to increases in absolute terms of 436.3% for pollution tax over 15 years (2009-2023). In terms of GDP-ratios, pollution taxes increased by 112.2% (Figure A6-46). In 2023, pollution and resource tax revenues accounted for — respectively — 8.8% and 8.1% of the total environmental tax revenues.
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	Figure A6-47: Resource and pollution tax revenues in Lithuania (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


List of pollution and resource taxes and revenue shares
	Table A6-84:  Pollution taxes

	Tax Name
	Revenue (€ million) 2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Pollution taxes (for all pollution taxes under the Law on Environmental Pollution Tax)
	€842.1 million
	€127.8 million in 2023
	171.1%



	Table A6-85:  Resource taxes

	Tax Name
	Revenue (€ million) 2015-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Deductions from revenue according to the Forestry Law
	€268.4 million
	€41.9 million in 2023
	51.6%



	Table A6-86:  Other environmental taxes not reported in the National Tax List

	Tax Name
	Annual revenue (€ million) in 2023

	Resource taxes (for all resources taxes under the Law on the Tax on State Natural Resources)
	€20,72 million[footnoteRef:525] [525:  	State Tax Inspectorate, Overview of the collection of national budget revenues administered by the State Tax Inspectorate] 


	Tax on hydrocarbon resources
	€2,17 million[footnoteRef:526] [526:  	Ibid.] 




The Ministry of Environment of the Republic of Lithuania performs the administration of taxes for state natural resources, environmental pollution, hydrocarbon resources tax and deductions from income under the Law on Forests.[footnoteRef:527] [527:  	Article 16 of the Law of the Republic of Lithuania on Tax Administration.] 

[bookmark: part_845f6fe718c74196be1a71381686a04a][bookmark: part_6562f64f83c34b0ba03d7bf9b4044db4][bookmark: part_4ce59316dc3841c0bdba287a16e7d28b][bookmark: part_edae565ec6424f6a8d0f795316d4749d]The pollution taxes were established in 1999 (entered into force in 2000) by the Law on Environmental Pollution Tax (Lietuvos Respublikos mokesčio už aplinkos teršimą įstatymas). This Law establishes a tax for environmental pollution from stationary sources of pollution, for environmental pollution from mobile pollution sources, for environmental pollution by product waste, for environmental pollution by packaging waste, for environmental pollution by waste disposed of in a landfill. Taxpayers are natural and legal persons polluting the environment from stationary sources of pollution, who must have a pollution permit with the specified standards for pollutant emissions into the environment, natural and legal persons polluting from mobile sources of pollution used for economic and commercial activities, manufacturers and/or importers for pollution with product and packaging waste, and landfill operators respectively. Taxes on environmental pollution from stationary and mobile pollution sources are distributed proportionally between state budget (30%) and budget of the municipality (70%) in whose territory the stationary pollution object (installation) is located, and in the case of pollution from a mobile pollution source – to the budget of the municipality in whose territory the taxpayer operating (using) the mobile pollution source is registered. The tax for environmental pollution by product and/or packaging waste and the tax for environmental pollution by waste disposed of in a landfill is paid into the state budget. Tax rates and tariff coefficients are set in Annex I to the Law for pollutants and groups of pollutants emitted from stationary pollution sources (emitted into the atmosphere, water bodies, the surface of the earth and its deeper layers) according to their harmfulness to the environment, for packaging – according to its type (glass, plastic, combined, metal, paper, cardboard, polyethylene terephthalate, etc.), for modes of transport (motor and railway vehicles, ships, airplanes) – according to the type of fuel or activity cycle, for waste disposed of in landfills – according to the hazardousness of the waste. 
In January 2020, amendments to the Law on the Pollution Tax were introduced, coming into effect in January 2021. These changes increased tax rates for most pollutants released into the air, water, and soil from stationary sources. The average tax rate rose threefold, with even higher increases for certain pollutants such as VOCs and PM. Despite these increases, tax rates remained relatively low compared to the actual costs of pollution.[footnoteRef:528]  [528:  	Miceikienė Astrida, Verulidze Vazha, Kuklierius Mindaugas (2022), The role of environmental taxes in bioeconomy development: cases of Lithuania and Georgia.] 

Since 2022, different tax rates apply to recyclable and non-recyclable packages, with manufacturers and importers required to prove recyclability to qualify for lower rates and waste handling tariffs.[footnoteRef:529] [529:  	Law of the Republic of Lithuania on Environmental Pollution Tax, State Gazette, 1999-05-28, No. 47-1469.] 

Mandatory deductions from income for sold raw timber and uncut forest under the Forest Law (Privalomieji atskaitymai iš pajamų už parduotą žaliavinę medieną ir nenukirstą mišką pagal Lietuvos Respublikos miškų įstatymo) are included in the state budget revenue and used for forest inventory, fire prevention, disaster response, forest science, support and training for private forest owners, road and drainage maintenance, and public awareness activities. These deductions were established in 1994 (entered into force 1995). The taxpayers are natural and legal persons who are forest managers who have received income from the sale of raw timber harvested in the forest they manage, and from the sale of unfelled forest they manage. Deductions of 15% is established for state forest managers and 5% — for private forest managers. The collected funds shall be distributed as follows: 85% to the state budget and 15% shall be distributed in accordance with the procedure established by the Government or its authorised institution to the budgets of municipalities whose territory is covered by more than 50% of forest cover for the maintenance and repair of public roads of local importance. 
Fees and other related instruments
The resource taxes were established in 1991 by the Law on Tax on State Natural Resources (Mokesčio už valstybinius gamtos išteklius įstatymo). These taxes include tax on minerals, tax on water and soil, and tax on game animals. The purpose of the tax on minerals, except hydrocarbons and peat, used in medical institutions is to encourage natural resource users to use state natural resources economically and efficiently through economic measures, to compensate for state costs of natural resource research and measures to preserve their quantity and quality. Payers of the tax on state natural resources, except for the tax on game animal resources, are natural and legal persons who extract state natural resources subject to tax under the Law on State Natural Resources. This includes those requiring a permit under the Law on Environmental Protection or other relevant legislation, as well as those registered under the Law on Water for using surface water — specifically, individuals or entities extracting or passing through 100 m³ or more of water per day from a single surface water body, including for hydropower generation. Payers of the game animal resource tax are natural and legal persons who have a permit to use game animal resources in a hunting area unit in accordance with the Law on Hunting of the Republic of Lithuania, with the exception of scientific and educational institutions of a biological profile that conduct scientific research on wildlife, its habitat and hunting.  The rates of the tax on state natural resources are set out in Annexes 1, 2 and 3 to the Law on Tax on State Natural Resources based on the amount of natural resources actually extracted or the hunting areas used. 50% of the tax on the use of game animal resources goes to the municipality in whose territory these resources are extracted, 50% to the state budget. For other natural resources, 90% of the tax goes to the state budget, and 10% to the budget of the municipality in which these resources are extracted. The taxes credited to the municipality’s budget shall be used to finance the Special Programme for Supporting Environmental Protection of Municipalities.

Tax on hydrocarbon resources was established in 1992 by the Law on Hydrocarbon Resources Tax (Lietuvos Respublikos angliavandenilių išteklių mokesčio įstatymas).  This tax is paid by Lithuanian and foreign taxable entities and natural persons extracting conventional and dispersed hydrocarbons in the territory of the Republic of Lithuania and its economic zone in the Baltic Sea. The tax is calculated on the basis of the average selling price per cubic meter of extracted conventional and dispersed hydrocarbon (oil and/or gas) resources at the place of extraction calculated by the taxpayer for the tax period. If during the tax period the taxpayer sold hydrocarbon resources at different prices, the average selling price per cubic meter of these resources at the place of extraction shall be calculated by the taxpayer based on the average of these prices. The tax amount consists of the base and compensation rates. The base tax rate for conventional resources is 12% and for dispersed – 15% of the selling price of the resources is applied to hydrocarbon resources extracted from all fields. The compensatory (additional) hydrocarbon resource tax rate of 4.5 to 9 percent is applied to hydrocarbon resources extracted from deposits for the discovery and exploration of which state funds were used. For hydrocarbon resources discovered and explored solely with state funds, the compensation rate is 9%. For hydrocarbon resources that have been discovered and explored not solely at state expense, the compensation rate shall be reduced in proportion to the non-state portion, but not more than 4.5%. The hydrocarbon resources tax is credited: 90% to the state budget, 10% to the budget of the municipality in whose territory hydrocarbon resources are extracted, of which 50% shall be allocated for the preparation of municipal territorial planning documents and the implementation of their solutions, the implementation of public interest service infrastructure in the territory of the municipality, the construction and modernisation of public buildings, the installation of public and recreational spaces, and 50% to finance the Special Program for Supporting Municipal Environmental Protection.

In Lithuania, there is a local fee for the management of municipal waste and waste not classified as municipal waste. The fee consists of a fixed and variable fee component. It is established by the Rules on Local Fees or Other Payments for the Collection of Municipal Waste from Waste Holders and Waste Management (Rules on local toll or other charges for the collection of municipal waste from waste holders and waste management)[footnoteRef:530]. The amount of the fee is determined by the municipal councils. [530:  	Resolution №711 on the approval of the “Rules on Local Fees or Other Payments for the Collection of Municipal Waste from Waste Holders and Waste Management”.] 


In addition, there are permits — often referred to as licences — for activities such as hunting, fishing (both in internal water bodies and the marine waters), or collecting natural resources (e.g., mushrooms, juice). These permits typically involve the payment of a fee upon issuance or an annual fee. These permits often specify the permitted catch or collection limits. These fees do not qualify as environmental taxes because their payment is not unrequited (the payment is made in exchange for a right or service (i.e., the legal right to hunt or fish), and the base is not a unit of environmental harm (e.g. emissions, pollution, resource extraction volume), but rather the activity or administrative process.

Another very common fiscal instrument often discussed in the context of sustainability or environmental impacts (e.g. managing over-tourism) but that do not qualify as environmental tax is the so-called “tourist tax” (Turisto rinkliava). This is an unrequited payment, which base is the presence or overnight stays, rather than a physical unit of pollution or environmental harm. Tourist activity (and over-tourism) may have environmental consequences (e.g. waste, emissions), but the tax is not calculated on that basis. The fee applies to all legal entities and individuals providing short-term accommodation services in Vilnius City for 1 EUR per night per person as established by Decision No. 1-1266, “On the Establishment of a Local Fee for the Use of Vilnius City Municipality’s Public Tourism and Recreation Infrastructure” (Sprendimą Nr. 1-1266 “Dėl vietinės rinkliavos už naudojimąsi Vilniaus miesto savivaldybės viešąja turizmo ir poilsio infrastruktūra nustatymo”). 

There is no incineration tax in Lithuania.[footnoteRef:531] [531:  	OECD (2023), Reform options for Lithuanian climate neutrality by 2050.] 

Proposed or postponed environmental taxes
The proposed annual vehicle tax based on emission standards, intended for implementation in 2023, was rejected by parliament and may be resubmitted with reforms. Meanwhile, the government prioritises economy-wide excise tax amendments and supports tax incentives for inland waterway transport.[footnoteRef:532] [532:   Ibid.] 

Conclusions, country-specific recommendations and reform progress
Country Specific Recommendations (CSRs) to take action in 2025 and 2026 recommends that Lithuania broaden its tax base by shifting towards revenue sources less detrimental to growth, improve tax compliance, and ensure adequate financing for healthcare, social protection and general public services, while maintaining overall expenditure within recommended limits and making use of the national escape clause to support higher defence spending.[footnoteRef:533] [533:  European Commission (2025), European Semester: Country Specific Recommendation / Commission Recommendation.] 


The 2024 CSRs for Lithuania highlight the need to limit the growth in net expenditure in 2025 to a rate consistent with maintaining the general government deficit below the 3% of GDP Treaty reference value and keeping the general government debt at a prudent level over the medium term. In addition, the country also needs to improve its resource productivity to progress towards a circular economy and to allow for continued swift and effective implementation of the recovery and resilience plan, including the REPowerEU chapter, ensuring completion of reforms and investments by August 2026.[footnoteRef:534] [534:  European Commission (2024), European Semester: Country Specific Recommendations / Commission Recommendations.] 


The 2022 CSRs found that Lithuania needs to reduce overall reliance on fossil fuels by accelerating the deployment of renewables, increasing energy efficiency and decarbonisation of industry, transport and buildings, and ensure sufficient capacity of energy interconnections.[footnoteRef:535] [535:  European Commission (2022), European Semester: Country Specific Recommendations / Commission Recommendations.] 


The environmental pollution tax, intended to drive producer behaviour change and promote eco-friendly products, has shown limited effectiveness — partially working for some products (e.g., tyres, batteries) but ineffective for others (e.g., filters, shock absorbers) — with minimal environmental impact and transparency concerns over revenue use.[footnoteRef:536] The tax increases are low compared to the estimated social costs of different pollutants.[footnoteRef:537] [536:  	European Commission (2021), Taxes, charges and fees.  ]  [537:  	OECD (2021), Environmental Performance Reviews: Lithuania 2021.] 

The Lithuanian government proposed amending excise duty legislation to increase excise rates annually from 2023 to 2030 and introduce a carbon tax on fuels from 2025, starting at €10 per tonne of CO2 and rising to €60 by 2030. ETS installations and natural gas would be exempt, while agricultural exemptions would remain but with a phased-in quota limit. The proposal does not include revenue recycling measures, and its consideration has been postponed due to the energy price crisis.[footnoteRef:538] In June 2024, an amendment to the Law on Excise Duties was adopted, introducing a gradual increase in excise rates and establishing a carbon tax on fuels starting in 2025. By 2030, this measure is expected to raise carbon prices in the road transport sector to slightly above the EU average recorded in 2023. Nevertheless, the buildings sector is projected to continue facing the lowest effective rates and limited tax coverage, primarily due to numerous fuel tax exemptions granted to households and businesses. Introducing carbon taxes in sectors outside the scope of the EU Emissions Trading System (EU ETS) could support faster decarbonisation and promote cost alignment across the economy.[footnoteRef:539] According to OECD modelling most of the revenue collected via higher excise taxes and carbon taxes is expected to be transferred to households in a form of lower labour income tax (USD 28.8 billion).[footnoteRef:540] [538:  	OECD (2023), Reform options for Lithuanian climate neutrality by 2050.
IMF (2024), Staff Report for the 2024 Article IV consultation.
OECD (2025), Economic Surveys: Lithuania 2025.]  [539:  	OECD (2025), Economic Surveys: Lithuania 2025.]  [540:  	OECD (2023), Reform options for Lithuanian climate neutrality by 2050.] 

In its 2025 Economic Survey, OECD has highlighted that carbon prices in Lithuania’s sectors not covered by the EU Emissions Trading System (EU ETS) remain substantially below the EU average. It recommended progressively aligning these prices with those within the EU ETS through tax measures, while providing compensation to low-income households through targeted benefits.[footnoteRef:541] [541:  	OECD (2025), Economic Surveys: Lithuania 2025.] 


From 1 January 2025, amendments to Lithuania’s Law on Environmental Pollution Tax came into force, allowing producers and importers to be exempt from the tax on packaging waste only for the amount of plastic, PET, and combined packaging that is actually recycled. These changes aim to enhance producer and importer responsibility, in line with the EU’s requirement for Member States to contribute financially to the EU budget based on unrecycled plastic packaging waste. Additionally, incineration will no longer count towards packaging recovery targets, reinforcing the shift toward recycling and reuse. Despite tax payments, producers and importers will still be obliged to contribute to packaging waste management under separate legislation. The reform supports the EU’s circular economy goals and incentivises more sustainable packaging practices.[footnoteRef:542] [542:  Ministry of Environment of the Republic of Lithuania (2024), Tax changes relevant to packaging manufacturers and importers will come into effect from January 1, 2025.] 

[bookmark: _Toc214008911]Potential for implementing additional environmental taxes
Lithuania’s environmental tax system remains focused on energy and transport, while several non-energy instruments are partial or set at levels that provide weak incentives. In April 2025 Lithuania's Ministry of Finance has proposed a wide-ranging package of tax reforms to fund the State Defence Fund and enhance tax system fairness and efficiency. The plan includes more progressive income tax rates, expanded property and corporate taxation, excise duties on sugary drinks, and reduced VAT exemptions. Significant changes include taxing high incomes more heavily, broadening the property tax base with progressive rates, and introducing new levies such as a 10% security contribution on non-life insurance and excise duties on sweetened beverages. The reforms aim to raise over €1.1 billion by 2027 while balancing social equity, encouraging investment, and supporting national defence and local government budgets.[footnoteRef:543]  [543:  	Ministry of Finance of the Republic of Lithuania (2025), Tax proposal package.] 

OECD modelling results indicate that Lithuania can achieve decarbonisation at moderate economic cost. However, further efforts are required in key sectors where emissions reductions remain limited. This highlights the potential role of additional environmental taxes as part of a broader climate policy. In the industry sector, processes such as ammonia production contribute significantly to national GHG emissions and remain difficult to decarbonise due to a lack of viable electrification options. Key technologies such as carbon capture and storage and green hydrogen, both central to Lithuania’s National Energy and Climate Plan, require further development and cost reductions to be deployed at scale. In the agriculture and forestry sector, enhancing carbon sinks through improved land-use practices and afforestation is critical. Although some technologies exist to reduce agricultural emissions — particularly methane — their overall impact remains limited and associated with high costs. Lithuania currently relies too heavily on horizontal tax breaks for technology support. To support the sector's transition, it is essential to provide stronger incentives for carbon sequestration and to invest in the development and adoption of more efficient, climate-friendly farming practices.[footnoteRef:544] [544:  	OECD (2023), Reform options for Lithuanian climate neutrality by 2050.] 

A study on the Optimization of the tax system combining the interests of family farms and government in agriculture developed and tested a mathematical model of an optimal tax system using data from 100 Lithuanian family farms over the 2014–2017 period. The proposed system, tailored to Lithuanian conditions, aimed to balance the economic, social, and environmental interests of both family farms and the government. Among the recommendations was the introduction of a proportional fertiliser tax to incentivise more sustainable farming practices. The suggested rates were: €0.07 per kg for nitrogen fertilisers, €0.71 per kg for phosphorus fertilisers, and €0.70 per kg for potassium fertilisers. This approach is expected to promote investment in innovative technologies, reduce greenhouse gas emissions, contribute to biodiversity conservation, and support the objectives of the Common Agricultural Policy (CAP).[footnoteRef:545] [545:  Besusparienė E. (2020), Optimization of the tax system combining the interests of family farms and government in agriculture.] 

As Lithuania has not yet introduced an incineration tax[footnoteRef:546], the Study on Assessing the Environmental Fiscal Reform Potential for the EU28 recommended its implementation to avoid the diversion of waste from landfilling to incineration. Specifically, it proposed introducing an incineration tax of up to €15 per tonne, alongside equivalent rates for mechanical biological treatment (MBT) facilities, over the same period during which landfill taxes are increased. These proposed rates are lower than the highest levels in the EU (e.g. in Denmark) and are intended to support waste management practices that prioritise the upper tiers of the waste hierarchy, in line with the Roadmap to a Resource Efficient Europe.[footnoteRef:547] [546:  	OECD (2023), Reform options for Lithuanian climate neutrality by 2050.]  [547:  	European Commission (2016), Study on assessing the environmental fiscal reform potential for the EU28. ] 

[bookmark: _Toc214008912]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
The modelling and comparative analysis suggests that in Lithuania total revenues from the investigated taxes could rise by €268 million in 2030 and €292 million in 2035, respectively 1.3 and 1.5 times the revenues for pollution and resource taxes in 2023. The main contributors to the gains could be mineral aggregates (56%), water effluent (18%), pesticides (11%) and water abstraction (5%). Reduction in emissions or use of materials is greatest for waste to landfill (46%), SO2 (30%), waste incineration (20%), pesticides and aggregates (17%) and fertilizers and PM2.5 (12% each).
The modelling suggests areas for improvement, particularly in waste and minerals. Under Scenario A, the largest physical gains could come from a stronger landfill price signal, where Lithuania is among the Member States projected to achieve reductions of more than 30 per cent by 2030 once benchmark rates are fully phased in. A calibrated minerals charge on sand, gravel and crushed stone could further curb primary extraction and stimulate demand for recycled aggregates. Wastewater charges exist and are structured by pollutant parameters, yet the simulated benchmark rates are higher than current levels, suggesting room to cut pollutant loads and raise revenue at modest macroeconomic cost. Air-pollutant charges on large point sources deliver incremental abatement; fertiliser and pesticide instruments yield smaller but still meaningful reductions in nutrient surplus and toxicity. Water abstraction effects are moderate at national level, though a locational signal could help in locally stressed catchments. Scenario B suggests a similar pattern at lower magnitudes. Overall, the results suggest that Lithuania could strengthen environmental taxation.
	Table A6-87: Environmental Impacts and Revenue Changes in Lithuania – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,29
	0,18
	0,19%
	0,12%

	SO2
	-32,43%
	-32,43%
	6,30
	5,12
	4,16%
	3,38%

	PM2.5
	-29,58%
	-29,58%
	1,31
	1,24
	0,87%
	0,82%

	Water Abstraction
	-6,61%
	-6,61%
	13,07
	10,54
	26,30%
	21,20%

	Fertilizers
	-11,98%
	-11,98%
	5,30
	5,20
	3,50%
	3,43%

	Pesticides
	n/a
	n/a
	10,96
	11,02
	7,24%
	7,27%

	Waste Incineration
	-20,00%
	-20,00%
	0,02
	0,01
	0,01%
	0,01%

	Waste to Landfill
	-46,08%
	-46,08%
	10,85
	7,36
	7,17%
	4,86%

	Water Effluent
	-7,48%
	-7,48%
	57,94
	55,41
	38,26%
	36,59%

	Minerals & Aggregates
	-16,67%
	-16,67%
	125,51
	151,23
	252,54%
	304,29%



	Table A6-88: Environmental Impacts and Revenue Changes in Lithuania – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,06
	0,04
	0,0%
	0,0%

	SO2
	-8,11%
	-8,11%
	2,14
	1,74
	1,4%
	1,1%

	PM2.5
	-7,39%
	-7,39%
	0,38
	0,36
	0,2%
	0,2%

	Water Abstraction
	-1,29%
	-1,29%
	1,25
	1,01
	2,5%
	2,0%

	Fertilizers
	-3,00%
	-3,00%
	1,46
	1,43
	1,0%
	0,9%

	Pesticides
	n/a
	n/a
	5,62
	5,64
	3,7%
	3,7%

	Waste Incineration
	-8,31%
	-8,31%
	0,01
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-25,66%
	-25,66%
	7,33
	4,97
	4,8%
	3,3%

	Water Effluent
	-3,01%
	-3,01%
	18,08
	17,29
	11,9%
	11,4%

	Minerals & Aggregates
	-5,02%
	-5,02%
	37,86
	45,61
	76,2%
	91,8%



Lithuania has established permitting and monitoring for large installations and utilities, and metering is widespread among major users. The main obstacles are uneven capacity in smaller municipalities and utilities, data gaps for small dischargers and farms, and the need to align tax design with available waste and wastewater infrastructure. If landfill rates rise faster than sorting and treatment capacity, short-term risks include higher municipal costs, diversion to incineration and informal disposal. For wastewater, higher charges could pressure tariffs unless paired with investment support for tertiary treatment and reuse. In aggregates, quarrying and construction stakeholders may oppose higher extraction charges if public procurement does not yet favour recycled inputs.
Distributional and political challenges associated with environmental taxes are well documented across Member States, particularly where charges feed through to household utility and waste bills or to input costs in agriculture. In Italy, lower-income households and rural municipalities tend to face higher relative costs for water and waste services, and smaller farms may be more exposed to changes in fertiliser or pesticide prices. These factors represent potential barriers to implementation.
Evidence from other Member States shows that such barriers can be mitigated through gradual implementation and transparent revenue use. A phased trajectory, with rates increasing in pre-announced steps over several years, allows municipalities, utilities and firms to plan investments and adjust operations. International experience also suggests that earmarking a clearly defined share of incremental receipts for measures such as bill credits for vulnerable households, targeted reductions in labour taxes for low and middle earners, or co-funding of infrastructure that lowers long-term bills and emissions (for example leak reduction, advanced wastewater treatment, or separate collection and sorting), can support acceptability. Regular public reporting that links revenues to measurable outcomes, such as improvements in water status, landfill diversion, or increased use of recycled aggregates in public works, has been shown to improve transparency and strengthen public confidence.
Competitiveness risks differ across sectors but are generally limited at benchmark tax levels when reforms are introduced alongside enabling measures. In construction materials, the main risk arises from higher extraction costs for primary aggregates, which could increase input prices in construction. Experience from countries such as the United Kingdom and Belgium shows that this risk is mitigated where charges are combined with measures that stimulate demand for secondary materials, for example through quality standards for recycled aggregates or minimum recycled-content requirements in public procurement. These measures reduce reliance on primary extraction and limit cost pass-through.
In industrial sectors subject to NOₓ, SO₂ or PM₂.₅ charges, the main competitiveness concern stems from differences in abatement costs across installations. Evidence from Sweden and Denmark indicates that moderate emission charges, when paired with time-limited and technology-neutral investment support for best available techniques, reduce adjustment costs while maintaining incentives to cut emissions. This sequencing enables firms to comply without shifting production or reducing output.
In agriculture, the principal risk relates to the sensitivity of smaller farms to input price changes for fertilisers and pesticides. Studies from Denmark, France and the Netherlands suggest that gradual introduction, combined with advisory services and co-financing for precision application equipment or integrated pest-management tools, helps maintain yields while lowering nutrient and pesticide losses. These measures have been shown to reduce compliance costs, particularly for farms with limited capital, and therefore moderate competitiveness impacts.
As environmental price signals strengthen, several implementation risks may arise. A key concern is that higher landfill or discharge charges can increase incentives for illegal dumping or under-reporting. Evidence from Member States that introduced substantial landfill charge increases, for example the Netherlands, shows that expanding digital waste-tracking systems and conducting proportionate, risk-based inspections helped limit these behaviours.
Another concern is that extending abstraction or discharge charges to smaller users may increase administrative complexity. Experience from countries using simplified reporting systems, such as standard coefficients or periodic audits (e.g. Denmark for wastewater surcharges), suggests that these approaches can broaden coverage without imposing excessive administrative burdens.
A further operational risk stems from potential misalignment between tax design and infrastructure investment cycles, particularly for municipalities responsible for water and waste management. Past assessments of environmental charging reforms in France and Germany highlight that coordination between environment and finance ministries, regulators and local authorities improves planning certainty and helps avoid regional disparities in implementation capacity.
Analysis suggests that the main opportunities for Lithuania lie in strengthening existing environmental taxes where feasibility is highest and alignment with EU practice is clearest. For waste, modelling results and international experience indicate scope to establish a predictable multi-year trajectory for landfill charges, supported by investment in separate collection, sorting and high-quality recycling to ensure that diversion remains attainable at reasonable cost. For minerals, the evidence points to potential benefits from recalibrating extraction charges towards benchmark levels and complementing this with measures that recognise certified secondary aggregates or include recycled-content requirements in public procurement, as seen in several other Member States. In wastewater management, the analysis highlights opportunities to better align charges with pollutant loads and the sensitivity of receiving waters. Linking any adjustments to performance contracts with utilities and to co-funded upgrades, such as tertiary treatment or reuse, has helped maintain acceptability elsewhere. For air pollutants, modest, targeted charges on large permitted sources appear technically feasible and consistent with approaches adopted in other countries. Instruments for fertilisers or pesticides could be considered at a later stage once simple compliance rules, advisory support and monitoring systems are in place. Where pressures on water abstraction vary significantly across catchments, examples from countries using spatially differentiated rates suggest that tailoring charges to local scarcity conditions can sharpen incentives without creating unnecessary burdens at national level.
[bookmark: _Toc214008913]Luxembourg
[bookmark: _Toc214008914]Overview of existing environmental taxes in Luxembourg
Environmental taxes in Luxembourg amounted to 1.3% of GDP in 2023, below the EU average. Although revenues have grown slightly in absolute terms over the past 15 years, their relative importance in the economy has decreased. Total environmental tax revenue reached EUR 960.7 million in 2023 (Figure A6-48), representing a modest 3.1% increase since 2009[footnoteRef:548]. Over the same period, however, the ratio of environmental taxes to GDP fell from 2.4% in 2009 to 1.3% in 2023. In 2023, revenues were overwhelmingly derived from energy and transport taxes (around 92.3% and 6.8%, respectively), while resource taxes contributed 0.83%. As of 2025, there are no pollution taxes currently levied in Luxembourg. [548:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 3.1% increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201239052]Figure A6-48: Total environmental tax revenue in Luxembourg (2009-2023) in million euros 


 
In 2023, total tax revenue (including net social contributions) accounted for 42.7% of Luxembourg’s GDP, an increase of 4.3 percentage points compared with 38.4% in 2009. Environmental taxes represented 3% of total tax revenue (including net social contributions) in 2023, down from 6.2% in 2009 — a decline of 3.2 percentage points over the period.

	
[image: ]


	[bookmark: _Ref201232435]Figure A6-49: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes - Note – resource taxes change is measured from 2010-2023 




[bookmark: _Toc214008915]Existing pollution and resource taxes
Luxembourg does not levy pollution taxes. In 2023, resource tax revenue reached 8 million euros. This amounts to an increase in absolute terms of 69.7% over 14 years (2010-2023). However, in terms of GDP-ratios, resource taxes decreased by 7% (Figure A6-49). In 2023, resource tax revenues accounted for 0.83% of the total environmental tax revenues.  In 2022, 61% of resource tax revenues were paid by households and 39% by economic activities (as classified by NACE)[footnoteRef:549]. [549:   [env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)] 
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	Figure A6-50: Resource tax revenues in Luxembourg (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


List of pollution and resource taxes and revenue shares
	Table A6-89:  Resource taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Tax on water 
	118.3
	7.9
	100%


 
Water taxation: A tax on water has been in force since 2010. The tax is applied to both extraction and the discharge of wastewater and is included in the price of water. The water act[footnoteRef:550], passed in 2008, states that the costs of services related to the use of water shall be borne by users, in line with the user-pays and polluter-pays principle. The legislation lists three kinds of users: the household sector, the industrial sector and the agricultural sector. There are national guidelines to calculate water prices, however, the price of water can fluctuate between communes, depending on the suppliers and geographical conditions, such as between rural and urban areas. The water price comprises 4 components: 1) a fee that covers costs related to the provision of water for human consumption; 2) a fee that covers the costs of the wastewater collection network; 3) a water abstraction tax payable to the state (set at 0.10 euros per cubic meter); 4) a wastewater discharge tax payable to the state (set at 1 euro per unit of pollutant load). The wastewater discharge tax varies according to annual levels of pollutants in wastewater, or units of pollutant load (unité de charge polluante, or UCP). The revenue is collected by the tax collectors in each district and the revenue is received by the Water Management Administration. Water pricing remains a municipal decision in Luxembourg despite some debates to create a single price at the national level[footnoteRef:551]. We have written to the water management administration on 30/04/2025 to verify if above understanding is correct and if there have been any major changes. We are awaiting a response. [550:  	Version consolidée applicable au 01/01/2025 : L... - Legilux]  [551:  	Study on assessing the environmental fiscal reform potential for the EU28 - Publications Office of the EU] 


Fees and other related instruments

Municipal waste: Waste management in Luxembourg falls under the general plan for waste management (PGGD - Plan général de gestion des déchets). The plan was first introduced in 2010 with an amended law on waste management introduced in 2012 (Loi du 21 mars 2012 relative à la gestion des déchets). The adopted approach varies between different communes, with some communes implementing a ‘pay as you throw’ tax by weight for residual waste, some implementing a tax by collection frequency, and others continuing to use a standard levy. As the revenues from this system pay for the service rather than going to the treasury, they do not constitute an environmental tax[footnoteRef:552]. The data on pricing for this service and the revenues is not easily accessible. This might be due to the fragmented approaches between the communes.  [552:  	Study on assessing the environmental fiscal reform potential for the EU28 - Publications Office of the EU] 


There is not much literature on either the water tax or the municipal waste fees, as most environmental tax literature on Luxembourg either focuses on carbon emissions or transport-related taxes.

Conclusions, country-specific recommendations and reform progress 
The European Commission has been encouraging Member States, most recently through the European Green Deal, to bring changes to national tax systems that shift the tax burden from economic functions such as labour to activities that lead to environmental pollution and climate change[footnoteRef:553]. However, for tax data from 2002 to 2019, the opposite trend was observed in Luxembourg – the increase in labour tax revenues was higher than the increase in environmental tax revenues. For 2023, Luxembourg’s share of environmental tax revenue compared to the total tax revenue is 3%, somewhat lower than the value for the EU as a whole (4.63%)[footnoteRef:554]. The resource tax on water has a very small share (0.83%) of the total environmental taxes revenue collected. Luxembourg’s revenues from environmental taxes as a share of GDP are among the lowest in the EU[footnoteRef:555]. Environmental taxation is limited and mostly consists of transport fuel taxes. According to the Luxembourg country-specific report published as part of the 2025 European Semester Spring Package[footnoteRef:556], there is scope to better incentivise environmentally friendly behaviour, including by developing pollution and resources taxes (which at present do not cover NOx emissions, waste landfilling and incineration, fertilisers, pesticides, or plastic products). This would further align the country’s environmental taxes with the EU’s ‘polluter pays’ principle. [553:  	The role of (environmental) taxation in supporting sustainability transitions — European Environment Agency]  [554:  	These numbers are calculated using data on environmental taxes ([env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)) and total tax revenue and social contributions ([gov_10a_taxag] Main national accounts tax aggregates)]  [555:  	https://economy-finance.ec.europa.eu/document/download/4288d41f-8809-4418-b398-c01668fca3ba_en?filename=LU_CR_SWD_2025_216_1_EN_autre_document_travail_service_part1_v4.pdf]  [556:  	https://economy-finance.ec.europa.eu/document/download/4288d41f-8809-4418-b398-c01668fca3ba_en?filename=LU_CR_SWD_2025_216_1_EN_autre_document_travail_service_part1_v4.pdf] 

[bookmark: _Toc214008916]Potential for implementing additional environmental taxes
Hogg et al. (2016) identified several areas in which Luxembourg could expand its use of environmental taxation to strengthen resource efficiency, reduce pollution, and support the transition to a circular economy. Progress since then has been limited, and most of the recommendations remain relevant.
The most pressing environmental issue for Luxembourg concerns water quality, particularly nitrate and pesticide contamination of surface and groundwater. Concentrations have exceeded EU thresholds in several monitoring points, largely due to diffuse agricultural pollution. Hogg et al. (2016) therefore proposed introducing taxes on pesticides and fertilisers to curb excessive application and reduce nutrient runoff. Currently, Luxembourg applies a 17 per cent VAT rate on pesticides and plant-protection materials and a reduced 3 per cent rate on fertilisers, but no specific environmental tax exists. To address persistent water-quality issues, Luxembourg could combine these instruments with a charge on manure or diffuse nutrient emissions from intensive livestock operations, or with a catchment-based abstraction tax that encourages efficient water use by agriculture and industry. Differentiated rates by nitrogen content or toxicity would make the scheme more targeted, while rebates or credits could reward farmers who adopt precision-application technologies, nutrient management plans, or organic production methods.
The report first proposed the introduction of an aggregates tax to reduce environmental pressure from mineral extraction and to stimulate the use of secondary materials derived from construction and demolition waste. The suggested rate of €2.40 per tonne, to be kept constant in real terms, would apply to materials such as marble, chalk, dolomite, slate, limestone, gypsum, sand, and gravel. By raising the relative cost of virgin materials, such a measure would encourage recycling, reduce waste generation and align Luxembourg with the EU’s circularity objectives. Information is lacking on whether such a tax has been considered, but given the country’s strong construction demand and limited domestic raw material base, a modest extraction charge could promote greater use of recycled aggregates without harming competitiveness.
A packaging tax was also recommended to stimulate waste prevention in the packaging industry and reduce demand for primary materials. Hogg et al. (2016) suggested material-differentiated rates ranging from €21 per tonne for wood to €315 per tonne for aluminium, based on embodied CO₂ savings. No such instrument has been adopted nationally. Since 2021, Luxembourg, like other EU Member States, contributes to the EU levy on non-recycled plastic packaging (€0.80 per kilogram), but this is financed directly from the state budget rather than recovered from producers or consumers. Introducing a domestic packaging or single-use product tax could help shift consumption patterns, align national practice with EU circular economy targets, and generate resources for recycling and reuse systems foreseen under the 2021 Circular Economy Action Plan.
In 2023, the European Commission underlined the potential of expanding the pay-as-you-throw system for residual waste, as these schemes currently cover roughly 60% of the population[footnoteRef:557]. [557:  Luxembourg, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/940903] 

Regarding air pollution, Luxembourg does not currently apply taxes on air pollutants such as NOx, SOx, or particulate matter. The IEEP study recommended introducing such taxes at rates of €1,000 per tonne for NOx and SOx and €2,000 per tonne for PM₁₀, with a gradual phase-in. The aim was to strengthen incentives for cleaner production, particularly in the energy and construction sectors. While Luxembourg’s existing carbon and fuel taxes indirectly contribute to air-quality improvements, no dedicated air-pollutant charge has been implemented. Given the country’s dense traffic and ongoing air-quality challenges in urban areas, a targeted emission-based levy on large stationary sources or heavy-duty vehicles could complement existing measures, delivering local co-benefits for health and climate policy.
Together, these instruments would form a coherent package to tackle Luxembourg’s main environmental challenges. A fertiliser and pesticide tax, complemented by a manure or nutrient-discharge charge, would directly address water pollution and help the country meet its obligations under the Nitrates Directive and the Water Framework Directive. An abstraction charge could reinforce water-efficiency incentives in stressed basins, while modest extraction and packaging taxes would support the circular economy and resource conservation. Finally, an air-pollution levy would provide an additional incentive for cleaner technologies and urban-air-quality improvements.
In summary, Luxembourg’s key opportunity lies in aligning its fiscal system more closely with its environmental priorities, particularly the protection of water resources. A targeted mix of agricultural and resource-use taxes, introduced gradually and supported by revenue recycling into green infrastructure and sustainable farming practices, would deliver meaningful environmental improvements while maintaining competitiveness and social fairness.
[bookmark: _Toc214008917]Impacts and feasibility of implementing new taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Luxembourg has made progress in integrating environmental considerations into its fiscal system, notably through carbon and energy taxation. However, beyond these areas, environmental taxation remains narrow in scope and moderate in level. The modelling results suggest that Luxembourg could achieve tangible environmental gains through the introduction of targeted pollution and resource taxes, particularly those addressing water quality, material efficiency, and waste prevention.
Total revenues from the investigated taxes could rise by €70 million in 2030 and €64 million in 2035, respectively 8.3 and 7.9 times the revenues for pollution and resource taxes in 2023.  Almost the entire gain is from waste to landfill (97%). The other contributors are pesticide and fertilizer taxes and the PM2.5 tax. No contribution is made from water effluent taxes as they are already above the investigated minimum. Reduction in emissions or use of materials is greatest for waste to landfill (50%), pesticides (41%) and fertilizers (24%). 
	Table A6-90: Environmental Impacts and Revenue Changes in Luxembourg – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,08
	0,08
	N.A
	N.A

	SO2
	-32,43%
	-32,43%
	0,19
	0,13
	N.A
	N.A

	PM2.5
	-29,58%
	-29,58%
	0,75
	0,90
	N.A
	N.A

	Water Abstraction
	-10,76%
	-10,76%
	-0,55
	-0,57
	-6,46%
	-6,70%

	Fertilizers
	-29,96%
	-29,96%
	0,74
	0,66
	N.A.
	N.A.

	Pesticides
	n/a
	n/a
	1,09
	1,07
	0,00%
	0,00%

	Waste Incineration
	-20,00%
	-20,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	-49,91%
	-49,91%
	67,74
	61,22
	N.E.
	N.E.

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Minerals & Aggregates
	-16,67%
	-16,67%
	0,79
	0,65
	9,32%
	7,69%



	Table A6-91: Environmental Impacts and Revenue Changes in Luxembourg – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,03
	0,03
	NA
	NA

	SO2
	-8,11%
	-8,11%
	0,07
	0,04
	NA
	NA

	PM2.5
	-7,39%
	-7,39%
	0,25
	0,30
	NA
	NA

	Water Abstraction
	-2,11%
	-2,11%
	-0,02
	-0,02
	-0,2%
	-0,2%

	Fertilizers
	-7,49%
	-7,49%
	0,24
	0,22
	n.e.
	n.e.

	Pesticides
	n/a
	n/a
	0,58
	0,57
	0,0%
	0,0%

	Waste Incineration
	-8,31%
	-8,31%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-27,80%
	-27,80%
	50,03
	45,22
	N.E.
	N.E.

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	-5,02%
	-5,02%
	0,27
	0,22
	3,2%
	2,6%



The country’s most pressing environmental challenge is water quality. Concentrations of nitrates and pesticides in surface and groundwater continue to exceed EU thresholds in some regions, reflecting diffuse pollution from intensive livestock farming and fertiliser use. This points to the need for stronger price signals in agriculture. A pesticide and fertiliser tax, as recommended by the 2016 IEEP study, would directly target these pressures. Suggested rates were €5 per kilogram of active pesticide ingredient and €0.25 per kilogram of nitrogen in mineral fertilisers. Differentiating rates by toxicity and nitrogen content would make the tax more effective while maintaining proportionality for lower-risk products. Complementary options could include a charge on manure or nutrient discharges from intensive livestock farms and a non-point source pollution levy calibrated to catchment vulnerability, both of which would strengthen compliance with the Water Framework and Nitrates Directives.
Introducing such measures would need to be accompanied by strong flanking policies to ensure fairness and feasibility. Transitional support and revenue recycling should be provided for farmers adopting precision agriculture, nutrient-management planning, or organic practices. Revenues could also finance investment in riparian buffers, wetland restoration, and improved manure storage facilities. These actions would not only improve water quality but also enhance soil health and resilience to climate impacts.
A water abstraction charge could complement these measures by improving efficiency in agricultural and industrial water use. Rates should be differentiated by sector and basin, reflecting local water-stress conditions. For instance, higher charges could apply to abstractions in catchments where ecological thresholds are at risk, while lower rates could be applied in areas with abundant supply. Strengthening monitoring and metering for groundwater and surface abstractions would be essential for effective implementation.
Beyond water, there is scope to expand resource- and pollution-related taxation. Luxembourg currently has no aggregates tax, despite high material demand driven by construction and infrastructure development. Hogg et al. (2016) proposed introducing a charge of €2.40 per tonne on extracted materials such as limestone, gypsum, sand, and gravel. Such a measure would encourage the use of recycled aggregates and secondary raw materials, supporting the country’s circular economy objectives. Although Luxembourg’s domestic extraction volumes are modest, a tax could still play a strategic role by internalising environmental costs and signalling policy consistency with neighbouring Member States that have adopted similar measures.
A packaging tax was also recommended to reduce waste and promote material efficiency. The 2016 study proposed material-specific rates ranging from €21 per tonne for wood to €315 per tonne for aluminium, reflecting embodied CO₂ savings. Luxembourg currently has no packaging or plastic tax; since 2021, the government has financed its contribution to the EU’s non-recycled plastic packaging levy directly from the state budget rather than passing the cost on to producers or consumers. Introducing a domestic levy on packaging materials or single-use products could provide additional incentives for waste prevention and support the development of reuse systems foreseen under the EU Circular Economy Action Plan.
Regarding air pollution, Luxembourg does not apply taxes on pollutants such as NOx, SOx, or particulate matter. Hogg et al. (2016) recommended introducing charges at €1,000 per tonne for NOx and SOx and €2,000 per tonne for PM₁₀, phased in over several years. Although Luxembourg’s existing carbon and fuel taxes contribute indirectly to air-quality improvements, a targeted pollutant-based charge would incentivise further reductions in emissions from large point sources, the energy sector, and construction activities. Given the country’s high vehicle density and urban air-quality challenges, such a measure could complement existing transport and carbon pricing schemes.
Implementation of these taxes is administratively feasible. Luxembourg has robust data systems, strong monitoring capacity, and high institutional coordination between the Ministry of the Environment, Climate and Biodiversity and the Administration de l’Environnement. The main obstacles are political and sectoral: public acceptance in agriculture, cost concerns in construction, and potential overlap with EU-level instruments. These can be mitigated through gradual phasing-in, targeted exemptions for small operators, and clear communication on the use of revenues. Allocating part of the proceeds to reduce distortionary taxes, support green innovation, and co-finance environmental infrastructure will reinforce credibility and fairness.
Based on the modelling and policy context, priority areas for Luxembourg include:
	A pesticide and fertiliser tax, complemented by a manure or diffuse-pollution charge, to address persistent nutrient and pesticide contamination of water resources;
	A water abstraction tax, with differentiated rates by sector and catchment, to encourage efficiency in water-scarce areas;
	An aggregates tax, promoting circular construction and alignment with the EU’s resource-efficiency goals;
	A packaging or single-use product levy, building on the EU plastics levy and supporting waste prevention; and
	A targeted air-pollutant charge, applied to large point sources and integrated with existing carbon and energy taxation.
In summary, Luxembourg’s most critical challenge lies in tackling diffuse water pollution and nutrient overload. A coherent package of agricultural, resource-use, and pollution-based taxes, phased in gradually and supported by visible reinvestment in sustainable farming and environmental infrastructure, would deliver substantial benefits for water quality, circularity, and fiscal resilience. Any fiscal reform needs to consider that small tax changes made by larger neighbours such as Germany and France can have significant impacts on Luxembourg[footnoteRef:558].  [558:  	Study on assessing the environmental fiscal reform potential for the EU28 - Publications Office of the EU] 

[bookmark: _Toc214008918]Malta
[bookmark: _Toc214008919]Overview of existing environmental taxes
Environmental taxes in Malta amounted to 1.5% of GDP in 2023, below the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has fallen. Total environmental tax revenue reached EUR 295.5 million in 2023 (Figure A6-51), representing a 57.2% increase since 2009[footnoteRef:559]. Over the same period, however, the ratio of environmental taxes to GDP declined sharply, from 3.1% to 1.5% (a decrease of 50.2%). In 2023, revenues were primarily derived from energy and transport taxes (around 49% and 41%, respectively), while pollution taxes accounted for under 10%. There are no resource taxes in Malta.  [559:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 57.2%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201232221]Figure A6-51: Total environmental tax revenue in Malta (2009-2023) in million euros - Source: Own elaboration of Eurostat data



In 2023, total tax revenue (including net social contributions) accounted for 26.0% of Malta’s GDP, down by 6.8 percentage points from 32.8% in 2009. Environmental taxes represented 6.0% of total tax revenue in 2023, compared with 9.5% in 2009 — a decline of 3.5 percentage points over the period. A detailed breakdown of environmental tax categories is provided in Figure A6-52.
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	[bookmark: _Ref201232260]Figure A6-52: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes - Source: Own elaboration of Eurostat data 



Malta’s taxation system is fully centralised, with the Malta Tax and Customs Authority (MTCA) acting as the regulatory body responsible for the administration and collection of all taxes. Environmental taxation in Malta is dominated by energy and transport-related instruments, while pollution taxes play only a marginal role. The existing pollution taxes are primarily in the form of levies charged to tourists and various excise duties on specific products rather than dedicated charges targeting pollution or resource use.
According to 2023 data, approximately 90%of Malta’s environmental tax revenue is derived from energy and transport taxes, with only around 10%coming from pollution taxes. This limited contribution partly reflects the relatively recent introduction of pollution-related instruments compared to the long-established energy and transport taxes. Overall, environmental taxes account for about 6%of Malta’s total tax revenue, a figure notably higher than the EU average of 4.63%t. This indicates that while Malta’s overall reliance on environmental taxation is above the EU norm, its structure remains heavily skewed towards energy and transport, leaving significant potential to expand the role of pollution and resource taxes.[footnoteRef:560]  [560:  	https://www.centralbankmalta.org/site/Publications/Economic%20Research/2022/Fiscal-policy-role-climate-change.pdf?revcount=4984 and https://nso.gov.mt/wp-content/uploads/NR-2023-193-Table-5.ods] 

[bookmark: _Toc214008920]Existing pollution and resource taxes 
Malta does not levy resource taxes. In 2023, pollution revenues reached 28.7 million euros. These amount to increases in absolute terms of 129% over 15 years (2009-2023). However, in terms of GDP-ratios, pollution taxes decreased by 27.3% (Figure A6-52). In 2023, pollution tax revenues accounted for 10% of the total environmental tax revenues.
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	Figure A6-53: Resource and pollution tax revenues in Malta in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years - Source: Own elaboration of Eurostat data


List of pollution and resource taxes and revenue shares
	Table A6-92:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Eco Contribution
	64.6
	4.3
	17.6%

	Excise Levies – Cement
	173.8
	12.4
	50.9%

	Excise Duties – Pneumatic Tyres
	13.6
	1.5
	6.2%

	Excise Duties – Ammunition Cartridges 
	0.1
	0.009
	0.04%

	Excise Duties – Chewing Gum
	4.7
	0.5
	2.1%

	Excise Duties – Bottled Water 
	6.6
	0.7
	3.0%

	Excise Duties – Non-Alcohol Beverages
	19.8
	2.2
	9.0%

	Excise Duties – Toiletries 
	6.0
	0.9
	3.5%

	Excise Duties – Construction components and fixtures
	12.5
	1.8
	7.3%


 
	Table A6-93:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Excise Duties – Plastic Bags
	8.6
	1.0
	98.5%

	Waste Disposal at Sea
	0.031
	0.015
	1.5%



	Table A6-94:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Fee on Caging Bluefin Tuna
	8.1
	0.9
	100%


 
It should be noted that overall, there is little data available on the effects of environmental taxes in Malta and their contribution to the achievement of environmental goals. General information on specific instruments is below. 
[bookmark: _Ref197611129][bookmark: _Ref196757399]The Eco-contribution was introduced in 2004 and paid by producers or importers for products placed on the market that result in waste[footnoteRef:561] (introduced via the Eco-contribution Act, 2004). The list of products for which a tax was charged, and the rates were listed in the First Schedule to the ECO Contribution Act. Included products included bottles and beverage containers, toiletries and washing preparations, disposable tableware and kitchenware of plastics, plastic packaging, gum, tyres, batteries, certain electronic equipment etc[footnoteRef:562]. If a producer participated in a waste recovery scheme, they could get an exemption or a credit from the Ministry responsible for waste management678. Revenues were used for local infrastructure and projects that help improve the quality of the local environment[footnoteRef:563]. However, Malta has gradually phased out eco-contribution for nearly all products that were within the scope of regulation. First, this was done because eco-contribution has been criticised, accused of being a measure to raise revenue, rather than protection of the environment. Some businesses claimed eco-contribution was also inefficient in achieving environmental goals[footnoteRef:564]. There were also ways of evading paying the tax[footnoteRef:565]. Second, it was replaced to align national laws with the EU directives – e.g. WEEE Directive 2002/96/EC[footnoteRef:566]. For most products it was substituted with an excise duty – such as personal hygiene and beauty products, for others it has been just removed – e.g. detergent and disinfectant products[footnoteRef:567]. The only eco-contribution left now relates to overnight accommodation. Its revenues are spent to improve local infrastructure[footnoteRef:568]. Hence, tax revenues have been declining over the years. Total tax revenues in the period 2009-2023 amounted to €64.6 million, with an annual average of €4.3 million. In 2023, revenues amounted to €0.01 million[footnoteRef:569]. [561:  	https://cfr.gov.mt/en/vat/eco_information/Documents/02.%20ECO%20contributiion%20act.pdf ]  [562:  	https://cfr.gov.mt/en/vat/eco_information/Documents/11.%20Eco%20Contribution%20Presentation%20-%20December%202009.pdf ]  [563:  	https://cfr.gov.mt/en/vat/eco_information/Pages/Legislation-and-General-Information.aspx ]  [564:  	https://www.maltatoday.com.mt/environment/environment/27102/eco-contribution-should-be-abolished-malta-chamber-20130527 ]  [565:  	https://www.smechamber.mt/excise-duty-on-plastic-bags-sacks-cones-films-sheets-or-tubes/ ]  [566:   https://era.org.mt/press-releases/waste-from-electrical-and-electronic-equipment-obligations-have-been-in-force-in-malta-since-2007/ ]  [567:  	https://tvmnews.mt/en/news/customs-explains-that-no-new-excise-duty-introduced-on-washing-up-products/ ]  [568:  	https://www.mta.com.mt/en/environmental-contribution ]  [569:  	https://ec.europa.eu/taxation_customs/tedb/#/tax-details?taxId=421&versionDate=1577833200&isEuro=true&taxType=OTHER_INDIRECT ] 

[bookmark: _Ref196913773][bookmark: _Ref196822165]An excise levy on cement entered into force in 2011, was originally €9 per tonne[footnoteRef:570] [footnoteRef:571]  and is now €40 per tonne (after several intermittent increases). It is paid by importers[footnoteRef:572] and introduced through an amendment to the Excise Duty Act (Chapter 382) to implement the Polluter Pays principle and improve the environment. Whilst the stated motivation was environmental concerns, some critics argue it was done to raise higher tax revenues. When the increase in tax was announced, it was not expected to incentivise lower consumption of cement as it was not substantial enough689. Based on the trade data, imports of cement products (HS 6810) between 2011 and 2023 have tripled in value and doubled in volume[footnoteRef:573]. No evidence has been identified regarding the environmental benefits of the duty. There is also no indication that the tax proceeds have been channelled towards reducing pollution or waste levels. Total tax revenues in the period 2010-2023 amounted to €174 million, with an annual average of €12.4 million. Revenues have increased from 2.8 million in 2011 to 18.7 million in 2023.  [570:  	https://www.independent.com.mt/articles/2010-10-27/local-news/%E2%82%AC9-Excise-duty-on-cement-will-make-things-difficult-%E2%80%93-Developers%E2%80%99-Association-282313 ]  [571:  	https://timesofmalta.com/article/new-tax-on-cement.333025 ]  [572:  	https://legislation.mt/eli/cap/382/20240301/eng ]  [573:  	Data from https://comtradeplus.un.org/ ] 

Excise duties on pneumatic tyres are charged on the products transferred to Malta and paid by producers, importers or warehouse keepers. It was introduced through an amendment to the Excise Duty Act689. The excise duty applies to new pneumatic tyres made of rubber, with rates set at €0.70 per kilogram, capped at a maximum of €24.50 per tyre, depending on the type and classification under the Harmonised System (HS) codes. Notably, bicycle tyres (HS Code 4011.50) are exempt from this excise duty689. The duty was meant to substitute eco-contribution for tyres[footnoteRef:574]. No evidence was identified regarding the environmental benefits of the duty. There is likewise no indication that the tax proceeds have been directed towards reducing pollution or waste levels. Total tax revenues in the period 2015-2023 amounted to €13.6 million, with an annual average of €1.5 million. Revenues have slightly increased from 1.3 million in 2015 to 1.8 million in 2023.  [574:  	https://www.pressreader.com/malta/the-malta-business-weekly/20141211/282222304092486?srsltid=AfmBOop_8KT1cYcPJ8eeemCe8UO7J1gOBraHEGbtxs3iEJnKthH3Um7N ] 

Excise duty on ammunition cartridges was introduced in 2015 to replace the eco-contribution. The excise duty is set at €70 per tonne for cartridges and other ammunition, including projectiles and parts thereof (classified under HS Codes 9306 21, 9306 29, 9306 30, and 9306 90). Shotgun cartridges not exceeding 24 grams per cartridge have been excluded from this tax[footnoteRef:575],[footnoteRef:576]. No evidence has been identified regarding the environmental benefits of the duty. There is also no indication that the tax proceeds have been earmarked for reducing pollution or waste levels. Total tax revenues in the period 2015-2023 amounted to €0.1 million, with an annual average of €0.009 million.  [575:  	https://www.independent.com.mt/articles/2014-12-16/local-news/Importers-up-in-arms-over-ammunition-storage-fees-fees-affecting-sport-shooters-6736127413 ]  [576:  	https://nso.gov.mt/wp-content/uploads/Maltas-National-Tax-List.xlsx ] 

[bookmark: _Ref196909519]An excise duty on chewing gum entered into force in 2015 through an amendment to the Excise Duty substituting eco-contribution. The duty is €9 per kg of product[footnoteRef:577]. It is charged on sales of products either when they are imported into Malta and directly released there, or within 90 days from the date of release for consumption from a warehouse[footnoteRef:578]. While the main rationale for introducing the tax was stated to address environmental pollution, it was also increased to cover the costs of cleaning up public areas of gum incurred by the government[footnoteRef:579]. In this case, the duty may be closer to a fee than to a tax, since it is requited: the government provides cleaning services in return for a payment. Total tax revenues in the period 2015-2023 amounted to €4.7 million, with an annual average of €0.5 million.   [577:  	https://customs.gov.mt/docs/default-source/rates-of-exchange/annex-2---non-harmonised-goods.pdf?sfvrsn=25cb284b_1 ]  [578:  	https://customs.gov.mt/mc/other-pages/new-newsresult/2015/10/14/notice-to-all-importers-and-producers-regarding-new-excise-commodities-as-from-today-the-13th-of-october-2015 ]  [579:  	https://timesofmalta.com/article/higher-tax-on-cement-cigarettes-and-chewing-gum.587957 ] 

[bookmark: _Ref196913751]An excise duty on bottled water entered into force in 2015 through an amendment to the Excise Duty substituting eco-contribution. It amounts to €5 per 1,000 litres689689. The duty is charged for imports and is paid by producers, importers or warehouse keepers. It is charged on sales of products either when they are imported into Malta and directly released there, or within 90 days from the date of release for consumption from a warehouse695. The new measure has been criticised by businesses for shifting a tax from the package to a product[footnoteRef:580]. We did not identify any evidence of the environmental benefits of the duty. No indication was found that the tax proceeds have been earmarked for reducing pollution or waste levels. Total tax revenues in the period 2015-2023 amounted to €6.6 million, with an annual average of €0.7 million. Since introduction, tax revenues have increased, from €0.1 million in 2015 to €0.9 million in 2023. The reasons for the increase are unclear, but increased consumption of bottled water is one possibility[footnoteRef:581]. There have been reported instances of evading paying excise duty on products entering into the Maltese market[footnoteRef:582].  [580:  	https://www.independent.com.mt/articles/2015-10-17/local-news/Beverage-companies-seeking-clarification-from-government-over-excise-tax-plans-6736143735 ]  [581:  https://www.reportlinker.com/clp/country/385/726375#:~:text=Maltese%20bottled%20water%20imports%20are,a%2012.4%25%20increase%20since%201999. ]  [582:  	https://www.independent.com.mt/articles/2017-07-05/local-news/Lack-of-harmonisation-on-excise-duty-results-in-some-abuses-Customs-Dept-Head-6736176218 ] 

An excise duty on non-alcoholic beverages entered into force in 2015 through an amendment to the Excise Duty substituting eco-contribution. It amounts to €40 per 1,000 litres689. The duty is charged for imports and is paid by producers, importers or warehouse keepers. It is charged on sales of products either when they are imported into Malta and directly released there, or within 90 days from the date of release for consumption from a warehouse695. The new measure has been criticised by businesses for shifting a tax from the package to a product697. No evidence has been identified regarding the environmental benefits of the duty. There is likewise no indication that the tax proceeds have been earmarked for reducing pollution or waste levels. Total tax revenues in the period 2016-2023 amounted to €19.8 million, with an annual average of €2.5 million. Since tax introduction, tax revenues have increased, from €0.8 million in 2016 to €2.8 million in 2023. 
Excise duties on toiletries and washing preparations entered into force in 2017 through an amendment to the Excise Duty substituting eco-contribution. These products include perfumes (€220 per 100 litres), shaving products (€3 per 100 litres/ kgs, while HS Code 3307 10 00 and HS Code 3307 41 00 - €50 per 100 litres/ kgs),  beauty and make-up (€50 per 100 litres/ kgs), shampoos (€3 per 100 litres) and other hair products (€50 per 100 litres/ kgs), soaps (€3 per 100 litres/ kgs), deodorants, and room deodorisers (same rates as for shaving products)689. Additionally, products for oral and dental hygiene, cleaning products, clothes, floor and dish-washing products, detergents and disinfectants while being subject to eco-contribution[footnoteRef:583],[footnoteRef:584], were not included in excise duties. We did not identify any evidence of the environmental benefits of the duty. No indication was found that the tax proceeds have been earmarked for reducing pollution or waste levels. Total tax revenues in the period 2017-2023 amounted to €6.0 million, with an annual average of €0.9 million.  [583:  	https://cfr.gov.mt/en/vat/eco_information/Documents/04.%20ln28%202005.pdf ]  [584:  	https://timesofmalta.com/article/customs-department-clarifies-which-new-products-will-be-taxed.628364 ] 

Excise duties on construction components and fixtures were introduced through an amendment to the Excise Duty Act and entered into force in 2017. They are paid by producers, importers or warehouse keepers689. The products subject to duties include prefabricated structural concrete components (€25.60 per tonne), ceramic flags (€7.50 per tonne), glass (€16 per tonne), bars and rods (€30 per tonne, except for HS Code 7213 10 00, 7214 20 00 – €15 per tonne) and other items689. We did not identify any evidence of the environmental benefits of the duty. No indication was found that the tax proceeds have been earmarked for reducing pollution or waste levels. Total tax revenues in the period 2017-2023 amounted to €12.5 million, with an annual average of €1.8 million. 
Excise duties on plastic bags were introduced through an amendment to the Excise Duty Act and entered into force in 2015, substituting eco-contribution. It is paid by producers, importers or warehouse keepers. The duty varies on the type of bag – the minimal rate for a standard plastic bag is €.15 per bag, €0.0045 for smaller and thinner bags, and €0.017 for other categories (HS Codes 3923 21 and 3923 29). Plastic bags used by industry as part of the packaging process, biodegradable bags, and printed bags used for the collection of recycled waste are exempt689. Total tax revenues in the period 2015-2023 amounted to €8.6 million, with an annual average of €1.0 million. It should be noted that Malta has banned sales of plastic bags from 2021, exempting very lightweight plastic carrier bags, biodegradable bags, and reusable plastic carrier bags (thinner than 15 microns)[footnoteRef:585]. Environmental groups have criticised the omission of very lightweight plastic bags in the instrument[footnoteRef:586]. Notably, tax revenues have not decreased but slightly increased after the introduction of a ban: from €0.8 million in 2020 to €1.1 million in 2023. This could be attributed to a possible increase in consumption of very lightweight plastic bags, but we did not find evidence to confirm this.  [585:  	https://legislation.mt/eli/sl/549.139/eng ]  [586:  	https://timesofmalta.com/article/thin-plastic-bags-wet-wipes-balloons-excluded-from-single-use-plastics.843066 ] 

Abolished taxes
Malta used to have a tax on waste disposal at sea. Currently, it is illegal to dump most construction waste at sea, except for uncontaminated inert geological material and dredged material, fish waste or organic material resulting from the processing of fish and other marine organisms[footnoteRef:587].  [587:  	https://www.independent.com.mt/articles/2019-11-17/local-news/Most-construction-waste-cannot-be-dumped-at-sea-6736216300 ] 

A fee on caging bluefin tuna was classified as a tax and charged on the extraction, abstraction or harvesting of bluefin tuna. Total tax revenues in the period 2015-2019 amounted to €8.0 million, with an annual average being €1.6 million. However, we did not find information on which regulation has introduced the fee, nor data on tax revenues post 2019. It will be assumed that this tax has been abolished for the purposes of this study.
Fees and other related instruments 
A licence for water network services. Providing water supply or sewerage services requires an operator to apply for a license from a Regulator. Under Subsidiary legislation 545.14, Water Supply and Sewerage Services Regulations (2004), an applicant shall pay a fee of €58.23 to the Regulator (Regulator for Energy and Water Services). The fee is €232.94 in case a supplier intends to supply a volume of water greater than 10m3/day through a distribution network, or in case a sewerage services operator intends to collect a volume of sewage greater than 10m3/day and either collect sewage through a collection system or operate a sewage treatment plant[footnoteRef:588]. The fee is not an environmental tax as it is a requited payment – the government provides a service of managing applications in return.  [588:  https://legislation.mt/eli/sl/545.14/eng/pdf#:~:text=In%20these%20regulations%2C%20unless%20the,network%2C%20pipeline%20or%20atanker; ] 

A quarry operating license. Mineral extraction and backfilling activities in quarries require an operational permit issued by the Environment and Resources Authority (ERA)[footnoteRef:589]. The ERA requires operators to pay a licence fee when applying for a quarry licence. However, the specific cost of the licence fee is not publicly disclosed. The fee is not an environmental tax as it is a requited payment. [589:  	https://www.servizz.gov.mt/en/Pages/Environment_-Energy_-Agriculture-and-Fisheries/Environment/Industrial-Permits/WEB1887/default.aspx ] 

Tourism authority licences. ​The fees for Malta Tourism Authority (MTA) licences are established under the Fees (Tourism) Regulations, Subsidiary Legislation 409.05 (2002). Fees should be paid to the government for the issue, transfer or renewal of any licence or certificate issued under the Act. Fees for a licence to run or operate an accommodation or catering establishment in Gozo shall be lower – 75% of the general fees. Fees vary depending on the type and size of the tourism operation. For example, the rate per annum per hotel bedroom within a hotel is €5-13.98 depending on how many starts a hotel has. Separate fees are set for hotels, tourist villages and aparthotels, hostels, farmhouses, houses, catering establishments etc.[footnoteRef:590]. The regulation does not specify whether the reasoning behind the fees was environmental. We also did not find evidence that tax proceeds have been earmarked for environmental causes.  [590:  	https://legislation.mt/eli/sl/409.5/eng ] 

Effluent discharge charges. In Malta, effluent discharge charges are based on a public sewer discharge permit system, requiring businesses discharging trade effluent to apply for a permit and pay a fee. The Water Services Corporation is the agency issuing permits for a year, after which they require renewal. The fee for an application form is €11.65. Public sewer discharge permits are issued to food packing plants, hospitals, pharmaceutical companies, farms and other industries[footnoteRef:591] [footnoteRef:592]. The fee is not an environmental tax as it is a requited payment.  [591:  	https://www.wsc.com.mt/facilities/dpu/discharge-permit-unit-industrial/ ]  [592:  	https://faolex.fao.org/docs/pdf/mlt34030.pdf ] 

Fish farm licence. Under the amendments to Subsidiary Legislation 425.12, Aquaculture Operations Regulations (made in 2020), the government created the Aquaculture Fund. The Fund shall be used to support initiatives related to aquaculture, incl. those aimed at safeguarding the environment and ensuring the environmentally sustainable development of the sector. It may also be used to carry out necessary works or to address environmental damage linked to aquaculture activities. Operators have to obtain a permit and pay a fee of €31,500, which is channelled to the Fund. If an application is rejected, an operator receives a refund. In addition, tuna fishing farms with an operational permit shall pay €10,000 annually to the Fund, and other fish farms – €5,000[footnoteRef:593]. While in Eurostat, this fee is not classified as a tax, its characteristics are closer to a tax than a fee. The payment is unrequited – the government provides services of considering an application, but the charge is not proportionate to the administrative costs of the government, and if an application is rejected, the payment is refunded. At the same time, funds are directed to the Aquaculture Fund and spent on improving the environment.  [593:  	https://legislation.mt/eli/sl/425.12/eng/pdf ] 

Hunting licence fees. Subsidiary Legislation 10.39, Hunting Licences Regulations requires obtaining a license for any hunting activities[footnoteRef:594]. The fee is €50 per license for most animals, and €25 for a rabbit license. The license is valid for five years[footnoteRef:595] [footnoteRef:596]. Notably, the system was reviewed in 2016, and fees were reduced several times compared to the previous ones[footnoteRef:597]. The fee does not change depending on the harm to the environment, and it appears the revenues are not spent on environmental causes, hence, it is not classified as a tax. [594:  	https://legislation.mt/eli/sl/10.39/eng/pdf ]  [595:  	https://legislation.mt/eli/ln/2011/83/eng/pdf ]  [596:  	https://timesofmalta.com/article/hunters-licences-to-be-valid-for-five-years-cost-less.598617 ]  [597:  	https://timesofmalta.com/article/hunters-trappers-save-652500-in-licence-fees.599406 ] 

[bookmark: _Ref197616606]Landfill gate charge. Malta has no landfill tax, but there is a fee for landfilling of mixed waste, set by the Deposit of Wastes and Rubble (fees) Regulations (S.L.549.07), Schedule C). The fee from mixed waste was raised from €20 per tonne to €80 in 2025, with planned annual increases to reach €120 per tonne by 2027[footnoteRef:598] [footnoteRef:599]. The fee is paid to WasteServ Malta Ltd, the government-owned entity responsible for managing the country's public waste facilities. Fees differ between different waste categories, e.g. tyres, textiles, gypsum etc.[footnoteRef:600] While a landfill tax is usually distinguished from a landfill gate fee, Malta’s fee is closer to a tax, as it aims not just to cover maintenance costs for landfill owners, but to disincentivise the landfilling of waste (which is a feature of a landfill tax[footnoteRef:601]).  [598:  	https://legislation.mt/eli/sl/549.7/eng/pdf ]  [599:  	Early warning assessment related to the 2025 targets for municipal waste and packaging waste, Malta, 2020, European Environment Agency ]  [600:  	https://www.wsm.com.mt/en/gate-fees ]  [601:  	https://www.eea.europa.eu/publications/economic-instruments-and-separate-collection ] 

Construction waste disposal charge. As an alternative to landfilling, licensed quarries in Malta accept construction and demolition waste. To promote the recycling of construction and demolition (C&D) waste, the Maltese government introduced tax incentives under Legal Notice 218 of 2020. Operators accepting C&D waste at a fee not exceeding €12 per tonne were eligible for a reduced income tax rate of 5% on qualifying income from 2020 through 2025[footnoteRef:602]. It is not clear if the measure will be extended after 2025.  [602:  	https://legislation.mt/eli/sl/123.197/eng ] 

Licensee fee for quarrying stone. Malta imposes an annual operating licence fee of €768.7 for facilities engaged in the quarrying and sale of soft stone or hard stone derivatives. This fixed annual fee is governed by Subsidiary Legislation 128.01 under the Police Licences Regulations[footnoteRef:603]. The payment is requited and does not increase depending on the amount, there is also no indication the proceeds are spent on improving the state of the environment. Therefore, it can be classified as a fee. [603:  	https://legislation.mt/eli/sl/128.1/eng/pdf ] 

Water tariffs. In Malta, the following rates for water use apply: for residential consumers – €1.3965/m3 for consumption below 33m3 per person/year, €5.1395/m3 for consumption above 33m3 per person/year; for domestic consumers – €2.185/m3 for consumption below 33m3/year, and €5.1395/m3 for consumption above 33m3/year[footnoteRef:604]; for non-residential consumers – €1.995/m3 for consumption below 168m3, €2.375/m3 for consumption in the range of 168-40,000m3, and €1.6625 /m3 for consumption above 40,000m3. Notably, for residential and domestic consumers tariffs increase with the increase in water use, while for commercial and other non-residential it first increases, but then decreases for the consumption above 40,000m3. There is also a fixed charge component, which is €59/year for residential and domestic consumers, and €130/year for other consumers[footnoteRef:605]. There is no evidence on where revenues from these tariffs are channelled.  [604:  	‘Domestic’ rates are applied to one primary residence, one secondary residence and one small garage used only for private, non-commercial purposes. The reduced ‘residential’ rates apply when one or more people are registered on a domestic premises account. Any service not registered as domestic or residential is charged at the non-residential rate (including all companies), source – “Water pricing in Maltai”, by Emma Watkins and Mia Pantzar (IEEP).]  [605:  	https://www.rews.org.mt/#/en/fa/35 ] 

Additionally, PINE database includes other fees, which we did not study in detail, as they are irrelevant for environment: encroachment charges – fees levied by the Lands Authority for the authorised use of government-owned land or property (e.g. for installing billboards)[footnoteRef:606], local council fees (e.g. for  opening or breaking up of footways or streets, deposit of building materials or scaffolding, placement of stalls or kiosks etc.)[footnoteRef:607], bunkering fees for individuals or companies supplying fuel to ships[footnoteRef:608], and a swimming pool license. [606:  	https://landsauthority.org.mt/resources/policies/billboards-procedure/ ]  [607:  	https://divizjonitalgvernlokali.gov.mt/wp-content/uploads/2024/04/Fees-applicable-for-applications-which-require-a-permit-by-a-Local-Council-Uploaded-1.pdf ]  [608:  	https://www.rews.org.mt/#/en/sdgr/241-authorisation-to-load-discharge-and-transfer-fuels-from-road-tanker-to-receiving-ship ] 

Proposed or postponed environmental taxes
Groundwater abstraction fee. Malta currently has no fee for groundwater extraction, although it is a critical natural resource for the country. In 2023, the government proposed to introduce tariffs for groundwater use for commercial and residential purposes, while the agricultural sector would have quotas of free water. It was also proposed that businesses that implement water efficiency measures would be eligible for a 25% rebate on their bills. However, it should be noted that 80% of groundwater abstraction by the private sector is for agricultural purposes[footnoteRef:609]. As of May 2025, the government has not introduced the tariffs.  [609:  	https://energywateragency.gov.mt/public-consultation-on-proposals-of-groundwater-abstraction/ ] 

Landfill gate fee for construction and demolition waste. In the Construction and Demolition Waste Strategy for Malta for 2021-2030, it was planned to conduct a cost-benefit analysis to assess the true cost of landfilling construction and demolition waste, with the goal of introducing a differentiated landfill gate fee for sorted and mixed C&D waste. While not being a tax, the measure is intended to reduce landfilling, promote sorting, and preserve landfill space by diverting clean inert material that could otherwise be recovered[footnoteRef:610]. [610:  	https://era.org.mt/wp-content/uploads/2021/10/Construction-and-Demolition-Waste-Strategy-for-Malta-2021-2030-Managing-Construction-Demolition.pdf ] 

Pay-as-you-throw scheme. Pay-as-you-throw is a system where users are charged based on the quantity of mixed waste they generate and deliver to the waste management system[footnoteRef:611]. The Waste Management Plan for 2021 outlines a policy measure to assess the introduction of a service charge based on the pay-as-you-throw principle. This initiative will be supported by new legislation making waste separation at source compulsory, penalizing landfilling and rewarding separation/recycling[footnoteRef:612].  [611:  	https://greenbestpractice.jrc.ec.europa.eu/node/7 ]  [612:  	https://era.org.mt/wp-content/uploads/2022/02/Long-Term-Waste-Management-Plan-v1.4.3-Spreads-Digital-Version.pdf ] 

Conclusions, country-specific recommendations and reform progress
The share of environmental taxes as a percentage of GDP was slightly below the EU aggregate in 2022. At the same time, the share of pollution and resources taxes in total environmental taxes was above the EU average. Overall, there appears to be scope to enhance the implementation of the polluter pays principle. Out of six main pollution and resource taxes, Malta has implemented three: 
· Tax on waste landfilling – no tax, but a fee is implemented; 
· Tax on plastic products – implemented (only on plastic bags); 
· Air pollution, e.g., tax on NOx emissions – not implemented; 
· Tax on water pollution – there are only effluent discharge charges implemented; 
· Tax on fertilisers – not implemented; 
· Tax on pesticides – not implemented[footnoteRef:613].  [613:  	Commission Staff Working Document 2024 Country Report – Malta. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Italy.] 

There is still potential to broaden waste disposal taxes — particularly to include incineration — and to introduce the remaining three categories: taxes on NOx emissions, fertilisers, and pesticides. Furthermore, other categories may be expanded, e.g. a broader tax on packaging could be introduced. 
Recent CSRs (including 2025 CSR) did not provide any specific recommendations on environmental taxes. There was only a general recommendation: “For the period beyond 2024, continue to pursue a medium-term fiscal strategy of gradual and sustainable consolidation, combined with investments and reforms conducive to higher sustainable growth, to achieve a prudent medium-term fiscal position” (2023 CSR).
[bookmark: _Toc214008921]Potential for implementing additional environmental taxes
Hogg et al. (2016) identified a number of opportunities for Malta to expand its use of pollution and resource taxes to strengthen environmental protection and advance circular economy objectives. Progress since then has been limited, with most recommendations remaining unimplemented or only partially addressed.
Hogg et al. (2016) recommended the introduction of an aggregates tax at a rate of €2.40 per tonne, applied to domestic extraction and imports of materials such as marble, chalk, dolomite, slate, limestone, gypsum, sand, and gravel, while exempting exports. The measure was intended to reduce environmental pressure from quarrying and promote the use of recycled construction materials. As of 2025, no such tax has been introduced. Malta continues to rely on a fixed annual operating licence fee for quarrying and stone sales, which does not provide a clear environmental incentive or differentiate according to extraction volume.
In the field of waste management, Hogg et al. (2016) proposed a landfill tax on non-hazardous waste set at €50 per tonne by 2019 to discourage disposal and promote recycling. While Malta has not implemented a distinct landfill tax, it applies a landfill gate fee for mixed waste, currently €80 per tonne (2025). Although gate fees generally cover operational costs, Malta’s fee performs a quasi-fiscal function by also discouraging the landfilling of waste, bringing it close in effect to a landfill tax. To prevent a shift from landfilling to incineration, the study further recommended a waste incineration tax of €15 per tonne, applicable to both incineration and mechanical-biological treatment (MBT) facilities. No such tax has yet been introduced.
In 2023, the European Commission recommended the introduction of a pay-as-you-throw system that applies to both businesses and households[footnoteRef:614]. [614:  Malta, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/132998] 

Hogg et al. (2016) also highlighted the potential for a packaging tax to reduce waste generation and resource use, suggesting differentiated rates by material type, including aluminium, plastic, steel, paper, glass and wood, based on their embodied CO₂ savings. To date, Malta has not implemented a comprehensive packaging tax, and there is no evidence that such a measure has been formally examined. The country does, however, apply an excise duty on plastic bags, which addresses one specific aspect of packaging waste but does not extend to broader packaging materials.
For air pollution, Hogg et al. (2016) recommended the introduction of taxes on major pollutants at the rates of €1,000 per tonne for nitrogen oxides (NOx) and sulphur oxides (SOx), and €1,000 per tonne for particulate matter (PM₁₀). These taxes were meant to create incentives for cleaner technologies and reduce emissions from energy production and transport. Malta has not adopted any specific air-pollution tax. While general air quality has improved across the EU, data show that in Malta, the number of instances where pollutant concentrations exceeded target levels remained unchanged between 2015 and 2022, suggesting that further action is required to meet air-quality objectives.
Hogg et al. (2016) also recommended the introduction of a water abstraction tax, to be phased in between 2016 and 2021, reaching full rates of €300 per 1,000 m³ for households, €190 per 1,000 m³ for industry, and €26 per 1,000 m³ for agriculture. While Malta has well-established water tariffs reflecting service costs, no tax component is included, and there is no fee or tax on groundwater abstraction despite ongoing pressures on freshwater resources. Introducing such a tax could improve efficiency and help address groundwater overexploitation, which remains a structural environmental challenge.
Similarly, a wastewater tax was recommended to address water pollution from industrial discharges, replacing the current one-time permit application fee for trade effluents. No such tax has been introduced as of May 2025.
To address diffuse agricultural pollution, Hogg et al. (2016) proposed two product-based taxes: a pesticides tax at €15 per kilogram of active ingredient, aimed at reducing chemical runoff and ecological damage, and a fertiliser tax at €0.30 per kilogram of nitrogen, phased in gradually from 2017 to 2019. Neither has been implemented. On the contrary, in response to sharp increases in fertiliser prices following Russia’s aggression against Ukraine, the Maltese government introduced temporary support measures in 2023–2024 to assist micro and small farmers with input costs. These measures helped maintain economic stability but delayed progress towards fiscal incentives for reducing nutrient losses.
In summary, Malta has taken limited steps to implement the recommendations of Hogg et al. (2016). The landfill gate fee remains the only measure with a comparable effect to a pollution or resource tax. Introducing or strengthening instruments such as water abstraction and wastewater taxes, air-pollution charges, and product-based levies on fertilisers and pesticides would align Malta’s fiscal policy with its environmental objectives and help address persistent issues, notably waste management inefficiencies and groundwater depletion.
[bookmark: _Toc214008922]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Malta’s environmental taxation framework is dominated by energy and transport taxes, which together account for around 90 per cent of total environmental tax revenues. Pollution and resource-related instruments remain limited in number, scope, and effectiveness. The modelling results indicate that the introduction of the benchmarked taxes could deliver measurable environmental improvements and moderate fiscal gains, with low overall macroeconomic risk given the small size and structure of the Maltese economy. The largest potential impacts would be associated with landfill, water abstraction and wastewater, reflecting Malta’s pressing environmental challenges in waste management and freshwater resources.
Total revenues from the investigated taxes could rise by €51 million in 2030 and 2035, representing an increase of 1.6 times in the revenues for pollution and resource taxes relative to 2023. The main gains are from water effluent (69%), water abstraction (12%), waste to landfill and mineral extraction (around 10% each). Reduction in emissions or use of materials is greatest for pesticides (50%), waste to landfill (25%), waste incineration (20%, water effluent and minerals (17% each).  PM2.5 emissions fall by 14%.

	Table A6-95: Environmental Impacts and Revenue Changes in Malta – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,02
	0,01
	0,06%
	0,05%

	SO2
	-32,43%
	-32,43%
	0,00
	0,00
	0,01%
	0,00%

	PM2.5
	-29,58%
	-29,58%
	0,13
	0,12
	0,43%
	0,40%

	Water Abstraction
	-29,68%
	-29,68%
	5,93
	5,14
	N.E.
	N.E.

	Fertilizers
	-5,99%
	-5,99%
	0,02
	0,02
	0,06%
	0,07%

	Pesticides
	n/a
	n/a
	0,31
	0,31
	1,02%
	1,01%

	Waste Incineration
	-20,00%
	-20,00%
	0,08
	0,09
	0,28%
	0,28%

	Waste to Landfill
	-24,81%
	-24,81%
	5,06
	2,67
	16,50%
	8,73%

	Water Effluent
	-9,09%
	-9,09%
	38,55
	41,37
	125,78%
	134,99%

	Minerals & Aggregates
	-16,67%
	-16,67%
	4,07
	3,98
	N.E.
	N.E.



	Table A6-96: Environmental Impacts and Revenue Changes in Malta – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,01
	0,00
	0,0%
	0,0%

	SO2
	-8,11%
	-8,11%
	0,00
	0,00
	0,0%
	0,0%

	PM2.5
	-7,39%
	-7,39%
	0,04
	0,04
	0,1%
	0,1%

	Water Abstraction
	-5,81%
	-5,81%
	1,55
	1,35
	N.E.
	N.E.

	Fertilizers
	-1,50%
	-1,50%
	0,00
	0,01
	0,0%
	0,0%

	Pesticides
	n/a
	n/a
	0,24
	0,23
	0,8%
	0,8%

	Waste Incineration
	-8,31%
	-8,31%
	0,04
	0,04
	0,1%
	0,1%

	Waste to Landfill
	-13,82%
	-13,82%
	3,23
	1,71
	10,5%
	5,6%

	Water Effluent
	-5,67%
	-5,67%
	24,94
	26,77
	81,4%
	87,3%

	Minerals & Aggregates
	-5,02%
	-5,02%
	1,40
	1,37
	N.E.
	N.E.



Under Scenario A, revenue increases are projected mainly from landfill and water-related instruments, with additional but smaller contributions from product and air-pollution taxes. Scenario B produces similar trends at lower magnitudes. The modelling suggests that well-calibrated environmental taxes could reduce landfilling by up to 15 per cent, cut water abstraction and discharges modestly, and generate additional revenues equivalent to around 0.2-0.3 per cent of total tax receipts. These results highlight a significant opportunity to strengthen Malta’s fiscal framework for environmental protection.
In terms of administrative feasibility, Malta benefits from a centralised tax system managed by the Malta Tax and Customs Authority (MTCA), which ensures coherence and efficiency in revenue collection. The key challenge lies not in institutional capacity but in policy design and public acceptance. Given the small domestic market, taxes must be carefully designed to avoid disproportionate impacts on competitiveness and cost of living. Existing data systems, for example, metering of water abstraction and waste volumes, are sufficiently robust to support new or strengthened instruments, though improvements in monitoring and enforcement would be necessary, particularly for smaller dischargers and agricultural users.
The most significant environmental pressures that could be addressed through fiscal reform are groundwater depletion, water pollution, and waste generation. Groundwater abstraction has long exceeded sustainable levels, and nitrate contamination of aquifers remains a serious concern. Introducing a water abstraction charge, differentiated by sector and volume, would send a clear signal on the scarcity and environmental value of water. Rates could vary by use, with higher charges for industrial and agricultural abstraction and lower rates for essential household consumption. Revenues could be recycled to support water-efficiency investments, leak reduction, and the expansion of non-conventional water sources such as desalination and water reuse.
Complementing this, a wastewater effluent tax could be introduced for industrial discharges based on pollutant load, replacing the current one-off permitting fee. Such a tax would encourage cleaner production and provide additional resources for upgrading wastewater treatment facilities. Careful design would be required to prevent excessive cost pass-through to small enterprises, suggesting a phased introduction with accompanying technical assistance.
In the waste management sector, Malta already applies a landfill gate fee (€80 per tonne), which functions as a de facto landfill tax. However, its environmental effectiveness could be strengthened by progressively increasing the rate and earmarking a share of the proceeds for investment in recycling and waste-prevention infrastructure. To avoid a shift towards incineration, a moderate incineration or MBT tax could be introduced at rates similar to the benchmark (€15 per tonne), ensuring that the relative incentives between disposal options reflect the waste hierarchy.
Addressing agricultural pollution would require the introduction of product-based instruments. A fertiliser tax (e.g. €0.30 per kilogram of nitrogen) and a pesticide tax (€15 per kilogram of active ingredient) could reduce nutrient and chemical runoff, thereby improving soil and groundwater quality. These instruments should be accompanied by flanking measures such as precision-agriculture support, nutrient-management planning, and advisory services to help farmers adjust. Given Malta’s small agricultural base, administrative simplicity and targeted exemptions for micro-farms would be essential.
Additional potential lies in air-pollution charges for stationary sources, targeting major pollutants (NOx, SO₂ and PM₁₀). While the overall scale of industrial emissions in Malta is limited, such a measure could incentivise cleaner technologies in power generation, transport and construction. Combined with ongoing energy taxation and the EU ETS, this would reinforce Malta’s efforts to reduce local air-quality exceedances, which have shown little improvement since 2015.
Distributional and competitiveness impacts.  Environmental taxes that affect essential goods, such as water and waste services, should be phased in gradually and coupled with transparent revenue recycling. Targeted rebates or capped annual bill increases could protect low-income households, while labour tax reductions or credits for green investment could offset potential competitiveness effects. Sectors such as tourism, construction, and agriculture are likely to be most affected; clear communication and earmarking of revenues for sectoral sustainability investments would help maintain stakeholder support.
Implementation feasibility is enhanced by Malta’s centralised governance and strong administrative capacity. The main barriers are political rather than technical: public sensitivity to new charges and the perception of limited environmental return on fiscal measures. These challenges can be addressed through improved communication, consultation with stakeholders, and transparent reporting of environmental outcomes. Publishing an annual report that links revenues to tangible results, such as improved water quality, reduced waste generation, or expanded recycling, would strengthen credibility and public trust.
In summary, the modelling results and comparative analysis suggest that Malta’s main opportunities for environmental tax reform lie in gradually broadening the current focus on energy and transport to include water-related, waste and pollution instruments. Introducing water abstraction and wastewater charges, strengthening landfill pricing, and considering fertiliser and pesticide taxes over time could help address several of the country’s identified environmental pressures. International experience indicates that careful sequencing, transparent use of revenues and targeted support for affected sectors can enhance feasibility while maintaining competitiveness and social fairness.
[bookmark: _Toc214008923]Netherlands
[bookmark: _Toc214008924]Overview of existing environmental taxes
Environmental taxes in the Netherlands amounted to 2.8% of GDP in 2023, above the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has declined. Total environmental tax revenue reached EUR 27.7 billion in real terms in 2023 (Figure A6-54), representing a 30% increase since 2009[footnoteRef:615]. Over the same period, however, the ratio of environmental taxes to GDP fell by 18.3%. In 2023, revenues were mainly sourced from energy and transport taxes (around 57.2% and 28.1%, respectively), while pollution and resource taxes contributed 13.5% and 1.2% respectively. [615:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 30%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201239929]Figure A6-54: Total environmental tax revenue in the Netherlands (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 38.7% of GDP, an increase of 2.7 percentage points from 36.0% in 2009. Environmental taxes represented 7.3% of total tax revenue in 2023, down from 9.6% in 2009 — a decline of 2.3 percentage points over the period. In absolute terms, the strongest decrease was recorded in transport tax revenues, which fell by 33.8%.
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	[bookmark: _Ref201232094]Figure A6-55: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes in the Netherlands 



Although total environmental tax revenue has increased in absolute terms in the period from 2009 until 2023, when corrected for GDP increase the revenue has decreased. This is largely due to the effects of the COVID-19 crisis on emission-related taxes and fuel excise duties, and due to the effects of the energy crisis, which led to the measures to lower the energy costs of households[footnoteRef:616]. [616:  	https://www.cbs.nl/nl-nl/nieuws/2023/45/opbrengst-milieubelastingen-gedaald] 

[bookmark: _Toc214008925]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 3.73 and 0.34 billion euros (13.5% and 1.2% of the total environmental tax revenues). These amount to increases in absolute terms of — respectively — 39.2% and 21.4% over 15 years (2009-2023). However, in terms of GDP-ratios, pollution taxes decreased by 12.4% while resource taxes decreased by 24.4% (Figure A6-55Figure 7‑1). In 2022, 71.7% of the pollution and resource tax revenues came from households, while businesses classified under NACE economic activities paid 28.3%, with “Services (except wholesale and retail trade, transportation and storage)” being responsible for the largest share within those businesses (47.2%).
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	Figure A6-56: Resource and pollution tax revenues in the EU27 (2009-2023) in billion euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 



List of pollution and resource taxes and revenue shares
	Table A6-97:  Pollution taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Civil aviation noise pollution tax
	296.40
	19.76
	0.7%

	Sewage charges (producers)
	3,617.15
	241.14
	8.7%

	Sewage charges (consumers)
	18,920.69
	1,261.38
	45.6%

	Wastewater treatment charge (producers)
	4,891.47
	326.10
	11.8%

	Wastewater treatment charge (consumers)
	13,418.82
	894.59
	32.3%

	Surplus manure tax
	74.50
	4.97
	0.2%

	Other taxes on pollution
	273.09
	18.21
	0.7%



	Table A6-98:  Waste taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Waste disposal charges (State)
	1567.67
	104.51
	27.4%

	Levy on wastewater disposal in state-managed waters
	260.25
	17.35
	4.5%

	Packaging tax
	3895.30
	259.69
	68.1%



	Table A6-99:  Resource taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Tap water tax
	3491.38
	232.76
	64.1%

	Groundwater tax
	522.13
	130.53
	36.0%



	Table A6-100: Other environmental taxes not reported in the National Tax Lists

	Tax Name
	Annual revenue (€ million) in 2022

	Tax on the pollution of surface waters
	17 (source: OECD PINE database)



[bookmark: _Hlk195095647]The Netherlands implements a landfill tax, in addition to a landfill ban of 35 waste categories, both having been introduced in 1995. The tax is set out in the Environmental Taxes Act, in Article 23[footnoteRef:617]. The rate is increased every year and amounted to € 39.70 in 2025. In the context of the simplification of the tax system, the tax was abolished in 2012, as the government argued that better alternatives were available to discourage landfilling of waste, and what’s more is that the revenue of the landfill tax had decreased significantly in the ten years prior, dropping to a revenue of € 16 million in 2011. The government saw that after the abolishment the amount of landfilled waste increased significantly, and thus the tax was reintroduced in 2014 in its current form, in combination with a tax on the burning of waste[footnoteRef:618]. In 2023, the landfill tax generated a revenue of € 253 million. [617:  	https://wetten.overheid.nl/BWBR0007168/2025-01-01]  [618:  	https://ce.nl/publicaties/evaluatie-afvalstoffenbelasting/] 

The tap water tax was introduced in the Netherlands in 1995, under the same Environmental Taxes Act. It was mainly introduced to incentivise people to be conservative in their water use, by making excessive water use more expensive. The tax only applied to the first 300 m3 used in a year, and the 2025 rate is € 0.425 per m3 and has been rising steadily from € 0.336 in 2017. The tax applies to households and businesses, and has exemptions for firefighting installations[footnoteRef:619]. The revenue from the tap water tax was € 313 million in 2023. [619:  	https://wetten.overheid.nl/BWBR0007168/2025-01-01] 

The fly tax is imposed on all airports in the Netherlands and is paid for every departing passenger. Having been introduced in 2021 the tax was still under € 8 per passenger, but since 2023 it has gone up, to € 29.40 per passenger in 2025. The tax applies to all planes with a weight over 4,000 kg. It excludes staff, people under the age of two and passengers that are transferring in the Netherlands[footnoteRef:620].The tax was introduced to reduce CO2 emissions from aviation, and to encourage people to choose for more sustainable forms of transports[footnoteRef:621]. The Dutch parliament has been considering increasing the tax on long-haul flights from 2027 onwards, as these flights have higher emissions[footnoteRef:622]. [620:  https://www.belastingdienst.nl/wps/wcm/connect/bldcontentnl/belastingdienst/zakelijk/overige_belastingen/belastingen_op_milieugrondslag/vliegbelasting/]  [621:  	https://schengenvisainfo.com/news/netherlands-triples-air-passenger-tax-to-reduce-co2-emissions/]  [622:  	https://www.rijksoverheid.nl/actueel/nieuws/2025/01/15/kabinet-vraagt-mening-over-vliegbelasting-vanaf-2027] 

Fees and other related instruments
The Dutch government introduced a number of fiscal instruments to regulate the consumption water, other than the tap water tax. The Netherlands has a water system charge, which is imposed by the regional water authorities (‘waterschappen’) to households, property owners, and (nature) landowners, and is established in the ‘Waterschapswet’. There are 21 different water authorities in the Netherlands that each apply their own pricing. The 2025 charge in the region that falls under the Hollands Noorderkwartier ranges from € 129.57 for a household, to € 132.63 for a hectare of land. For building owners the charge is 0,03725% of the property value[footnoteRef:623].The revenue is used for several purposes: to maintain the dikes and shores to prevent flooding, to purify wastewater from the sewers, and to clean polluted water surfaces so that it can flow back into nature[footnoteRef:624]. In addition to this charge, there is also a sewage charge. This charge is solely used to finance the maintenance and replacement of the sewage and is imposed by the municipalities. The structure and rate of the sewage charge is different per municipality[footnoteRef:625]. In the municipality of Amsterdam, owners of residential properties, houseboats and businesses pay a fixed rate of € 185.20 per year per property. If users consume more than 300 m3 per year increased rates apply: € 543 for up to 1,000 m3, € 2,054 for up to 5,000 m3, and this continues until a consumption of more than 500,001 m3 which has a rate of € 173,081[footnoteRef:626]. Lastly, a separate water pollution charge is applied in the Netherlands, which is charged by the earlier mentioned water authorities, but also by the central government, for the surface water bodies owned by the state. This charge is for water discharges directly in surface waters. The charge is based on the pollution load, which is measured in pollution units, which are based on the oxygen consumption of the discharged materials. One unit is 54.8 kg of annual oxygen demand, and the charge is € 37.28 per pollution unit. Some exemptions apply to discharges done through the sewers, discharges under control of treatment facilities, and discharges that do not increase the pollution load[footnoteRef:627]. [623:  	https://www.hhnk.nl/watersysteemheffing]  [624:  	https://www.waternet.nl/service-en-contact/rekening-betalen/alles-over-uw-rekening/uitleg-aanslag-waterschapsbelasting/]  [625:  	https://business.gov.nl/regulation/sewerage-tax/]  [626:  	https://www.amsterdam.nl/en/municipal-taxes/sewer-charges/]  [627:  	https://wetten.overheid.nl/BWBR0025458/2024-01-01/#Hoofdstuk7] 

The Aviation Noise Pollution Charge was established in 2004 under the Aviation Act, and was designed to internalize the environmental costs of aviation noise, particularly in the area of Schiphol Airport, and to incentivize the use of quieter aircrafts. The charge is imposed per unit of sound produced currently stands at € 58.75, and a separate levy of € 0.50 per ton of maximum take-off weight is also applied. Some of the revenue is earmarked to finance noise abatement measures. The charge is applied to all civil aircrafts, and is charged to airlines, through Schiphol Airport authorities[footnoteRef:628].  [628:  	https://wetten.overheid.nl/BWBR0005555/2025-01-01/#Hoofdstuk8a_Titeldeel8A.3_Paragraaf8a.3.1_Artikel8a.38] 

Starting in 2025, the Dutch government introduced a CO2-charge for greenhouse horticulture. Only greenhouse companies larger than 2500 m2 and energy companies that deliver heat to these companies (if they deliver more than 75% of their natural gas-generated heat to the companies). The charge in 2025 is € 9.5 per ton of CO2, and will gradually go up to € 17.7 by 2030. The CO2-charge replace the CO2-sectorsystem, which gave the individual companies CO2-allowances based on historical emissions[footnoteRef:629]. [629:  https://www.belastingdienst.nl/wps/wcm/connect/bldcontentnl/belastingdienst/zakelijk/overige_belastingen/belastingen_op_milieugrondslag/co2-heffing/] 

The mineral levy or surplus manure charge is a longstanding tax that is charged to businesses that produce more manure than legally allowed. The tax has been changed numerous times since the 1980s. In 2022, it generated a revenue of € 1 million. Revenue goes directly to the general budget of the government[footnoteRef:630]. The charge is designed to address the excess manure production, which leads to nitrogen and phosphate deposits that pollute water and soil. The charge is € 11 per kg of excessive phosphate and € 7 per kg of excessive nitrogen[footnoteRef:631]. [630:  	https://www.cbs.nl/en-gb/figures/detail/82725ENG]  [631:  	https://wetten.overheid.nl/BWBR0004054/2025-01-01] 

The Netherlands has a number of permit and license requirements related to conservation of the environment. There are permits for tree-felling[footnoteRef:632], hunting right leases[footnoteRef:633], and licenses for fishing[footnoteRef:634]. The fees are a yearly fee for hunting and fishing, and for tree-felling the fee depends on the number, location, size and type of trees. [632:  	https://business.gov.nl/regulation/environment-planning-permit-felling-trees/]  [633:  	https://business.gov.nl/regulation/hunting-licence/]  [634:  	https://business.gov.nl/regulation/rules-catching-fish-marine-coastal-waters/] 

Proposed or postponed environmental taxes
Measures include raising the minimum carbon price for the electricity sector and industry to € 51.70 per ton of CO2, and abolishing energy and coal tax exemptions for iron and construction material producers. From 2025, the reduced energy tax rate for the greenhouse horticulture sector will also be abolished, alongside the introduction of the previously mentioned carbon tax[footnoteRef:635]. [635:  	https://www.government.nl/latest/news/2023/09/19/2024-tax-plan-essential-steps-for-society-and-for-the-tax-system?] 

However, in 2025, the Dutch government also introduced lower energy taxes on natural gas for entrepreneurs and suppliers of natural gas. The tax will go down from € 0.028 to 0.013298 per m3 (up until 170,000 m3 per year). The government also postponed the cancelation of a reduction in excise duties in petrol, diesel and LPG, and will not adjust them for inflation. The intention behind this is to improve the purchasing power of people with middle incomes and vulnerable groups[footnoteRef:636]. Most of these legislative changes have gone into effect at the start of 2024 or 2025, as they apply to existing taxes. [636:  	https://www.government.nl/latest/news/2024/09/17/2025-tax-plan-more-balanced-income-distribution-and-healthy-public-finances] 

Conclusions, country-specific recommendations and reform progress
In the CSRs to the Netherlands, a number of relevant recommendations have been brought up in the last years. The 2024 CSRs recommended to “take further efforts for sustainable agriculture”. The European Commission highlights that the intensive agricultural practices in the Netherlands are contributing to excessive nitrogen deposition. This calls for a more sustainable agriculture, which includes reducing livestock, accelerating the move to circular and organic agriculture, incentivize rewetting land, and limiting the use of chemicals. The Commission also notes that there is potential to increase investment in sustainable water management and preventing and controlling pollution. The 2025 CSRs again highlight the excessive levels of nitrogen depositions, which lead to soil- and water-acidification and over-fertilization, and also address the high dependency on fossil fuels[footnoteRef:637]. [637:  https://commission.europa.eu/publications/2025-european-semester-country-specific-recommendations-commission-recommendations_en] 

Meanwhile, on 8 July 2025 the Council of EU adopted the CSRs for the Netherlands and recommends implement structural measures to address excessive nitrogen deposition and the deterioration of water quality effectively, especially by making further efforts for sustainable agriculture.[footnoteRef:638] [638:  	https://www.consilium.europa.eu/en/press/press-releases/2025/07/08/european-semester-2025-council-adopts-country-specific-recommendations/ ] 

Revenue or budget neutrality has been a core principle, meaning that revenue from environmental taxes is often offset by reductions in other taxes or used for compensatory measures. While environmental taxes in the Netherlands are regressive by design, the regressivity is counterbalanced by tax-free allowances, reductions, and ceilings to make the system fairer. The Dutch environmental taxes have gone through some changes in the recent years, but these are all relevant for energy and transport taxes, thus are not relevant in this context[footnoteRef:639]. In the Netherlands the tax base is gradually broadened, allowing affected actors time to adapt and learn from experience[footnoteRef:640]. The country applies tax-free basic amounts of consumption in some cases to mitigate negative distributional effects[footnoteRef:641].  [639:  	https://ieep.eu/publications/evaluating-international-experiences-with-environmental-tax-reform/]  [640:  	https://ieep.eu/publications/evaluating-international-experiences-with-environmental-tax-reform/]  [641:  	https://www.eea.europa.eu/en/analysis/publications/environmental-tax-reform-in-europe] 

The different environmental tax rates are decided at the national level and updated annually. This indicates a highly centralized taxation system without significant regional variations[footnoteRef:642]. In the Netherlands, environmental taxes are not earmarked for environmental purposes, as their revenue goes into the government's general budget. This means that while they may serve as an incentive to reduce pollution or resource use, they are primarily a fiscal tool rather than a dedicated funding mechanism for environmental policies[footnoteRef:643]. [642: https://www.belastingdienst.nl/wps/wcm/connect/bldcontentnl/belastingdienst/zakelijk/overige_belastingen/belastingen_op_milieugrondslag/tarieven_milieubelastingen/tarieven_milieubelastingen]  [643:  	https://www.clo.nl/indicatoren/nl036021-opbrengsten-van-milieubelastingen-2001-2022#:~:text=Het%20aandeel%20van%20de%20milieubelastingen,ge%C3%AFncasseerd%20aan%20belastingen%20en%20heffingen] 

[bookmark: _Toc214008926]Potential for implementing additional environmental taxes
Hogg et al. (2016) identified substantial potential for the Netherlands to strengthen its environmental fiscal framework through the introduction of additional pollution and resource taxes. In particular, the study recommended new or revised instruments on aggregates, wastewater, pesticides, and fertilisers, as well as adjustments to existing levies to better reflect environmental costs. Many of these recommendations remain relevant today, given continuing pressures on land, water and ecosystems.
A key area of potential concerns fertiliser and manure taxation. The Netherlands operates a manure surplus levy (the “manure minerals charge”), targeting nitrogen and phosphorus emissions from livestock production. However, there is no tax on mineral fertilisers, which could complement the existing system and help address persistent nitrate and ammonia emissions that continue to exceed EU Water Framework Directive and NEC Directive limits. Hogg et al. (2016) proposed a tax of €0.30 per kilogram of nitrogen in mineral fertilisers, adjusted for purchasing power parity. Such a tax could provide a stronger price signal for sustainable nutrient management while maintaining fairness between livestock and crop producers.
A pesticides tax could also be considered, reflecting the high intensity of pesticide use in Dutch horticulture and arable farming. Revenues could fund integrated pest management programmes or the promotion of low-impact alternatives. The modelling in the present study indicates that pesticide and fertiliser taxes would together account for some of the most significant environmental gains in the Netherlands, with potential reductions of 58% in pesticide use and 42% in fertiliser consumption, alongside moderate revenue generation.
The water sector presents another promising opportunity. Although the Netherlands already applies pollution charges under the Water Board Act and groundwater abstraction fees, there remains scope to align these with environmental costs more closely. Hogg et al. (2016) proposed a water abstraction tax of €190 per 1,000 m³ for industrial users and €300 per 1,000 m³ for households, alongside a wastewater tax of €3.02 per kilogram of biochemical oxygen demand (BOD₅). The current levies are generally lower and vary regionally, reflecting the autonomous role of water boards. A gradual move towards harmonised, environmentally justified rates could improve efficiency and support cost recovery in line with the Water Framework Directive’s “polluter pays” principle.
Introducing or revising a mineral extraction (aggregates) tax could also help reduce pressures on natural resources and encourage recycling of construction materials. Hogg et al. (2016) suggested a rate of €2.40 per tonne on materials such as sand, gravel, limestone, and dolomite. Such a tax would align with circular economy objectives and level the playing field with neighbouring countries (e.g. the UK, Denmark, and Belgium), where similar levies have proven effective in promoting secondary materials markets.
Finally, although the Netherlands already applies landfill and incineration taxes, it could consider updating rates to maintain incentives for recycling and waste prevention as the market evolves. The current landfill tax rate (€32 per tonne in 2025) is well below the Hogg et al.’s recommended benchmark (€50 per tonne) and may not provide sufficient deterrence against disposal, particularly for residual construction waste.
According to the European Commission, there is significant potential to extend the pay-as-you-throw system for residual waste nationwide, as only about 37% of the population is currently covered. Introducing economic instruments for packaging could also help reduce packaging waste generation, guide choices toward more sustainable packaging materials, and promote recyclability and eco-design[footnoteRef:644]. [644:  Netherlands, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/829239] 

[bookmark: _Toc214008927]Impacts and feasibility of implementing new taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
The Netherlands has one of the most comprehensive environmental taxation frameworks in the EU, covering a broad range of energy, transport, waste, and water-related charges. However, the fiscal and environmental potential of pollution and resource taxation remains only partially realised. The modelling results indicate that introducing benchmarked pollution and resource taxes could generate substantial environmental improvements while producing moderate fiscal gains, with low overall macroeconomic risk. Under Scenario A, total additional revenues could reach approximately €960 million by 2030, representing around 22 per cent of the country’s current pollution and resource tax receipts. The largest fiscal contributions would come from water effluent and abstraction charges, while the strongest environmental effects would arise from pesticide and fertiliser taxation.
Total revenues from the investigated taxes could rise by around €960 million in 2030 and €930 million in 2035, respectively 22% and 21% the revenues for pollution and resource taxes in 2023.  These are among the smallest increases across Member States from the investigated taxes and the Netherlands already raises over €4 billion from pollution and resource taxes. The greatest gains are from water effluent (63%), water abstraction (31%) and mineral extraction 13%%) of the total.  The other contributors are air pollution taxes (especially SO2), pesticides and fertilizers. No contribution is made from waste to incineration as it is already taxed at above the investigated minimum rates. Reduction in emissions or use of materials is greatest for pesticides (58%), fertilizers (42%) and SO2 (26-28%).
	Table A6-101: Environmental Impacts and Revenue Changes in Netherlands – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	1,89
	1,38
	0,05%
	0,03%

	SO2
	-32,43%
	-32,43%
	10,84
	8,44
	0,26%
	0,21%

	PM2.5
	-29,58%
	-29,58%
	3,44
	2,97
	0,08%
	0,07%

	Water Abstraction
	-13,41%
	-13,41%
	188,28
	156,67
	4,27%
	3,55%

	Fertilizers
	-41,94%
	-41,94%
	17,67
	16,98
	0,43%
	0,41%

	Pesticides
	n/a
	n/a
	69,00
	68,59
	1,68%
	1,67%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Waste to Landfill
	-19,92%
	-19,92%
	33,27
	28,46
	0,81%
	0,69%

	Water Effluent
	-5,55%
	-5,55%
	696,23
	704,69
	16,99%
	17,19%

	Minerals & Aggregates
	-16,67%
	-16,67%
	64,84
	67,26
	20,72%
	21,49%



	Table A6-102: Environmental Impacts and Revenue Changes in Netherlands – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,61
	0,45
	0,0%
	0,0%

	SO2
	-8,11%
	-8,11%
	3,69
	2,87
	0,1%
	0,1%

	PM2.5
	-7,39%
	-7,39%
	1,13
	0,98
	0,0%
	0,0%

	Water Abstraction
	0,00%
	0,00%
	48,30
	40,19
	1,1%
	0,9%

	Fertilizers
	-10,48%
	-10,48%
	6,81
	6,55
	0,2%
	0,2%

	Pesticides
	n/a
	n/a
	35,10
	34,89
	0,9%
	0,9%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-2,86%
	-2,86%
	3,54
	3,03
	0,1%
	0,1%

	Water Effluent
	-0,98%
	-0,98%
	96,34
	97,51
	2,4%
	2,4%

	Minerals & Aggregates
	-5,02%
	-5,02%
	22,27
	23,10
	7,1%
	7,4%



From an environmental standpoint, the introduction of new or strengthened taxes would yield a range of measurable benefits. A pesticide tax, differentiated by toxicity, and a fertiliser tax based on nitrogen content could significantly reduce diffuse pollution from agriculture. The modelling suggests reductions of about 58 per cent in pesticide use and 42 per cent in fertiliser consumption under Scenario A, accompanied by a decline in nitrate and pesticide concentrations in surface and groundwater. These effects would be particularly relevant for regions such as Friesland, Gelderland and Limburg, where nutrient and pesticide loads remain high and compliance with EU water-quality standards remains challenging. In addition, the adoption of a water abstraction tax and an updated wastewater charge could further improve resource efficiency and support the full cost recovery principle under the Water Framework Directive.
A calibrated mineral extraction tax could have moderate but positive effects, encouraging the use of recycled aggregates and reducing the environmental impacts of quarrying. While the Netherlands already applies landfill and incineration taxes, aligning rates with the benchmark (€50 per tonne for landfill and €15 per tonne for incineration) would help maintain incentives for waste prevention and recycling. Together, these measures would reinforce circular economy objectives and reduce reliance on virgin materials.
The fiscal impacts of such reforms would be moderate in macroeconomic terms but significant in relative sectoral terms. Water-related taxes (on effluents and abstraction) are projected to generate more than 90 per cent of total new revenues, followed by minerals (13%) and product-based instruments. The additional revenues could be used to fund environmental investments, reduce distortionary labour taxes, or provide targeted support to affected sectors and low-income households.
In terms of administrative feasibility, the Netherlands has one of the most advanced institutional frameworks for implementing and managing environmental taxes in the EU. Water boards already collect pollution and abstraction charges, which could serve as the administrative basis for implementing revised or harmonised rates. Similarly, the existing infrastructure for agricultural reporting under the manure and nutrient accounting systems provides a sound platform for extending taxation to mineral fertilisers and pesticides. Data availability is robust, and coordination mechanisms between fiscal and environmental authorities are well established. The principal challenges relate less to administrative capacity and more to political acceptability, particularly in agriculture, where stakeholders are sensitive to input costs and potential competitiveness effects.
Distributional and competitiveness impacts would vary across sectors but are manageable with appropriate mitigation measures. In agriculture, higher input prices could affect smaller or less efficient farms, especially those already under pressure from stricter nutrient limits and rising compliance costs. These effects can be alleviated by recycling part of the tax revenues into precision-farming support, advisory services, and grants for low-emission technologies. For industry, moderate increases in wastewater and air-pollution charges would be offset by existing innovation and energy-efficiency support programmes. In the aggregates and construction sectors, a shift towards secondary materials could be promoted through public procurement standards and targeted investment in recycling capacity.
At the household level, the impact of new environmental taxes would be limited. Water tariffs already reflect service costs, and the share of environmental taxes in household expenditure is small. Nonetheless, transparent communication on the use of revenues, particularly for local water and waste infrastructure, would help maintain public trust and prevent perceptions of unfairness. The Netherlands’ experience with transparent “green dividend” reporting from water boards and environmental agencies provides a strong foundation for such communication.
The main feasibility considerations relate to policy coordination and stakeholder engagement. The Netherlands already applies several overlapping charges on water and waste, managed by different administrative bodies. Any new instruments would need to be integrated carefully to avoid duplication or conflicting incentives. Harmonisation of water-related tax bases across water boards and alignment with national policy targets would enhance coherence. Political resistance, especially from the agricultural sector, can be mitigated through phased implementation, clear long-term signalling, and visible reinvestment of revenues in sustainable practices.
Modelling results indicate that implementing benchmark rates across the eight tax categories could raise around €960 million in 2030 (equivalent to 22% of current pollution and resource tax revenues) while generating significant environmental benefits. In summary, the Netherlands has both the institutional capacity and the technical infrastructure to implement additional environmental taxes effectively. The greatest potential lies in the agricultural and water sectors, where well-calibrated taxes on pesticides, fertilisers, water abstraction and wastewater discharges could deliver significant environmental improvements and moderate fiscal gains. A gradual, revenue-neutral approach, where new tax revenues are recycled into lower labour taxes and green investments, would ensure competitiveness and social acceptability while reinforcing the Netherlands’ leadership in sustainable fiscal policy and circular economy transitions. 
Given the Netherlands’ advanced administrative systems, the main challenges lie not in technical feasibility but in policy coordination and political acceptance. Aligning new instruments with existing levies, ensuring consistency with EU obligations, and providing clear revenue-recycling mechanisms will be critical to maintain public support and limit competitiveness concerns. With careful design, additional environmental taxes could make an important contribution to the Netherlands’ circular economy and water quality goals, while reinforcing its long-standing leadership in green fiscal policy.
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[bookmark: _Toc214008929]Overview on environmental taxes
Environmental taxes in Poland amounted to 2.6% of GDP in 2023, above the EU average. While revenues have grown substantially in absolute terms over the past 15 years, their relative importance in the economy has edged down. Total environmental tax revenue reached EUR 16.55 billion in real terms in 2023 (Figure A6-57), representing a 102.1% increase since 2009 (Figure A6-58)[footnoteRef:645]. Over the same period, however, the ratio of environmental taxes to GDP fell by 3.6% (Figure A6-58). In 2023, revenues were predominantly derived from energy and transport taxes (around 90.0% and 6.5%, respectively), while resource and pollution taxes contributed 0.1% and 3.4% respectively. [645:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 102.1%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201225134][bookmark: _Ref201223891]Figure A6-57: Total environmental tax revenue in Poland (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 35.8% of Poland’s GDP, an increase of 3.7 percentage points compared with 32.1% in 2009. Environmental taxes represented 7.2% of total tax revenue in 2023, down from 8.3% in 2009 — a decline of 1.1 percentage points over the period. In absolute terms, revenues fell across all environmental tax categories, with the steepest decreases in resource taxes (-76.1%) and pollution taxes (-63.0%), followed by transport taxes (-33.7%) and energy taxes (-6.4%).
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	[bookmark: _Ref201225933]Figure A6-58: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008930]Existing pollution and resource taxes
In 2023, resource and pollution tax revenues reached respectively 23.7 and 563.4 million euros (0.1% and 3.4% of the total environmental tax revenues). These amount to a decrease in absolute terms of 44.2% for resource taxes and a decrease of 13.4% for pollution taxes over 15 years (2009-2013). In terms of GDP-ratios, resource taxes decreased by 73.7% while pollution taxes decreased 58.7% (Figure A6-58). 
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	Figure A6-59: Resource and pollution tax revenues in Poland (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


List of pollution and resource taxes and revenue shares
	Table A6-103:  Pollution taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Levies on environmental exploitation (Opłaty za korzystanie ze środowiska)
	5603.5
	373.6
	65.3%

	The National Fund for Environmental Protection and Water Management -other legal payments (
'Fundusz Ochrony Środowiska i Gospodarki Wodnej -pozostałe ustawowe opłaty)
	2958.4
	197.2
	34.5%

	Product fee (Opdata produktowa)
	11.9
	0.8
	0.1%

	Fees and penalties for substances that deplete the ozone layer (Wpływy z opłat i kar za substancję zubożające warstwę ozonową)
	0.8
	0.2
	0.0%


  
	Table A6-104:  Waste taxes  

	Tax Name  
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Plastic shopping bags (Opłaty za torby z tworzywa sztucznego)
	191.7
	31.9
	100%

	Receipts from waste management (Przychody z tytułu zagospodarowania odpadów)
	0.0
	0.0
	0%


 
	Table A6-105:  Resource taxes  

	Tax Name  
	Revenue (€ million) 
2009-2023 
	Average annual revenue (€ million) 
	As share of all resource tax revenues 

	Fees for removal of trees and shrubs (Opłaty za usuwanie drzew i krzewów)
	 357.3
	23.8 
	100% 


  
  
There are two main sources of pollution tax revenue reported in the Eurostat national tax lists: levies on environmental exploitation; and payments to the National Fund for Environmental Protection and Water Management. This fund was established in 1989 to deliver on environmental objectives using funding from environmental levies.
Levies on environmental exploitation encompass a number of taxes related to air pollution, water abstraction and pollution and waste.[footnoteRef:646] Levies for gas and dust released into air and waste disposal are governed by the 2001 Polish Environmental Protection Act and its subsequent amendments.  Under this act, entities are responsible for collecting data and calculating the environmental fees due, where entities comprise businesses, persons engaged in agricultural activities, individuals who use the environment in ways that require special permissions and organisational units such as government offices, school and municipal facilities. Over time, the reporting requirements have been amended, although annual exemption levels have not changed. Since 2017, entities, for which annual fees exceed 800 PLN are required to submit annual statements and pay the environmental fee to the Marshall Office (regional governor) by 31 March of the following year. [footnoteRef:647]   [646:  	Hogg et al. (2016). Study on assessing the environmental fiscal reform potential for the EU28.]  [647:  	No reporting is required if their annual use of the environment does not exceed 100 PLN.] 

Fees are set by the Minister of Climate and Environment on an annual basis and vary by product being emitted or disposed of and by producer. Separate fees are specified for 67 volatile substances emitted to air that depend on the amount emitted and their environmental impact, as well as for emissions from engines, refuelling and poultry farming.  In 2023, the maximum rate for emission to air was 447.75 PLN /kg, with the fee increased by 500% for entities not having the necessary permits. Fees for sulphur dioxide and nitrogen oxides were both 0.61 PLN/kg.
A detailed breakdown of fees for the disposal of products to landfill is provided (close to 1000 entries), with separate categories for municipal waste. The maximum rate for disposal to landfill was 328.02 PLN/tonne in 2023 and the maximum fee for municipal waste was 300.17 PLN /kg. [footnoteRef:648]   Fees for municipal waste to landfill increased significantly in 2018 and rise annually with inflation. Fees may be reduced to 25% of the total rate where the landfill waste meets specific parameters (e.g. on respiration activity and organic carbon content). [footnoteRef:649] [648:  	NOTICE OF THE MINISTER OF CLIMATE AND ENVIRONMENT of 7 October 2022 on the rates of fees for the use of the environment for 2023. Available at: Environmental fees for 2023. - M.P.2022.1009 - OpenLEX.]  [649:  	EEA (2022). Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Poland Country Profile.] 

The National Fund for Environmental Protection and Water Management (NFOŚiGW), the Provincial Funds for Environmental Protection and Water Management (WFOŚiGW), districts and municipalities receive income from these environmental taxes which is intended to support financing of activities aimed at protecting or improving the environment. 
Prior to 2018, taxes on water abstraction and wastewater discharges were also included under the Environmental Protection Act.   However, a new Polish Water Law Act came into force in 2018, which introduced fees for water services, including abstraction and discharge of wastewater.  A new administrative authority - State Water Holding Polish Waters (Wody Polskie) was also set up to handle matters covered by the Act, including with respect to applicable fees.[footnoteRef:650]   [650:  	Polish Water Act (2017). Available at: Water law. - Journal of Laws 2024.1087 i.e. - OpenLEX] 

Fees are charged for water services which are defined as providing households, public entities and entities conducting business activity with the possibility of using water to the extent exceeding the scope of common, ordinary and specific use of water. The service covers water abstraction and sewage discharge to water and ground with specific mention of abstraction and wastewater discharges related to aquaculture. The fees also cover extraction of materials (e.g. stone, gravel) from surface and sea water and the reduction of natural terrain retention from construction (the “rain” tax). The latter fee is determined at the municipal level. All other fees are determined by the relevant Catchment Board (organisational unit of Wody Polskie).
Fees for water services consist of a fixed and variable fee with a minimum charge of 20 PLN; exemptions from the fixed fee include abstraction for irrigation and aquaculture. Variable fees differ by type of service and depend on the amount and type of water abstracted, the type and quantity of substances discharged to wastewater,[footnoteRef:651] and the amount of material extracted.[footnoteRef:652] From 2024, fixed fees for abstraction may be differentiated by the volume abstracted relative to available resources, ranging from 50 PLN per day to 400 PLN per day. Different variable fees are set for abstraction from groundwater and surface water and these may be further moderated depending on the processes the water is used for. Fees for groundwater abstraction of 0.115 PLN/m3 for industry and 0.068 PLN/m3 for agriculture were implemented in 2018. For wastewater discharges, a charge of 4.28 PLN per kg BOD was also introduced with additional charges for specific listed chemicals, such as volatile phenols and metals.[footnoteRef:653] [651:  	In some cases, also the temperature.]  [652:  	Water service fees]  [653:  	ORDINANCE OF THE COUNCIL OF MINISTERS of 22 December 2017 on unit rates of fees for water services. Available at: Unit rates of fees for water services. - Journal of Laws 2022.2438 i.e. - OpenLEX] 

One impact of the Water Law Act has been to divert revenue from voivodships, municipalities, and districts to the National Fund for Environmental Protection and Water Management (NFOŚiGW), which currently receives 90% of its income from environmental fees related to wastewater pollution.[footnoteRef:654] The National Fund for Environmental Protection and Water Management funds activities to support the environment and energy transformation. [footnoteRef:655] It is understood that water abstraction and pollution taxes are still reported as levies on environmental exploitation. [654:  	Doński & Paczosa (2022). Efficiency of the System of Environmental Fees in Poland. Environmental Protection and Natural Resources, 33 (91).]  [655:  	Ministry of the Environment (2013). The system of financing environmental protection in Poland. COP 19 (Warsaw).] 

An extended producer responsibility (EPR) scheme was established in 2002 following legislation on the obligations of entrepreneurs with regard to the management of certain waste and the product fee. This was amended in 2023 to implement the provisions of Directive 2019/904 on single use plastics.[footnoteRef:656] Provisions for product fees were also introduced in legislation on batteries and accumulators (2009),  and on packaging and packaging wase management (2013).[footnoteRef:657] Businesses selling products on the Polish market are liable for a product fee if they fail to meet statutory annual levels of recovery and recycling of waste from all product packaging and from certain products. Products currently include tyres, batteries and accumulators, oils and lubricant. [656:  Kopyściańska (2024). Carbon tax and plastic levy as examples of tributes that can have an impact on environmental protection. Acta Iuris Stetinensis, 4 (50).]  [657:  	Product levy for 2024 - all about the packaging levy] 

The product fee is calculated by multiplying the difference between the achieved recycling rate (if it is below the minimum target) and the target rate by the fee rate for each packaging material.[footnoteRef:658] In 2024, the product fee rate for plastic packaging was 2.70PLN/kg with a minimum recovery rate of 45% and, for single use plastics, 0.20PLN/kg.[footnoteRef:659] [658:  	Rogulski (2015) Penalties and fees in relation to the use, marketing, recovery, recycling and disposal of ozone-depleting substances and fluorinated greenhouse gases (the so-called F-gases).]  [659:  	Act of 14 April 2023 amending the Act on the obligations of entrepreneurs with regard to the management of certain waste and the product fee and certain other acts, Dz. U. (Journal of Laws) 2023, item 877. Available at: Ustawa z dnia 14 kwietnia 2023 r. o zmianie ustawy o obowiązkach przedsiębiorców w zakresie gospodarowania niektórymi odpadami oraz o opłacie produktowej oraz niektórych innych ustaw] 

In line with levies on environmental exploitation, businesses calculate the product fee to be paid and transfer it to the Marshall’s Office in the relevant province. Revenue from these fees is predominantly used to finance the National Fund for Environmental Protection and Water Management.[footnoteRef:660] Packaging Recycling Notes are provided by recyclers to businesses or Product Recovery Organisations (PROs)[footnoteRef:661] to prove the level of recycling achieved. PROs are also subject to a product fee if they do not achieve certain levels of recycling for household packaging waste.[footnoteRef:662] [660:  	Malecki (2015).  Ecological fees and taxes in Poland and their new Eurostat interpretation. Argumenta Oeconomica Cracoviensia (12).]  [661:  	PROs can fulfil business obligations on agreement.]  [662:  	EEA (2022). Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Poland Country Profile.] 

Product fees are also charged in relation to the production of electronic and electrical equipment that do not satisfy recovery and recycling requirements.  Under certain circumstances entities supplying vehicles to the Polish market and individuals importing vehicles for their own use are obliged to provide a system for the collection of end-of-life vehicles and are liable for a fee if they do not do so. Proceeds from these product fees go to the National Fund for Environmental Protection and Water Management.[footnoteRef:663],[footnoteRef:664] [663:  	Malecki (2015).  Ecological fees and taxes in Poland and their new Eurostat interpretation. Argumenta Oeconomica Cracoviensia (12).]  [664:  	Rogulski (2015). Environmental fees. Polish case study. Environment Protection Engineering, 41 (2).] 

Legislation was introduced in 2015 that provides for penalties and fees in relation to the use, marketing, recovery, recycling and disposal of ozone-depleting substances and fluorinated greenhouse gases (the so-called F-gases). These apply to companies using ozone depleting substances, predominantly in refrigeration and air conditioning industry, fire protection systems or producing electronics and industrial gases.  Penalties apply for infringements of regulations implemented by the act, including improper handling of substances covered, lack of certification for staff and companies and lack of reporting or record keeping. Administrative fines range from 600 PLN to 45000 PLN depending on the infringement. [footnoteRef:665] [665:  	Ozone-depleting substances and certain fluorinated greenhouse gases. - Journal of Laws 2020.2065 i.e. - OpenLEX] 

The legislation governing levies on environmental exploitation and product fees also provide for increased fees and additional fees or fines, some of which have been mentioned above. Increased fees are applied to entities that do not have the right permits or decisions for use of the environment, such as permits for emissions to air.  Additional fees are incurred for late payments or underpayments, or non-compliance with legislation[footnoteRef:666]. It is understood that these fees and fines are classified as other statutory payments to the National Fund for Environmental Protection and Water Management, although this is not fully clear. [footnoteRef:667]  In addition, revenues from environmental charges may also include interest for overdue payments and recovered costs of enforcement proceedings, among others.[footnoteRef:668] Statutory payments account for more than one third of pollution tax revenue.  [666:  	Malecki (2015).  Ecological fees and taxes in Poland and their new Eurostat interpretation. Argumenta Oeconomica Cracoviensia (12).]  [667:  	Environmental taxation in Poland is complex and covered by a large number of different legal regulations. Based on the available literature, there does not appear to be a consensus on the charges that constitute statutory payments to the National Fund. Cieslukowski et al (2024) indicate that these include water abstraction and extraction of minerals, whereas Ochot (2022) and Malecki (2015) suggest mineral exploitation fees are excluded. Donski and Paczosa (2022) also separate water and wastewater charges from environmental exploitation levies from 2018 in their analysis based on data from the Polish Statistical Office (GUS).  Cieslukowski et al (2024) further note differences in the environmental tax data used in the detailed classification and the main database. The main database is used for the analysis presented in this factsheet. Finally, it is noted that revenues from some energy taxes (e.g. emissions allowances, substitution charge) not considered in this factsheet also provide income for the National Fund. ]  [668:  	Doński & Paczosa (2022). Efficiency of the System of Environmental Fees in Poland. Environmental Protection and Natural Resources, 33 (91).] 

Most taxation related to waste management is included in the environmental exploitation levies and product fees outlined above. Since 2019 there has been a separate recycling fee for plastic shopping bags. The fee, charged to individuals purchasing the bags, is then transferred to the Marshall Office every three months. The recycling fee rate is 0.2 PLN/unit, regardless of thickness.[footnoteRef:669] [669:  	Recycling fee for plastic bags | Biznes.gov.pl - Information and service for entrepreneurs] 

No revenues are reported for receipts for waste management in the Eurostat national tax list for Poland.  According to data from the Ministry of Climate and Environment, Poland has a PAYT system for municipal waste from non-household waste producers, which is based on collection frequency and the declared number of bags or containers.[footnoteRef:670]  [670:  	EEA (2022). Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Poland Country Profile] 

Fees for the removal of trees and shrubs are charged when plants growing in urban, public or private areas are removed, and the felling is not related to forestry activities. Fees depend on the type and diameter of trees and are set by and paid to the municipality. This tax has been in force since 1992.
Fees and other related instruments
Fees for mineral extraction are not included as an environmental tax in the Eurostat national tax list for Poland.  A tax on the extraction of certain minerals has been force since 2012. It covers copper and silver extraction and the tax is determined from a formula based on the daily exchange price per kilogram and the amount of these metals in the produced concentrate or ore. The tax is collected by the National Revenue Administration.  The tax was also extended to crude oil and natural gas in 2016. The tax rate on the extraction of copper and silver was reduced by 15% in 2019 to reduce the burden on businesses engaging in mining activities.[footnoteRef:671] An exploitation fee on mineral extraction has also been in force since 2002. The fee paid by mining companies is calculated by multiplying the royalty rate for the mineral type and quantity of minerals extracted in the accounting period. In 2011, for example, alabaster was subject to a fee of 2.98 PLN/tonne.[footnoteRef:672] Fees are paid to the National Fund (40%) and relevant municipalities (60%).[footnoteRef:673] Analysis by Ochot (2022) suggests that including mineral exploitation taxes with pollution and resource taxes would almost double their value.[footnoteRef:674][footnoteRef:675] The mineral exploitation fee is considered a rent derived from resources and not a tax but can be regarded as having a pro-environmental financial load with proceeds earmarked for environmental projects.[footnoteRef:676] A comparative study by Malecki (2016) notes that some pro-ecological tax solutions used in Poland, such as mining fees (along with a deduction from the value of timber sales and waste storage fees)  were not included in the list of environmentally related taxes adopted by the Polish Central Statistical Office for the purposes of Eurostat reporting but are reported by other Member States.[footnoteRef:677] [671:  	OECD (2020). Tax Policy Reforms 2020: OECD and selected partner economies.]  [672:  	Act of the 9th June 2011 Geological and Mining Lawa. Available at: Geological and Mining Law with regulations in English - Archive website of the Ministry of the Environment - Portal Gov.pl]  [673:  	Rogulski (2015). Environmental fees. Polish case study. Environment Protection Engineering, 41 (2).]  [674:  	Ochot, A (2022). Mineral Resource Taxation In Poland As Environmental Revenue, Journal of Finance and Financial Law, vol. 4(36): 55–70.]  [675:  	As noted earlier, it is not fully clear whether the exploitation fee is included in statutory payments to the National Fund. ]  [676:  	Malecki (2015). Ecological fees and taxes in Poland and their new Eurostat interpretation. Argumenta Oeconomica Cracoviensia (12).]  [677:  Malecki (2016). Environmental taxes in Poland compared to other European Union countries. Studies and dissertations, University of Economics, Warsaw.] 

Under the Act on maintaining cleanliness and order in municipalities, municipalities can apply an increased waste management fee, two to four times higher than the regular rate, for property owners who do not fulfil the obligation to sort municipal waste at source. The waste management fee can also be reduced in proportion to the reduction in municipal waste management costs for properties home-composting bio-waste.[footnoteRef:678] The waste management fee is a charge for a service and these amendments can be considered to reflect the level of service provided as well encouraging behaviour change to reduce the environmental impact of the property owners. In 2019, a partial exemption from the waste fee was introduced for property owners who practice home composting, helping municipalities more effectively monitor home composting activities.[footnoteRef:679] [678:  	EEA (2022). Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Poland Country Profile.]  [679:  Poland, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/348402] 

The 2023 legislation on single use plastics requires a fee to be charged to cover costs for waste collection, cleaning, transport and processing of disposable plastic items. This fee, introduced in 2024, is based on the fee rate per product type and the weight or number of disposable items placed on the market with a maximum of 1 PLN per piece.[footnoteRef:680] This charge does not form part of the Eurostat tax data presented in this factsheet. Administrative penalties of up to 500,000 PLN are also foreseen.[footnoteRef:681] [680:  	Kopyściańska (2024). Carbon tax and plastic levy as examples of tributes that can have an impact on environmental protection. Acta Iuris Stetinensis, 4 (50).]  [681:  	Poland: The Polish implementation of the "SUP Directive" enters into force] 

Poland has two types of fees that relate to stays in tourist locations. The main difference between locations being able to charge the spa fee and local fee is the presence of health resort treatment facilities. Since the beginning of 2006 the local fee has been collected from individuals for each day of their stay (over 24 hours) for rest, training or tourist purposes in the resorts with beneficial climatic conditions, landscape values and conditions suitable for such purposes. The fee rate is set locally up to a maximum determined annually by the national government.[footnoteRef:682] The local fee can be seen as a fee for the use of natural resources or to cover the additional costs to municipalities of these visitors but fee income received by municipalities is not necessarily earmarked for a particular purpose.[footnoteRef:683] [682:  	Local tax]  [683:  	Podolchak (2022). Spa and local tourist fees as tributes of a consumption nature. Teka Komisji Prawniczej PAN Oddział w Lublinie, 15 (4).] 

Poland has a voluntary deposit refund system (DRS) system covering some specific glass drink bottles which is run by the largest Polish breweries. The deposit in this system is 0.5 PLN per bottle.[footnoteRef:684] A mandatory DRS is due to come into force in October 2025, following a new law amending the Act on packaging and packaging waste passed in 2023. All points of sale will be obliged to charge the deposit, which will be refunded on return of the packaging to any collection point. [footnoteRef:685] [684:  	EEA (2020)]  [685:  	Deposit-refund system in Poland - Ministry of Climate and Environment - Gov.pl website ] 

Proposed or postponed environmental taxes
Hogg et al (2016) report that a proposal for a pay-as-you-throw charge on municipal waste in Poland was rejected due to concerns that the law would encourage households to burn waste in domestic heaters rather than pay for additional costs.
Inconsistencies and inefficiencies in the current tax system
A number of environmentally harmful subsidies have been identified for Poland. Rebates are made to farmers to offset the tax imposed on diesel in agriculture, reducing incentives to change to less polluting fuel options or to save energy. In 2022, the subsidy was around 16%.  The total rebate has increased steadily over time, reaching  EUR 201,295,630 in 2020, a 44% increase from its 2011 value.[footnoteRef:686] Company cars, which make up 25% of the car fleet, are also subsidised. It is estimated that removing this subsidy would amount to a reduction of 580 to 870 thousand tonnes of CO2 each year.  [686:  	Porsch et al. (2022) A toolbox for reforming environmentally harmful subsidies in Europe: detailed annexes.] 

Energy tax rates are mainly aligned with their carbon content for electricity, transport fuels and industry - with the discrepancy between diesel and petrol taxation being limited – but not for commercial and household heating. Other vehicle taxes, such as registration, are not related to emissions. [footnoteRef:687] [687:  	Hogg et al. (2016). Study on assessing the environmental fiscal reform potential for the EU28.] 

Preferential VAT rates are also applied to several good and services that are related to resources currently considered to be heavily exploited. These include water supply and wastewater collection services, fertilisers and pesticides, agricultural products and forestry services, as well as air transport. Inconsistencies in the application of real estate taxes have also been noted. While exemptions are available for areas that constitute valuable natural resources and agricultural tax relief for the construction or modernisation of facilities for environmental protection or production of energy from natural resources, the conversion of agricultural to building land is incentivised by low real estate taxes (based on usable area and not value). [footnoteRef:688] [688:  	Cieślukowski, M et al. (2024). Greening of the national tax system. Economics and Environment, 3(90).] 

Conclusions, country-specific recommendations and reform progress
Environmental fees were introduced in Poland following the Act of 31 January 1980 on the Protection and Management of the Environment. The aim of the national system was to minimise environmental harm and to restore the environment through enacting the polluter pays principle.[footnoteRef:689] The subsequent creation of the National Fund in 1989 to deliver on environmental objectives using funding from environmental levies set a precedent for other transition countries. This was followed by a period of interest in environmental fiscal reform with tax reform proposals envisioned that would be based on external cost calculations in key sectors and corresponding reductions in labour taxes.[footnoteRef:690]  [689:  Doński and Paczosa (2022). Efficiency of the System of Environmental Fees in Poland. Environmental Protection and Natural Resources, 33 (91).]  [690:  	Hogg et al. (2016). Study on assessing the environmental fiscal reform potential for the EU28.] 

Tax revenues in Poland as a percentage of GPD were lower than the EU average in 2022, mainly due to a lower share of labour taxes and greater reliance on consumption taxes.[footnoteRef:691] While changes to the tax system in terms of the number of environmental fees and ways of financing the National Fund have been introduced since the 2001 Environmental Protection Act, analysis by Cieslukowski et al (2024) indicates that there is no evidence of the substitution of direct taxes for environmental ones, with social security contributions accounting for around 35% of tax revenues, income tax for 20% and environmental tax (including energy and transport) 8% over the period 2007 to 2021. They also point to potentially environmentally harmful preferential VAT rates on a number of goods and services including water supply and wastewater collection services, fertilisers, pesticides and food. Low real estate tax also provides an incentive to develop agricultural land and green spaces. [691:  	European Commission (2024). Commission staff working document 2024 Country Report – Poland.] 

Total environmental taxes (including energy and transport) as a share of GDP were slightly higher than the EU average for the period 2007 to 2021 at 2.6% compared to 2.4% and also account for a higher share of total tax revenue. This was mainly driven by energy taxes but pollution and resource tax shares, although much smaller, also exceeded the EU average.  The opposite is seen for transport taxes.[footnoteRef:692] This, together with the small share of pollution and resource taxes in environmental taxes (3.2%) indicates there could be potential to strengthen the polluter pays principle in these areas.[footnoteRef:693] [692:  	Cieślukowski, M et al. (2024). Greening of the national tax system. Economics and Environment, 3(90).]  [693:  	European Commission (2024). Commission staff working document 2024 Country Report – Poland.] 

The taxation system for pollution and resource taxes in Poland relies extensively on entities calculating their own fees. Rogulski (2015) notes that reporting and fee collection in Poland involves a large number of entities and brings in substantial revenue (in comparison to other European countries) that is spent on pro-environmental actions via the National Fund. However, an examination of Poland’s pollution taxes found these do not effectively reduce emissions or improve economic sustainability, with exemptions and system design cited as explanatory factors.[footnoteRef:694] There was a marked decrease in the number of entities reporting and paying fees from 2015 to 2016. Hence reported reductions in revenues related to emissions to air may be largely due to the reduced number of taxpayers rather than actions taken to improve environmental performance. Industry GHG emissions under the ETS increased by 15% from 2013 to 2023, although power sector emissions decreased.[footnoteRef:695] The system also relies on inspection and verification of entities to determine whether they should pay fees and not all can be verified for organisational and financial reasons.  It is estimated that around 500 thousand enterprises undertake industrial or construction activities in Poland. The number paying fees has remained stable at around 30 thousand.[footnoteRef:696] [694:  Rosiek (2015), Doński & Paczosa (2022). Efficiency of the System of Environmental Fees in Poland. Environmental Protection and Natural Resources, 33 (91).]  [695:  	Some taxes related to GHG emissions trading in Poland are categorized as energy taxes rather than pollution taxes.]  [696:  	Doński & Paczosa (2022). Efficiency of the System of Environmental Fees in Poland. Environmental Protection and Natural Resources, 33 (91).] 

The country specific recommendations (CSRs) for Poland provide guidance on areas where pollution and resource taxation could be used to support environmental objectives, focusing on waste and water management, the use of circular materials and pollution from industry and agriculture.[footnoteRef:697] More specific taxation reforms were proposed by Hogg et al. (2016) in their study assessing the environmental fiscal reform potential of EU Member States, which can be compared to changes in taxation implemented in the intervening period. [697:  	European Commission (2024). Commission staff working document 2024 Country Report – Poland.] 

The EU recommended improvements in waste management as part of the CSRs for Poland with some progress made over the past decade. Hogg et al. (2016) note that, since 2008, landfill taxes have provided incentives for improved waste management through increased recycling and proposed taxes could be increased to 50 €/tonne by 2019.  Landfill taxes increased in 2018 and were around 70 €/tonne in 2023. While no evidence has been reviewed linking landfill taxes to illegal landfilling, illegal landfilling has been identified as an increasing problem in Poland.[footnoteRef:698]  [698:  Removal of illegal landfills – support for local governments [ACT] - Ministry of Climate and Environment - Portal Gov.pl; The problem of landfilled waste – Sozosfera - environmental protection] 

Packaging taxes in Poland are implemented as product fees with associated minimum recovery and recycling rates. With the exception of aluminium, Polish rates are significantly higher (2 to 4 times) than proposed packaging rates based on embodied CO2 and new product (recycling) fees for single use plastics have been recently introduced.[footnoteRef:699] While the rates of the product fee have remained constant in previous years, the minimum levels of recovery and recycling have increased, adding to producer costs. Charges on plastic bags are also consistent with proposed values and large reductions in the use of plastic bags and packages due to taxes in Poland have also been reported.[footnoteRef:700] [699:  	Based on conversion of 2024 rates to euros and then using CPI to compare with 2017 rates proposed by Hogg et al. (2016). (Not PPP adjusted)]  [700:  	Abate, T., & Elofsson, K. (2024). Environmental taxation of plastic bags and substitutes: Balancing marine pollution and climate change. Journal of Environmental Management, 359] 

Research supporting the CSRs for Poland noted that it would benefit from managing water resources more sustainably, with only 31% of all surface water bodies reaching good ecological status and 59% reaching good chemical status in 2018.[footnoteRef:701] This report also noted the need for investment in sustainable water management and, in particular, to ensure adequate urban wastewater collection. The approach to taxation of water abstraction and wastewater discharges in Poland changed in 2018 with the introduction of the Water Law Act. Rates prior to this were considered fairly substantial compared to international standards.[footnoteRef:702] Poland has higher abstraction charges for industry compared to agriculture and public supply. A new rate of 4.28 PLN/kg BOD (approximately €1/kg) for wastewater discharge was introduced in 2017, compared to the €1.3/kg BOD proposed by Hogg et al. (2016).  [701:  	European Commission (2024). Commission staff working document 2024 Country Report – Poland.]  [702:  	EEA (2022). Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Poland Country Profile.] 

[bookmark: _Toc214008931]Potential for implementing additional environmental taxes
Inefficiencies and environmentally harmful subsidies in the current taxation system and opportunities to strengthen the polluter pays principle have been identified that indicate the potential for introducing new environmental taxes and amending existing ones. While some potential taxes relate to energy and transport and other recommendations focus on investment or other non-fiscal instruments, several pollution and resource tax improvements have been proposed.  
Waste management remains an area for improvement under the CSRs for Poland.  Waste generation increased to 4.5 tonnes per capita from 2016 to 2022, narrowing the difference between Poland’s performance and the EU average of 4.8 tonnes per capita. The country produced 113 kg of food waste per person in 2021. Almost 40% of waste was still sent to landfill in 2020 against a target of 10% by 2035. At the same time, Poland’s secondary material use rate decreased from 10.4% in 2017 to 8.4 in 2022, below the EU average of 11.5% and although the municipal waste recycling rate increased to 40.9% in 2022, it failed to meet the EU 2020 target of recycling 50% of municipal waste.[footnoteRef:703]  Although Poland has increased its landfill tax rate and composting and digestion of municipal waste increased to 48 kg per person in 2021, accounting for 13.3% of total municipal waste (SWD), municipal waste incineration capacity has increased over recent years and Poland currently has no tax on waste incineration. [footnoteRef:704] An incineration tax is proposed as part of the IEEP study on environmental fiscal reform.[footnoteRef:705] In 2023, the European Commission recommended expanding the Pay-as-you-throw system to households[footnoteRef:706].  [703:  	European Commission (2024). Commission staff working document 2024 Country Report – Poland.]  [704:  	EEA (2022). Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Poland Country Profile.]  [705:  	Hogg et al. (2016). Study on assessing the environmental fiscal reform potential for the EU28.]  [706:  Poland, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/348402] 

Poland does not currently tax fertilisers or pesticides. Intensive agriculture was identified as having a major impact on air quality and a major source of pollution in the CSRs for Poland. Compared to the EU-27 average of 90.7% in 2021, the Polish agricultural sector was responsible for generating 96.2% of all ammonia emissions. Based on the impact assessment for the Soil Monitoring Law, 48% of Poland’s soil could be considered as unhealthy, with a consistent nitrogen and phosphorus surplus.  Hogg et al. (2016) proposed a pesticide tax of €5 per kg active ingredient and a tax on the use of nitrogen in mineral fertilisers of 0.10 €/kgN be introduced from 2017.[footnoteRef:707] The fertiliser tax rate was intended to reflect relative price levels for Poland under the CAP. [707:  	In both cases the taxes should be kept constant in real terms.] 

Hogg et al. (2016) also proposed a significant increase in air pollution taxes (which form part of the levies on environmental exploitation) compared to existing taxes in 2016. Taxes for sulphur dioxide and nitrogen oxides were both 0.61 PLN/kg in 2023 (approximately equivalent to €145/tonne), still much lower than the proposed to €1000/tonne.
As noted earlier, Poland increased charges for water abstraction in 2018 but these still placed the burden on industry rather than households, compared to the tax rates proposed in Hogg et al. (2016). Changes to these tax rates could potentially improve the efficient use of water resources. In terms of water productivity, Poland generated EUR 72/m3 of water abstracted in 2021, lower than the EU average.[footnoteRef:708] [708:  	European Commission (2024). Commission staff working document 2024 Country Report – Poland.] 

Poland has applied an exploitation fee on mineral extraction, differentiated by mineral type, since 2002. It is therefore not immediately clear how a separate aggregates tax would operate differently from the existing fee or whether it would target additional activities. Available studies, including the calculations by Hogg et al. (2016), indicate that mineral extraction could generate significant additional revenue if incorporated into the scope of pollution and resource taxes, but the relationship between the current fee and any potential aggregates tax would require further clarification.
Poland generated around 6.5 million tonnes (172 kg/cap) of packaging waste in 2019, slightly less than the EU average and has a recycling rate of 55.5% against a target of 65%. The current EPR scheme does not include advanced fee modulation but it is understood that this is planned to be part of an updated system.[footnoteRef:709]  [709:  	EEA (2022). Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Poland Country Profile.] 

It is noted that transport and energy taxes form an important part of potential tax reform. Proposals include energy tax harmonisation, an emissions-based circulation tax for road transport and an aviation passenger tax.  
[bookmark: _Toc214008932]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Poland’s environmental tax system is characterised by a strong reliance on energy and transport-related instruments, while pollution and resource taxes remain limited in scope and effectiveness. The modelling results indicate that introducing benchmarked taxes on pollution, waste, and resource use would generate significant environmental improvements and substantial additional revenues, with relatively modest macroeconomic impacts. Under Scenario A, the total additional revenues could exceed €2.8 billion by 2030, representing one of the highest increases among EU Member States, driven primarily by landfill, wastewater and mineral extraction taxes. Scenario B yields smaller but still positive effects.
Total revenues from the investigated taxes could rise by around €2.4 billion in 2030 and €135 million in 2035, which is around 3.5 times the revenues for pollution and resource taxes in 2023.  The greatest gains are from mineral extraction taxes, closely followed by water effluent. Other major contributors are waste to landfill and water abstraction. Significant amounts are also raised from the pesticide tax the and the fertilizer tax. Reduction in emissions or use of materials is greatest for SO2 (27-28%), waste incineration (20%), pesticides (17%) and minerals aggregates (16%). Water effluent falls by 13%, fertilizer use by 12% and water abstraction by 6%. 
	Table A6-106: Environmental Impacts and Revenue Changes in Poland – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	4,58
	4,05
	0,69%
	0,61%

	SO2
	-32,43%
	-32,43%
	76,10
	51,35
	11,40%
	7,69%

	PM2.5
	-29,58%
	-29,58%
	16,29
	14,29
	2,44%
	2,14%

	Water Abstraction
	-5,85%
	-5,85%
	370,16
	343,62
	54,39%
	50,49%

	Fertilizers
	-11,98%
	-11,98%
	43,28
	42,48
	6,48%
	6,36%

	Pesticides
	n/a
	n/a
	85,87
	85,72
	12,86%
	12,84%

	Waste Incineration
	-20,00%
	-20,00%
	5,16
	5,32
	0,77%
	0,80%

	Waste to Landfill
	-10,78%
	-10,78%
	483,66
	528,27
	72,45%
	79,14%

	Water Effluent
	-6,61%
	-6,61%
	727,89
	710,32
	109,04%
	106,41%

	Minerals & Aggregates
	-15,56%
	-15,56%
	538,71
	571,33
	4147,13%
	4398,24%



	Table A6-107: Environmental Impacts and Revenue Changes in Poland – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,94
	0,83
	0,1%
	0,1%

	SO2
	-8,11%
	-8,11%
	16,28
	10,99
	2,4%
	1,6%

	PM2.5
	-7,39%
	-7,39%
	5,36
	4,70
	0,8%
	0,7%

	Water Abstraction
	-1,14%
	-1,14%
	23,64
	21,95
	3,5%
	3,2%

	Fertilizers
	-3,00%
	-3,00%
	11,92
	11,70
	1,8%
	1,8%

	Pesticides
	n/a
	n/a
	43,86
	43,79
	6,6%
	6,6%

	Waste Incineration
	0,00%
	0,00%
	2,68
	2,76
	0,4%
	0,4%

	Waste to Landfill
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Effluent
	-2,09%
	-2,09%
	179,06
	174,74
	26,8%
	26,2%

	Minerals & Aggregates
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%



The largest potential gains are expected in waste management, water pollution control, and resource extraction, reflecting persistent structural challenges in these areas. The model projects reductions in waste to landfill of nearly 35 per cent by 2030 and a parallel increase in recycling rates, consistent with the benchmark landfill tax of €65 per tonne. Such an increase would align Poland more closely with EU circular economy objectives and the waste hierarchy. The introduction of a waste incineration tax, set at €15 per tonne, would also help prevent substitution from landfill to incineration and further incentivise waste prevention and sorting.
In the water sector, Poland already applies wastewater discharge charges and water abstraction fees, but current rates remain low relative to the environmental costs of pollution and water scarcity. Implementing benchmarked wastewater taxes, based on pollutant load (e.g. €2.70 per kilogram of BOD), could cut emissions of organic pollutants by up to 15 per cent and generate additional revenues of more than €1 billion annually. A calibrated water abstraction tax, adjusted for water stress by region, would further enhance resource efficiency and support cost recovery in line with the Water Framework Directive’s “polluter pays” principle.
The modelling also points to considerable potential in mineral extraction taxation. Poland’s construction and mining sectors are among the largest in the EU, and current extraction charges are well below levels that reflect environmental externalities. A mineral extraction tax at €3.12 per tonne (inflation-adjusted benchmark) would reduce extraction volumes by around 17 per cent and raise close to €500 million annually. This would promote the use of recycled aggregates and secondary materials, strengthening the country’s circular economy performance.
In agriculture, introducing product-based taxes on fertilisers and pesticides would address nutrient and chemical pollution, a continuing issue for water and soil quality. The modelling suggests that a nitrogen-based fertiliser tax (€0.30 per kilogram of N) and a pesticide tax (€5 per kilogram of active ingredient) could reduce fertiliser use by around 12 per cent and pesticide use by 8 per cent, while raising approximately €200 million per year. Complementary measures such as advisory services, precision-farming subsidies, and soil testing could ensure cost-effective compliance and limit impacts on farm incomes.
In terms of fiscal effects, the strongest revenue contributions would come from wastewater, landfill, and mineral extraction taxes. Together, these instruments would account for more than 80 per cent of new receipts. Additional revenues could be channelled into reducing labour taxes, financing green investment, or supporting environmental infrastructure. Poland’s ongoing modernisation of wastewater treatment and recycling systems provides a clear avenue for effective use of such revenues.
Poland has the necessary regulatory and institutional framework, including the National Fund for Environmental Protection and Water Management (NFEP&WM) and regional environmental authorities, which oversee the collection of environmental charges. However, implementation would require improved coordination between fiscal and environmental administrations, particularly in data management and enforcement. Strengthening monitoring systems for industrial effluents, groundwater abstraction, and waste flows would also be critical to ensure compliance and minimise evasion.
The distributional and competitiveness effects of these reforms would be mixed across sectors but are expected to be moderate. Energy-intensive industries, construction materials producers, and farmers would bear most of the direct cost increases. However, these can be mitigated through phased implementation and targeted support for investments in cleaner technologies and circular economy innovations. For households, the impacts would be limited, as most proposed taxes affect upstream producers rather than consumers directly. Nonetheless, any increases in municipal waste or water tariffs should be accompanied by transparent communication and, if necessary, income-based rebates for low-income households to maintain affordability.
Political feasibility remains a significant consideration. Past attempts to increase environmental charges, especially in water and waste, have met resistance from local governments and industry associations concerned about competitiveness and regional inequalities. Building stakeholder trust through consultation, predictable multi-year implementation schedules, and visible reinvestment of revenues into local environmental projects will be essential to ensure acceptance. Clear messaging that these measures can reduce reliance on EU funding by strengthening domestic environmental financing could also enhance support.
In summary, Poland has high potential to expand environmental taxation with strong environmental and fiscal benefits. The priority measures include strengthening landfill and wastewater taxes, introducing or increasing charges on mineral extraction, and applying targeted taxes on fertilisers and pesticides. With gradual implementation, transparent revenue recycling, and coordinated administration, Poland can reduce pollution, improve resource efficiency, and mobilise significant revenues to support its green transition while maintaining competitiveness and social fairness.
[bookmark: _Toc214008933]Portugal 
[bookmark: _Toc214008934]Overview of existing environmental taxes 
Environmental taxes in Portugal amounted to 2.0% of GDP in 2023, close to the EU average. While revenues have increased in absolute terms over the past 15 years, their relative importance in the economy has declined. Total environmental tax revenue reached EUR 4.95 billion in 2023 (Figure A6-60), representing a 15.9% rise since 2009 (Figure A6-61)[footnoteRef:710]. Over the same period, however, the ratio of environmental taxes to GDP fell by 17.5%. In 2023, revenues were mainly derived from energy and transport taxes (around 73.8% and 24.3%, respectively), while resource and pollution taxes contributed around 0.9% and 1.0% respectively. [710:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 15.9%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201234971]Figure A6-60: Total environmental tax revenue in Portugal (2009-2023) in billion euros 



In 2023, total tax revenue (including net social contributions) accounted for 23.3% of Portugal’s GDP, a decrease of 9.1 percentage points from 32.4% in 2009. Environmental taxes represented 8.5% of total tax revenue in 2023, up from 7.3% in 2009 — an increase of 1.2 percentage points over the period. In absolute terms, the strongest increases were recorded in pollution tax revenues (up 380%) and resource tax revenues (up 327%).
	

 [image: Gráfico, Gráfico en cascada

El contenido generado por IA puede ser incorrecto.]

 

	[bookmark: _Ref201231640]Figure A6-61: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 


[bookmark: _Toc214008935]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached 47.68 and 46.65 million euros, respectively (each accounted for 1% of the total environmental tax revenues), increasing in absolute terms by 380% for pollution taxes and of 327% for resource taxes over 15 years (2009-2023). In terms of GDP-ratios, pollution taxes increased by 226% and resource taxes increased by 196.5% (Figure A6-61). 
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	Figure A6-62: Resource and pollution tax revenues in Portugal (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


List of pollution and resource taxes and revenue shares
	Table A6-108:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Tax on noise 
	€0.1 - €2.4
	€0.6
	20.7%

	Regulatory fee on quality of water for human consumption
	N.A. - €2.4
	€2.2
	75.9%

	Tax on noise
	€0.1 - €0.5
	€0.1
	3.4%

	Note: N.A. = Data not available


 
	Table A6-109:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Excise duty on lightweight plastic bags
	N.A. - €0.5
	€0.3
	9%

	Fee on imported non-reusable beverage packaging
	€0.1 – N.A.
	€0.1
	N.A.

	Fee on non-reusable beverage packaging
	€3.4 - €2.1
	€3.3
	37%

	Excise duties on single-use packages
	N.A. - €3
	€1.7
	54%

	Note: N.A. = Data not available



	Table A6-110:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Fishery license fee 
	€0.1 - €1
	€1
	3%

	Fee for the use of water resources
	€6.8 - €4.2
	€5.3
	13%

	Regulatory fee on water and water services
	€1.7 - €5.7
	€5.1
	18%

	Hunting and fishery licenses
	€9.4 – €12.5
	€11.5
	39%

	Fee on the use of water resources
	N.A. - €8.4
	€8.2
	27%



	Table A6-111: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Annual revenue 
(€ million) in 2023

	Fee on water and waste services
	€5.7

	Pay as you throw tax
	N.A.

	Note: N.A. = Data not available


Taxes, fees and other related instruments
The Portugal's Water Resources Fee (TRH, for its acronym in Portuguese) was established in 2008 by Decree-Law 97/2008 and amended by the 2014 Green Tax Reform. It covers the costs of managing and guaranteeing water quality and quantity. The TRH also compensates for the benefits of using public water for private purposes, and the environmental costs of activities that impact water resources. It is therefore a tax that covers the costs of water resource management, environmental impacts, and the benefits of using public water. The fee is based on how much water a consumer uses (it covers different economic sectors under five components[footnoteRef:711]) and is regularly updated with inflation. Since 2017, an additional fee has been applied to the volume of water abstracted for public water supply to compensate for the higher costs incurred in low-density areas. Low-income households, charities, non-profit organizations, and public-benefit entities may be eligible for social tariffs and large families may also be eligible for special tariffs. The tax seems to have had a limited impact on changing behaviours, and, with the economic recovery, revenue increased faster than rates, indicating more intense use and degradation of the water resource. Moreover, the water abstraction fee is significantly lower for agriculture with reductions applying to irrigation (OECD, 2023[footnoteRef:712]).  [711:  	Component A: water abstraction of public water for private use by sector, including for energy production (m3); Component E: discharge of effluents (kg of nitrogen or phosphorous); Component I: extracted aggregates (sand, gravel, etc.) from the public water domain (m3);
Component O: land occupation of the public water resources (m2); and Component U: private use (abstraction, deviation or use) of water under public management that may cause significant impact (m3). ]  [712:  	OECD (2023). OECD Environmental Performance Reviews. Portugal 2023. ] 

According to the 2025 European Semester report[footnoteRef:713], while the TRH is one of the few significant pollution taxes in Portugal, it is currently underperforming in promoting behavioural change. The Commission stresses the need to reform the TRH to better differentiate between users and water basins, improve cost recovery, and internalise environmental externalities, especially in agriculture. [713:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Portugal. 52166ac9-de1e-4009-8921-39eb6f9673fc_en] 

Currently, there are tax measures implemented with the aim of reducing the use of plastic and therefore promoting the rational use of natural resources, applying the user-pays principle (levy on single-use packages and plastic bags). Under Law No. 82-D/2014, a contribution on lightweight plastic bags[footnoteRef:714] was created with the aim of promoting more sustainable behaviour (of consumers, producers and traders. These bags are subject to a contribution (EUR 0.1 including VAT) and its value must be discriminated on invoices. It reduced their consumption by 98% in two years. However, overall plastic bag consumption was reduced by 70% over 2014-16, and the decline continued until 2020. Since 2021, Portugal has banned the free provision of carrier bags of any material (including paper bags) at the point of sale. An exemption applies for bags used to pack loose items or bulk products (OECD, 2023). [714:  	Producers or importers of lightweight plastic bags with a permanent establishment in Portugal are liable for the tax. However, the final consumer pays the tax, which is passed on in the price of the bag.] 

The next step was the contribution on single-use plastic or aluminum packaging for take-away meals (in restaurants or at home). Portugal implemented a contribution on single-use plastic (or multi-material with plastic) packaging as part of the Portuguese State Budget Law for 2021 (Decree-Law no. 78/2021). This is following the European Union (EU) Single-Use Plastic Directive (2019/904). The contribution is in force as of 1 July 2022. The contribution is levied per package, completely or partially made of plastic (or multi-material with plastic) to be purchased in to-go food regimes. The contribution is levied per package, completely or partially made of plastic (or multi-material with plastic) to be purchased in to-go food regimes. This includes ready-to-eat meals, ready-to-eat meals with take-away (including drive-in) or with home delivery and applies for those meals packed in the establishment or in the point-of-sale area. It applies because of production, importation as well as the intra-community acquisition (acquisition from another EU Member State of single-use packaging, including acquisition from the Autonomous Regions of Azores and/or Madeira). A contribution was also applied on single-use packaging made of aluminum, or multi-material with aluminum as of 1 January 2023.
The levy is set at € 0.10 per package in Portugal mainland and can be passed along the economic chain. The final charge levy to the final consumer cannot be less than € 0.20 per package. As for the plastic bags, it is foreseen a levy of € 0.08 for plastic bags.  
The cost of a fishery license fee depends on the type of license, its duration, and whether the person is a resident or non-resident. Licences are valid for each calendar year and can be valid for 7 days to 1 year. For onshore, it is of €2 daily or €8 annual, for on-board, it is of €55 daily or €50 annual, for underwater, it is €3 daily or €25 annual, and for general recreational, it is €70 annual. At the same time, for Portuguese citizens and residents, prices range from €12.30 to €20.50 for a one-year license, while for non-residents, the cost is approximately €15.36 for 7 days, €20.50 for 30 days, and €51.22 for one year. Everyone over the age of 14 needs a fishing license. 
Experiences with pay-as-you-throw systems are limited due to the charging system. Municipal waste charges are included in the water bill and linked to water consumption. Portugal has made little progress in passing on the waste management tax to households through waste charges as recommended in the 2011 Environmental Performance Review. In 2020, three quarters of municipalities did not fully recover the costs of waste service provision. Despite the welcome introduction of a cost accounting system for waste management, problems remain with its implementation by municipalities (OECD, 2023). 
Conclusions, country-specific recommendations and reform progress
Portugal’s environmental tax system is centralized, with minimal regional differentiation, ensuring uniform implementation across the country. While this structure supports consistency, it limits the flexibility to tailor fiscal measures to specific regional environmental challenges[footnoteRef:715]. Moreover, the Portuguese tax system is complex and the many preferential tax treatments blur the price signals (OECD, 2023). The reliance on indirect taxation may be insufficient in driving long-term sustainability, especially without complementary regulatory mechanisms or direct incentives for green investment[footnoteRef:716],[footnoteRef:717]. [715:  	https://www.oecd.org/en/publications/decentralisation-and-regionalisation-in-portugal_fea62108-en.html]  [716:  	https://www.oecd.org/en/publications/2023/03/oecd-environmental-performance-reviews-portugal-2023_13d6c540.html]  [717:  https://www.researchgate.net/publication/348428718_Environmental_Taxation_in_Portugal_A_Contribution_to_Sustainability] 

The 2025 European Semester report[footnoteRef:718] reiterates concerns about Portugal’s over-reliance on energy taxes and insufficient use of pollution and resource-related instruments. It calls for reforms to better align the tax system with environmental targets and improve revenue stability. [718:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Portugal. 52166ac9-de1e-4009-8921-39eb6f9673fc_en] 

Following the recommendation of the 2011 Environmental Performance Review, Portugal implemented a green tax reform in 2014, which was part of a broader fiscal consolidation effort required by the EU economic adjustment programme. Law No. 82-D/2014 introduced (1) a carbon tax in sectors outside the EU ETS, (2) increased the CO2 component of the registration tax, (3) granted property tax breaks for forest management, and as explained above (4) revised the taxation of water and waste management, and (5) introduced a tax on single-use lightweight plastic bags. 
However, according to recent studies the impact of the reform has plateaued. Environmental tax revenues have not increased proportionately with environmental goals, and many instruments are not effectively internalising costs or changing behaviours[footnoteRef:719]. [719:  Mergulhão, A. 2023. A Fiscalidade em Portugal - Estudo Causa Pública. A Fiscalidade em Portugal - Causa Pública] 

Thus, Portugal has gradually expanded its environmental tax base, with new levies on plastic waste, resource extraction, and water use. The economic burden of these taxes, particularly for lower-income households and resource-dependent industries, has led to calls for a more balanced approach. Future reforms will need to reconcile revenue generation with stronger environmental effectiveness, ensuring that taxation mechanisms align with long-term decarbonization and resource efficiency goals[footnoteRef:720]. Likewise, taxes on pollution and resource management raise little revenue (they represented barely 1% of revenue from environmentally related taxes in 2020, a low rate compared with the OECD Europe average of 5%). Revenue from taxes on pollution mainly comes from the water resources tax (parts related to discharge on effluents and land occupation; other components are considered as environmental charges) and the tax on non-reusable beverage packaging. Fees for hunting and fishery licence make up the bulk of revenue from resources taxes (OECD, 2023). There is also limited evidence that these fiscal measures have substantially altered consumption and production patterns. For example, the tax on single-use lightweight plastic bags has significantly reduced their use, and the taxes on water and waste management do not fully internalise environmental costs.  [720:  https://www.ine.pt/ngt_server/attachfileu.jsp?att_display=n&att_download=y&look_parentBoui=630254777] 

[bookmark: _Toc214008936]Potential for implementing additional environmental taxes
The country has made progress in integrating environmental issues into strategic documents and sectoral plans and has several mechanisms for horizontal co-operation. However, the country could improve its environmental performance by introducing additional environmental taxes (especially a separate tax for solid waste) and by reducing the tax advantages of fossil fuels. Despite that, the reform in Portugal would be quite different from other international experiences, since it is based almost solely on new instruments and, in addition, seems to reject the possibility of reducing social security contributions as a method of revenue-recycling (double-dividend). 
Campos Rodrigues (2022) points out some suggestions for a future reform of the Water Resources Fee (TRH): (1) expand the use of the shortage coefficient of water resources in different water basins of the territory to other components; (2) integrate other environmental impacts, such as the retention of sediments, diffuse pollution, or the impact of thermal discharges; (3) assure the balance among sectors, reducing the burden for the public water supply; (4) evaluate the current approach of the instrument, where the value to be paid is often passed on to the final user, which does not have a direct role in the management of water resources; and (5) modify the base values so that they are not identical for all water areas within a river basin as these present differences in terms of water flows (Campos Rodrigues, 2022[footnoteRef:721]). OECD (2023) also suggests raising water abstraction charges for agriculture, strengthen capacity to monitor abstractions, enforce water licensing regulations and limit new abstraction permits in over-allocated basins.  [721:  	Campos Rodrigues, L. (2022). Water resources fee in Portugal. Institute for European Environmental Policy and environment & management. https://ieep.eu/wp-content/uploads/2022/12/PT-Water-Resources-Fee-final.pdf] 

In terms of waste charges, as of 2026, in line with the 2020 reform, these will no longer be indexed to water consumption but to the amounts of waste collected. Effective implementation of the user pays, and polluter pays principles will be key to achieve more ambitious environmental targets in the sector. This requires accelerating the passing on of municipal waste management costs to households through dedicated identifiable charges uncoupled from the water bill, as part of wider awareness-raising campaigns to move up the waste hierarchy; develop separate collection of waste (OECD, 2023). 
In 2023, the European Commission underlined the need to strengthen economic instruments by, for example, introducing mandatory pay-as-you-throw systems, establishing a deposit-refund scheme, extending producer responsibility to non-household waste, and raising the landfill tax[footnoteRef:722]. [722:  Portugal, 2025 EU waste recycling targets – State of play, Publications Office of the European Union, 2023, https://data.europa.eu/doi/10.2779/316155] 

[bookmark: _Toc214008937]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Portugal’s environmental tax framework is relatively developed compared to many EU Member States, with a well-established carbon tax, energy excises, and a series of sectoral levies under the “Green Tax Reform” (2014). However, non-energy environmental taxes, covering pollution, waste, and resource use, remain underutilised and unevenly applied. The modelling results suggest that implementing the benchmarked taxes would yield substantial environmental benefits and significant fiscal gains, with relatively low macroeconomic disruption. Under Scenario A, Portugal is among the countries with the highest potential percentage increase in resource and pollution tax revenues, driven mainly by water abstraction, wastewater effluent and landfill taxation. Scenario B, with lower benchmark rates, produces smaller yet still meaningful improvements.
Total revenues from the investigated taxes could rise by around €2 billion in 2030 and €135 million in 2035, which is nearly 20 times the revenues for pollution and resource taxes in 2023.  The greatest gains are from water abstraction which around for more than half the gain, followed by water effluent, which makes up over a third of the gains.  The rest all make some contributions. Reductions in emissions or materials are notable for waste to landfill, water abstraction, SO2 emissions, pesticides, PM2.5 and water effluent. Waste to landfill falls by 30%, water effluent by 17% and water abstraction by 28%, Pesticide use declines by 25%, and fertilizer use by 18%.  Mineral extraction falls by 6%. 
	Table A6-112: Environmental Impacts and Revenue Changes in Portugal – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	2,91
	2,64
	3,69%
	3,34%

	SO2
	-32,43%
	-32,43%
	23,32
	18,62
	29,54%
	23,59%

	PM2.5
	-29,58%
	-29,58%
	17,86
	17,86
	22,64%
	22,63%

	Water Abstraction
	-28,19%
	-28,19%
	1116,89
	1140,67
	1090,29%
	1113,50%

	Fertilizers
	-17,97%
	-17,97%
	5,10
	4,94
	6,46%
	6,26%

	Pesticides
	n/a
	n/a
	37,52
	37,47
	47,55%
	47,47%

	Waste Incineration
	-8,78%
	0,00%
	0,08
	0,09
	0,11%
	0,12%

	Waste to Landfill
	-30,06%
	-30,06%
	56,09
	42,90
	71,07%
	54,35%

	Water Effluent
	-9,09%
	-9,09%
	762,68
	753,13
	966,40%
	954,29%

	Minerals & Aggregates
	-6,45%
	-6,45%
	63,29
	57,47
	269,09%
	244,34%



	Table A6-113: Environmental Impacts and Revenue Changes in Portugal – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,95
	0,86
	1,2%
	1,1%

	SO2
	-8,11%
	-8,11%
	7,93
	6,33
	10,0%
	8,0%

	PM2.5
	-7,39%
	-7,39%
	5,87
	5,87
	7,4%
	7,4%

	Water Abstraction
	-5,52%
	-5,52%
	287,56
	293,69
	280,7%
	286,7%

	Fertilizers
	-4,49%
	-4,49%
	1,48
	1,44
	1,9%
	1,8%

	Pesticides
	n/a
	n/a
	20,68
	20,65
	26,2%
	26,2%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-15,16%
	-15,16%
	20,83
	15,93
	26,4%
	20,2%

	Water Effluent
	-5,67%
	-5,67%
	492,19
	486,03
	623,7%
	615,8%

	Minerals & Aggregates
	-4,62%
	-4,62%
	0,00
	0,00
	0,0%
	0,0%



The most significant environmental benefits are expected in the water and waste sectors, which face persistent pressures related to over-abstraction, nutrient pollution, and landfill dependency. The modelling projects that introducing benchmark-level water abstraction and wastewater taxes could reduce water use by around 32 per cent and pollutant discharges (BOD₅) by 17 per cent by 2030. The associated revenue gains would be substantial, together contributing nearly three-quarters of all additional receipts under Scenario A. These measures would reinforce cost recovery in line with the Water Framework Directive and provide resources for water efficiency and treatment infrastructure, particularly in water-stressed regions such as the Algarve and Alentejo.
In waste management, Portugal has made progress in reducing landfill dependency but continues to rely heavily on landfilling compared to EU averages. The modelling estimates that a landfill tax at the benchmark rate (€65 per tonne) could reduce disposal volumes by approximately 30 per cent and generate over €300 million annually by 2030. While landfill taxes exist at national and municipal levels, rates vary and remain below this threshold. Gradually harmonising and raising these rates, paired with increased investment in sorting, composting, and recycling, would strengthen the circular economy and help meet EU waste targets. To avoid displacement towards incineration, a moderate incineration tax (€15 per tonne) could be introduced concurrently.
For agriculture, introducing product-based taxes on fertilisers and pesticides would support water-quality improvements and more sustainable nutrient management. The modelling suggests that a nitrogen-based fertiliser tax (€0.30 per kilogram of N) and a pesticide tax (€5 per kilogram of active ingredient) would together reduce input use by 10–12 per cent and generate moderate additional revenues. The environmental benefits would be particularly relevant in the Tagus and Sado river basins, where nitrate pollution and pesticide residues remain problematic. To ensure fairness and feasibility, such taxes should be phased in gradually and paired with technical assistance, advisory services, and investment support for precision agriculture and integrated pest management.
Portugal also presents potential for expanding resource-use taxation, notably through a mineral extraction tax and adjustments to existing fees. The modelling suggests that a €3.12 per tonne tax on construction aggregates (sand, gravel, limestone, gypsum) could reduce extraction volumes by 14 per cent and raise approximately €200 million annually. The measure would promote the uptake of recycled aggregates and reduce the environmental footprint of quarrying, aligning with the country’s circular economy roadmap.
Smaller, complementary gains could be achieved through the introduction of air-pollution charges for industrial point sources (NOx, SO₂, PM₂.₅), which remain untaxed. At benchmark rates (€1,000 per tonne for NOx and SO₂, €2,000 per tonne for PM₂.₅), these would create incentives for cleaner technologies in industry and energy generation. Portugal’s existing environmental permitting and monitoring systems would enable straightforward implementation, leveraging existing emissions data.
In fiscal terms, Portugal could raise an additional €1.5–2.0 billion in annual revenues from new or strengthened environmental taxes under Scenario A, equivalent to roughly 1 per cent of total tax receipts. Most of these gains would stem from the water and waste sectors. These revenues could be recycled to reduce labour taxes, support low-income households, and finance green investments in water, waste, and circular economy infrastructure. Transparent earmarking and reporting would be crucial to maintain public trust and demonstrate environmental returns.
From an administrative perspective, feasibility is high. Portugal already operates robust systems for environmental data collection and fiscal management, and most of the proposed instruments build on existing frameworks. The General Directorate for Energy and Geology and the Portuguese Environment Agency (APA) could manage mineral and pollution-based taxes, while water boards and utilities could administer abstraction and wastewater charges. The main challenges are political and behavioural: ensuring that the public perceives these taxes as fair and effective, and that key sectors have the capacity to adapt.
Distributional and competitiveness impacts are expected to be limited but should nonetheless be managed proactively. For households, gradual phasing of higher water and waste tariffs, combined with targeted bill credits or social rebates for low-income consumers, can maintain affordability. For firms, especially in agriculture and construction, transitional measures such as investment grants, depreciation allowances for abatement equipment, and public procurement incentives for recycled materials can offset short-term competitiveness risks.
Portugal’s experience with its Green Tax Reform demonstrates that environmental taxation can be socially acceptable when accompanied by clear communication, fairness, and visible reinvestment of revenues. A phased approach, starting with water abstraction and wastewater taxes, followed by higher landfill rates, fertiliser and pesticide instruments, and a minerals charge, would allow for predictable adaptation and stakeholder engagement.
In summary, Portugal has strong potential to expand its environmental tax base beyond energy and transport. By prioritising water, waste, and agricultural instruments, and by designing revenue recycling to reinforce social equity and investment in sustainability, Portugal can achieve significant environmental benefits and stable fiscal gains while supporting a more circular and resource-efficient economy.
[bookmark: _Toc214008938]Romania 
[bookmark: _Toc214008939]Overview of existing environmental taxes
Environmental taxes in Romania amounted to 2.2% of GDP in 2023, slightly above the EU average. While revenues have risen sharply in absolute terms over the past 15 years, their relative importance in the economy has grown more moderately. Total environmental tax revenue reached EUR 7.29 billion in real terms in 2023 (Figure A6-63), representing a substantial 224.9% increase since 2009[footnoteRef:723]. Over the same period, however, the ratio of environmental taxes to GDP increased by only 25.4% (Figure A6-64). In 2023, revenues were overwhelmingly derived from energy and transport taxes (around 94.13% and 5.71%, respectively), while pollution and resource taxes amounting to around 0.16%. [723:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 224.9%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201231435]Figure A6-63: Total environmental tax revenue in Romania (2009-2023) in billion euros



In 2023, total tax revenue (including net social contributions) accounted for 26.8% of Romania’s GDP, an increase of 1.2 percentage points compared with 25.6% in 2009. Environmental taxes represented 8.38% of total tax revenue in 2023, up from 7.02% in 2009 — a rise of 1.36 percentage points over the period. In absolute terms, the strongest increase occurred in energy tax revenues (up 32.5%), while the largest decrease was recorded in transport tax revenues (-53.9%).
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	[bookmark: _Ref201231461]Figure A6-64: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008940]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 6.4 and 5.2 million euros. These amount to changes in absolute terms of — respectively — 38.6% and 89.3% over 15 years (2009-2023). In terms of GDP-ratios, pollution taxes decreased by 46.5% and resource taxes decreased by 26.9% (Figure A6-64). In 2023, pollution and resource tax revenues accounted for 0.07% and 0.09% of the total environmental tax revenues respectively.
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	Figure A6-65: Resource and pollution tax revenues in Romania (2009-2023) in million euros. 
Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


List of pollution and resource taxes and revenue shares
	Table A6-114: Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Environmental fees
	€3.7 - €4.7
	€4.7
	100%



	Table A6-115:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Tax on mineral extraction activities
	€3 - €5.6
	€4.8
	100%


 
	 Table A6-116: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Annual revenue 
(€ million) in 2023

	Forest felling charge
	N.A.

	Note: N.A. = Data not available



The country’s pollution-tax structure appears to be very limited. Although Romania does levy contributions related to pollutant releases, solid waste, packaging and other environmental funds, the revenue from instruments that meet the standard definition of a pollution tax remains extremely small relative to energy and transport taxes. Historical data suggest that pollution and resource tax revenues rarely exceed 1% of the total environmental tax base in Romania.[footnoteRef:724] [724:  	Dragomir, CMB, Marin, C, Garlea, C (2024). Green taxes and their impact on Romanian’s economy compared to investments for air and climate protection. Athens Journal of Science 2024, 11:1-15.] 

Regarding resource taxes, Romania has a tax on mineral extraction activities which imposes annual fees on entities prospecting, exploring and/or exploiting Romania’s mineral resources. However, there are no national taxes on water abstraction, forest exploitation, or other forms of natural resource use, beyond administrative fees. The overall tax design does not reflect resource scarcity or environmental degradation costs.
Fees and other related instruments
Romania operates several environment-related charges and fees which play a role in environmental cost internalisation. These include environmental fees, forest felling charges, water abstraction fees, and wastewater discharge charges. Administered under the Water Law (Law No. 107/1996), these fees are set nationally but implemented by local water authorities. However, in most cases, the fee levels are not indexed to environmental impacts or scarcity, and enforcement capacity is limited without systematic escalation or performance linkage.
Romania’s waste sector also applies producer responsibility fees under Government Emergency Ordinance 196/2005, covering packaging, electrical and electronic goods, and batteries. These fees are paid to environmental funds or collective compliance schemes. However, the lack of consistent reporting, transparency, and reinvestment mechanisms limits their effectiveness in steering behaviour or supporting environmental objectives.
The 2025 European Semester Country Report[footnoteRef:725] underlines that environmental charge revenues should be better targeted and integrated within a circular economy framework — especially in the waste and water sectors — and commends steps taken under RRF funding to improve transparency and performance tracking. [725:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Romania. 7cb47fb4-4517-431a-95c8-17cb161d5078_en] 

Proposed or postponed environmental taxes
Romania has repeatedly committed to introducing a landfill tax and reforming its environmental fiscal framework in alignment with EU directives on circular economy and climate action. A landfill tax was originally proposed in the National Waste Management Plan (2016–2022) and introduced in 2019. Currently there are no plans to further increase the landfill tax nor to extend the existing landfill ban for recyclables to other waste types (EEA, 2023[footnoteRef:726]). [726:  	EEA. 2023. Technical note accompanying the EEA briefing ‘Economic instruments and separate collection – key instruments to increase recycling’. https://www.eea.europa.eu/publications/economic-instruments-and-separate-collection/technical-note-accompanying-the-eea.] 

Discussions around carbon pricing reforms — particularly aligning national excise duties with EU minimum rates and integrating emissions into the EU ETS — have stalled. The lack of progress reflects both political resistance and administrative capacity constraints, especially in monitoring and enforcement at the local level.
While Romania is legally obliged to contribute to the EU's own resources system (notably the plastic levy), it has not yet adopted a national plastic tax. The government has not clarified whether it intends to finance these payments through the general budget or new fiscal instruments. 
The 2025 Semester recommendations[footnoteRef:727] emphasise the introduction of CO₂-based registration and circulation taxes, and the need for stronger polluter-pays instruments. [727:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Romania. 7cb47fb4-4517-431a-95c8-17cb161d5078_en] 

Conclusions, country-specific recommendations and reform progress
Despite the relatively high share of environmental taxes in total revenue, environmental tax receipts remain heavily concentrated in energy excise duties, particularly fuel taxes. Revenues from pollution and resource-use taxes are very small, which limits the extent to which price signals reflect environmental externalities. Institutional arrangements also appear complex, as environmental charges and taxes are administered by multiple authorities, which can lead to overlapping responsibilities or incentives that are not fully aligned. For example, while many local authorities seek to improve recycling performance, the absence of strong and consistent national price signals, such as landfill charges, may reduce the effectiveness of local initiatives.
The European Commission has consistently urged Romania to improve its tax mix by shifting the burden away from labour towards environmental and property taxation, with stronger price signals on CO₂ and pollution to support the climate agenda[footnoteRef:728],[footnoteRef:729],[footnoteRef:730]. However, while headline revenues have grown, the underlying structure remains unbalanced and regressive. Environmental tax rates do not reflect the environmental damage caused by different activities, and fiscal incentives remain poorly aligned with sustainability goals. [728:  	European Commission (2023). 2023 European Semester: Country Specific Recommendation / Commission Recommendation – Romania. Available at: https://commission.europa.eu/document/download/e7b51bcf-5376-46cc-9824-6438cc2c2f61_en?filename=COM_2023_623_1_EN.pdf]  [729:  	European Commission (2024). 2024 European Semester: Country Specific Recommendation / Commission Recommendation – Romania. Available at: https://commission.europa.eu/document/download/553bcecc-b835-4396-8c22-8cc7e69b2ea6_en?filename=com_2024_623_1_en.pdf]  [730:  	European Commission (2025). 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Romania. Available at: 7cb47fb4-4517-431a-95c8-17cb161d5078_en] 

According to the 2023 European Semester Report, Romania has made only limited progress in implementing green tax reforms. The eco-modulation of fees, the introduction of differentiated vehicle taxes, or the use of CO₂-based registration and circulation taxes have not advanced beyond discussion stages.
[bookmark: _Toc214008941]Potential for implementing additional environmental taxes
Romania has significant potential to strengthen its environmental tax framework, which remains heavily weighted towards energy and transport while leaving pollution, waste, and resource-related instruments underdeveloped. Several areas stand out as priorities for reform and expansion.
A key opportunity lies in waste management, where the landfill tax could be strengthened through the introduction of a gradual rate escalator and clear earmarking of revenues for recycling, sorting, and waste-treatment infrastructure. This would not only help meet EU circular economy and waste targets but also provide stable funding for local waste systems. In addition, the European Commission recommends[footnoteRef:731] implementing economic instruments such as pay-as-you-throw schemes and increasing the landfill tax to incentivise separate collection at source and minimise the landfilling of waste. [731:  European Commission (2025). EU waste recycling targets: Romania. Available at: https://op.europa.eu/en/publication-detail/-/publication/edc95e42-0353-11ee-87ec-01aa75ed71a1/language-en] 

In the water sector, there is scope to reform water abstraction and wastewater fees, ensuring better differentiation by sector and region. Current rates remain too low to reflect environmental costs or promote efficiency. Strengthening these instruments would help address over-abstraction, improve water quality, and align pricing with the “polluter pays” principle enshrined in the Water Framework Directive.
In agriculture, introducing taxes on fertilisers and pesticides would help curb diffuse nutrient and chemical pollution, which continues to degrade surface and groundwater quality. Differentiated rates based on nitrogen content and toxicity could create effective incentives for more sustainable farming practices while generating revenues that could fund precision agriculture and advisory services.
The transport sector presents another major opportunity for reform. Aligning vehicle and fuel taxation more closely with CO₂ emissions, including the revision of company car taxation, would support decarbonisation and encourage the transition to cleaner vehicle fleets. Complementary CO₂-based circulation fees and eco-differentiated registration taxes could further strengthen the price signal and accelerate fleet renewal.
Romania could also benefit from expanding resource extraction levies, particularly for forestry, water, and construction aggregates. Higher and better-calibrated extraction charges would internalise environmental costs, reduce overexploitation of natural resources, and incentivise recycling and circular economy practices.
Finally, the introduction of a plastic packaging levy would complement the EU-level contribution on non-recycled plastic waste, provide an additional incentive for waste reduction, and generate revenues for investments in reuse and recycling systems.
The 2025 European Semester report underlines that carbon taxes, CO₂-based vehicle levies, and plastic and packaging taxes are among the most effective tools available to Romania and should be adopted without delay. Collectively, these reforms would broaden Romania’s environmental tax base, enhance its alignment with EU policy priorities, and support the dual objectives of environmental sustainability and fiscal resilience.
[bookmark: _Toc214008942]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Romania’s current environmental taxation framework is relatively limited in scope and efficiency. Energy and transport-related taxes dominate, while non-energy environmental taxes, covering pollution, waste, and resource use, remain underdeveloped and weakly enforced. The modelling results indicate that Romania has one of the highest potentials among all EU Member States to increase both environmental tax revenues and environmental effectiveness through the introduction of benchmarked pollution and resource taxes. Under Scenario A, additional revenues could reach approximately €2.9 billion by 2030, representing nearly a tripling of current pollution and resource tax receipts. The largest fiscal contributions would come from wastewater effluent, water abstraction and landfill taxes, accompanied by strong reductions in pollutants, waste volumes and resource extraction. Scenario B, with more moderate rate levels, still delivers substantial benefits at lower revenue levels.
Total revenues from the investigated taxes could rise by €6.6 billion in 2030 and €6.8 billion in 2035, which are 566-580 times the revenues for pollution and resource taxes in 2023.  It is the Member State with the largest increase in tax revenues from the proposals.  Existing revenues are among the lowest in the EU at €11 million. There are major gains from waste to landfill, minerals aggregates and water abstraction, followed by water effluent.  Pesticide and fertilizer taxes make a small contribution as do taxes in air emissions and waste incineration. Reductions in emissions or materials are notable for waste to landfill, SO2 and PM2.5 emissions and water abstraction, pesticides and water effluent. Waste to landfill falls by 36% and water abstraction by 21%, Pesticide use declines by 17%, and fertilizer use by 12%.  Mineral extraction falls by 17%. 
	Table A6-104: Environmental Impacts and Revenue Changes in Romania – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	1,73
	1,40
	32,54%
	26,30%

	SO2
	-32,43%
	-32,43%
	8,43
	3,40
	158,49%
	63,86%

	PM2.5
	-29,58%
	-29,58%
	6,19
	4,95
	116,36%
	93,13%

	Water Abstraction
	-20,64%
	-20,64%
	1409,53
	1608,72
	12088,56%
	13796,88%

	Fertilizers
	-11,98%
	-11,98%
	24,79
	29,09
	465,92%
	546,87%

	Pesticides
	n/a
	n/a
	27,11
	27,06
	509,51%
	508,56%

	Waste Incineration
	-20,00%
	-20,00%
	5,59
	10,70
	105,15%
	201,05%

	Waste to Landfill
	-35,76%
	-35,76%
	2924,66
	2639,19
	54974,79%
	49608,90%

	Water Effluent
	-9,09%
	-9,09%
	681,32
	661,32
	12806,81%
	12430,83%

	Minerals & Aggregates
	-16,67%
	-16,67%
	1297,41
	1542,86
	20431,62%
	24296,95%



	Table A6-105: Environmental Impacts and Revenue Changes in Romania – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,56
	0,45
	10,5%
	8,4%

	SO2
	-8,11%
	-8,11%
	2,83
	1,14
	53,3%
	21,5%

	PM2.5
	-7,39%
	-7,39%
	2,04
	1,63
	38,3%
	30,6%

	Water Abstraction
	-4,04%
	-4,04%
	255,80
	291,95
	2193,8%
	2503,8%

	Fertilizers
	-3,00%
	-3,00%
	6,83
	8,02
	128,4%
	150,7%

	Pesticides
	n/a
	n/a
	13,97
	13,94
	262,5%
	262,0%

	Waste Incineration
	-8,31%
	-8,31%
	2,66
	5,09
	50,1%
	95,7%

	Waste to Landfill
	-22,08%
	-22,08%
	1324,28
	1195,03
	24892,6%
	22462,9%

	Water Effluent
	-5,67%
	-5,67%
	436,05
	423,25
	8196,4%
	7955,8%

	Minerals & Aggregates
	-5,02%
	-5,02%
	264,06
	314,01
	4158,4%
	4945,1%



The most significant environmental improvements are projected in waste management and water quality, two areas where Romania continues to face major compliance challenges under EU directives. A strengthened landfill tax, set at the benchmark rate of €65 per tonne, could reduce the amount of waste sent to landfill by more than 30 per cent by 2030. This would represent one of the largest reductions among EU Member States, reflecting both the scale of the current challenge and the sensitivity of disposal behaviour to price signals. Higher landfill charges would also encourage investment in sorting, composting, and recycling infrastructure, helping Romania to close the gap towards EU waste targets. A complementary incineration tax, set at €15 per tonne, could prevent the diversion of waste from landfill to incineration and reinforce the waste hierarchy.
In the water sector, Romania applies modest charges for abstraction and discharges, but these are far below levels that would internalise environmental costs or support the full cost-recovery principle under the Water Framework Directive. The modelling suggests that applying benchmark water abstraction and wastewater taxes could reduce abstraction by about 20 per cent and organic pollutant loads (BOD₅) by roughly 16 per cent by 2030. These reforms would also generate significant fiscal gains, accounting for nearly 60 per cent of all new revenues under Scenario A. The benefits would be particularly relevant for the Danube and Black Sea basins, where nutrient and chemical pollution remain critical issues. A phased introduction of higher rates, accompanied by reinvestment of part of the revenues into water treatment infrastructure and monitoring systems, would enhance administrative feasibility and political acceptability.
Romania’s agricultural sector also presents major opportunities for environmental fiscal reform. The country has one of the highest shares of agricultural land in the EU but low uptake of precision-farming and nutrient-management practices. Introducing a fertiliser tax (at €0.30 per kilogram of nitrogen) and a pesticide tax (€5 per kilogram of active ingredient, differentiated by toxicity) could reduce fertiliser and pesticide use by an estimated 12-15 per cent and 10-12 per cent respectively. The environmental gains would include lower nitrate and pesticide concentrations in groundwater, improved soil quality, and reduced eutrophication in the Danube Delta. To protect farmers’ incomes and productivity, these taxes should be phased in gradually and accompanied by targeted support, such as co-financing for precision-application equipment, advisory services, and access to sustainable alternatives.
A mineral extraction tax on sand, gravel and limestone at the benchmark rate of €3.12 per tonne could also deliver significant benefits. Romania’s construction materials sector is among the most resource-intensive in the EU, and the introduction of such a tax could reduce extraction volumes by around 17 per cent while generating revenues exceeding €250 million annually. Combined with circular-economy incentives for recycled aggregates, this would contribute to more sustainable material use and reduced environmental degradation.
The fiscal impacts of these reforms would be substantial but manageable. The largest revenue gains would derive from water and waste-related instruments, with additional contributions from product and resource-based taxes. The new revenues could support national environmental priorities, including the upgrading of waste treatment facilities, expansion of wastewater networks, and the decarbonisation of industrial and agricultural practices. Revenue recycling could also help offset distributional effects by funding lower social security contributions for low-income households and SMEs, or by supporting regional development in less affluent areas.
In terms of administrative feasibility, Romania faces some implementation challenges due to institutional fragmentation and limited enforcement capacity at local level. However, existing structures, such as the National Environmental Protection Agency (NEPA), the Water Administration “Apele Române”, and county-level environmental agencies, provide an adequate foundation for expansion, provided that coordination and monitoring systems are strengthened. Developing a digital registry for pollution and resource-use data would enhance compliance, transparency, and efficiency.
Distributional and competitiveness impacts are expected to be modest overall, but certain sectors, particularly agriculture, construction materials, and energy-intensive manufacturing, would bear the main cost increases. These can be mitigated through phased implementation, investment support, and technology incentives. For households, direct impacts are likely to be limited, but as higher landfill and wastewater charges could translate into higher service tariffs, accompanying social measures such as income-based rebates or progressive tariff structures would help maintain affordability.
Political feasibility remains the key challenge. Past attempts to raise landfill fees and water charges met with resistance due to concerns about affordability and regional disparities. Successful implementation will require broad stakeholder engagement, clear communication of environmental and fiscal benefits, and visible reinvestment of revenues in environmental infrastructure. Public acceptance would also increase if revenues are transparently earmarked for tangible local improvements, such as cleaner rivers, upgraded waste facilities, or subsidies for water-efficient technologies.
In summary, Romania has exceptionally high potential to expand environmental taxation in a way that delivers both strong environmental outcomes and significant fiscal benefits. The most promising measures include raising landfill and wastewater taxes, introducing abstraction charges aligned with environmental costs, and implementing fertiliser, pesticide and mineral extraction taxes. With gradual implementation, clear communication, and well-designed revenue recycling, Romania could use environmental taxation as a cornerstone of its transition towards sustainable resource use, compliance with EU environmental law, and greater fiscal resilience.
[bookmark: _Toc214008943]Slovakia
[bookmark: _Toc214008944]Overview of existing environmental taxes
Environmental taxes in Slovakia amounted to 2.0% of GDP in 2023, close to the EU average. Both the absolute level and the relative economic importance of environmental taxation have increased slightly over the past 15 years. Total environmental tax revenue reached EUR 2.13 billion in real terms in 2023 (Figure A6-66), representing a 73.2% increase since 2009[footnoteRef:732]. Over the same period, the ratio of environmental taxes to GDP rose modestly by 1.3% (Figure A6-67). In 2023, revenues were predominantly sourced from energy and transport taxes (around 90.6% and 8.5%, respectively), while pollution taxes accounted for around 0.9%. [732:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 73.2%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201231136]Figure A6-66: Total environmental tax revenue in Slovakia (2009-2023) in billion euros



Total tax revenue (including net social contributions) increased from 28.9% of Slovakia’s GDP in 2009 to 35.3% in 2023, a rise of 6.4 percentage points. Over the same period, the share of environmental taxes in total tax revenue fell from 6.8% to 5.7% — a decline of 1.1 percentage points — with decreases across all environmental tax categories. In absolute terms, the steepest decline occurred in pollution taxes (-76.1%), followed by transport taxes (-42.6%), both of which also fell relative to GDP (Figure A6-67). While revenues from energy taxes increased in GDP terms (up 7.9%), they still accounted for a smaller share of total taxation (12.1%) in 2023[footnoteRef:733]. [733:  	Slovakia does not have resource taxes. ] 
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	[bookmark: _Ref201231166]Figure A6-67: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008945]Existing pollution and resource taxes
In 2023, pollution tax revenues reached 23.0 million euros (0.9% of the total environmental tax revenues) (Figure A6-68), decreasing in absolute terms by 50.0% over 15 years (2009-2023) and decreasing by 65.4% in terms of GDP-ratios (Figure A6-67). The tax on waste disposal is presented separately from the other pollution taxes below. Slovakia does not have resource taxes. 
	
[image: A graph of a number of green rectangles

AI-generated content may be incorrect.]



	[bookmark: _Ref201231234]Figure A6-68: Resource and pollution tax revenues in Slovakia (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


 
List of pollution and resource taxes and revenue shares
	Table A6-119:  Pollution taxes  

	Tax Name  
	Revenue (€ million) 
2009-2023 
	Average annual revenue (€ million) 
	As share of all pollution tax revenues 

	Fees connected with water pollution (Poplatky za vypúštanie odpadových vôd)
	266.6
	17.8
	58.9%

	Fees connected with air pollution (Za znečisťovanie ovzdušia)
	178.7
	11.9
	39.5%

	Tax on excavation areas (úhrada za dobývací priestor)[footnoteRef:734] [734:  	The tax on excavation areas is likely a resource tax. However, it is classed as ‘Pollution’ in Eurostat metadata and therefore included in .] 

	7.6
	0.5
	1.7% 


  
	Table A6-120:  Waste taxes  

	Tax Name  
	Revenue (€ million) 
2009-2023 
	Average annual revenue (€ million) 
	As share of all waste tax revenues 

	Tax for waste disposal (poplatok za uloženie odpadu)[footnoteRef:735] [735:  	The tax for waste disposal is included in the National Tax List, however has no revenue recorded against it. It is unclear why this is the case. ] 

	0.0
	0.0
	100% 


 
The Office for the Regulation of Network Industries (ÚRSO) oversees tariffs for drinking water and sanitation, as well as charges for water abstraction and pollution.

Any abstraction of surface or groundwater above certain thresholds requires a permit from the State Water Administration Authority. Permits specify annual abstraction amounts and conditions, typically for up to 10 years. Small abstractions are exempted from permitting and controls. For permitted abstractions, payments and charges are determined by law. These charges are collected by the Slovak Environmental Fund and are used to subsidize water and wastewater projects. Slovakia’s water abstraction fees are set by national legislation and are differentiated by the purpose of use. The principal rates identified are: agricultural land irrigation 0.001 EUR per cubic meter and public water supply systems 0.0332 EUR per cubic meter[footnoteRef:736]. These rates are estimates based on Slovak regulations and are cited in comparative legislative reviews. [736:  	Interreg Central Europe (2021): Comparative Transnational Report Of Ce Legislation And Policies On Mar. Available at: https://programme2014-20.interreg-central.eu/Content.Node/DEEPWATER-CE/D.T4.1.2-COMPARATIVE-CE-TRANSNATIONAL-REPORT-MAR-LEGISLATION.pdf. ] 


Fees connected with wastewater pollution were established in 1966 and are currently regulated by the Resolution of the Government of the Slovak Republic (755/2004)[footnoteRef:737]. The Regulation imposes charges not based solely on volume, but instead when pollutant concentrations exceed permitted limits and discharges exceed authorised thresholds. The pollution indicators are chemical oxygen demand, suspended solids, phosphorus, nitrogen, ammoniacal nitrogen, adsorbed organic halogen, mercury, cadmium, and soluble inorganic salts.  The tax base is set by the national government per kg of each pollutant, and the fees are calculated based on pollutant loads above permitted levels.  [737:  	Government of the Slovak Republic (2004): Act 755/2004 Z. z. Available at https://www.slov-lex.sk/ezbierky/pravne-predpisy/SK/ZZ/2004/755/vyhlasene_znenie.html.] 


Revenues from abstraction and wastewater fees (as well as from air pollution, waste disposal, and excavation areas which are discussed further down) are used to provide income for the Environmental Fund. The Environmental Fund, established by Act No. 587/2004 and overseen by the Ministry of Environment, provides financial support for environmental protection, with use of the funds aligning with the priorities and objectives set out in national environmental policy[footnoteRef:738]. Its primary income derives from pollution-related fees, fines and penalties.  [738:  	Act No. 587/2004 Coll. of the Slovak Republic on the Environmental Fund. ] 

The fee connected with air pollution was established in 2004 and is currently regulated by the Act on Air Pollution Charges (190/2023)[footnoteRef:739]. The taxpayers are the firms operating stationary sources of air pollution.  This tax was established to limit emissions into the air, with the sources of air pollution categorised by size (large, medium, and small).  The tax base is set by the central authority and is the quantity of emissions discharged.  The tax rate is set by the central authority and is determined by the quantity of emissions during the preceding calendar year (or, if the source has ceased to exist or the operator changed, the period of the relevant year up to the date of said change).  The taxpayers calculate the expected fee based on the prescribed method with the final fee decided by the administrative authority. The taxes apply nationally with regional differences; in the case of small sources of pollution, a tax is mandated only if the municipality has issued a general binding regulation.  The revenue of large and medium-sized sources is earmarked for the Environmental Fund, and the revenue of the small sources is earmarked for the municipality concerned. [739:  	Government of the Slovak Republic (2023): Act 755/2004 Z. z. Available at https://www.slov-lex.sk/ezbierky/pravne-predpisy/SK/ZZ/2023/190/20240101.] 


The tax on excavation areas[footnoteRef:740] was established in 1992 and is currently subject to the Regulation of the Government of the Slovak Republic on Payment for Mining Area, Payment for Extracted Minerals and Payment for Storage of Gases or Liquids (50/2002)[footnoteRef:741]. The taxpayers are the mining firms (B05, B07, B08). The tax base is set by the central authority and is the extracted minerals and the mining area.  The tax rate is the product of the remuneration rate and the mining area (in km2). The tax applies nationally with no regional differences. Although reimbursements from mining extraction are also used to finance the Environment Fund the majority of the revenue is earmarked, with the District Mining Authority distributing 80% of the proceeds of the payment for the mining area to the municipalities according to the size of the parts of the mining area in their territories.  [740:  	This is categorized as a pollution tax in Eurostat (Available at: https://ec.europa.eu/eurostat/cache/metadata/EN/env_ac_taxind2_simset_sk.htm) ]  [741:  	Government of the Slovak Republic (2002): Government Regulation No. 50/2002 Coll. Regulation of the Government of the Slovak Republic on Payment for Mining Area, Payment for Extracted Minerals and Payment for Storage of Gases or Liquids. Available at https://www.zakonypreludi.sk/zz/2002-50#p1. ] 


The tax for waste disposal was established in 2016 and amended in 2018 and is currently regulated by the Act on Fees for Waste Disposal (329/2018)[footnoteRef:742]. This tax covers disposal of construction, industrial and municipal waste to landfill or sludge pond (excluding mining waste). The taxpayer is the last holder of the waste being disposed of; for municipal waste, the taxpayer is the municipality. The tax base is set by the central authority and is the quantity of waste. The tax rate is set by the central authority and is determined by the amount of waste (by weight) and category of waste according to a special regulation. The tax applies nationally with no regional differences.  Revenue is earmarked for the Environmental Fund. [742:  	Government of the Slovak Republic (2018): Act No. 329/2018 Coll. Act on Fees for the Disposal of Waste and on the Amendment of Act No. 587/2004 Coll. on the Environmental Fund and on the Amendment of Certain Acts, as amended.  Available at: https://www.zakonypreludi.sk/zz/2018-329.] 

Fees and other related instruments
The Environmental Fund's main sources of income, alongside taxes, include penalties and fines for the violation of various environment-related laws[footnoteRef:743]. Examples of activities or non-compliance that can lead to these penalties and fines include: illegal placement or dumping of waste, exceeding pollution limits, violations of the Act on Air, and infringement of duties in the waste legislation. These penalties and fines are intended to deter illegal activities or non-compliance with environmental regulations, rather than to function as charges for lawful environmental use or emissions within permitted limits, which is the usual role of environmental taxes or fees. Although such penalties may contribute to environmental funding, they are fundamentally based on breaches of environmental law. [743:  	Barta, P (2022): Air Pollution Fees in Slovakia. Denkstatt. Institute for European Environmental Policy. Available at: https://ieep.eu/wp-content/uploads/2022/12/SK-Air-Pollution-Fee-final.pdf. ] 

A local fee for municipal waste and small construction waste is collected by the municipality based on generally binding municipal regulation that is typically annually set, with the amount of the flat rate of this fee varying between different regions. While related to waste management (which falls under pollution/resource taxes at the landfill stage), the municipal fee targets covering the costs of collection and management services provided by the municipality. This contrasts with a tax designed purely to internalise the environmental externality of waste generation or disposal itself, although the fee amount can also act as an incentive for waste reduction/sorting. 
Effective from 1 January 2022, Slovakia introduced a deposit return system for single-use beverage packaging, including plastic bottles and metal cans[footnoteRef:744]. Consumers pay a deposit upon purchase, which is refunded when the packaging is returned for recycling. This initiative aims to enhance recycling rates and reduce littering.  [744:  	Správca zálohového systému n.o. (n.d): Deposit return system in Slovakia. Available at: https://www.spravcazaloh.sk/en/.] 

A fee on lightweight plastic carrier bags was introduced in early 2018, and by the end of 2019, this was expanded to include all plastic carrier bags, with the exception of very lightweight ones[footnoteRef:745]. [745:  	Ministry of the Environment of the Slovak Republic & Slovak Environmental Agency, 2021] 

In Slovakia, both hunting and fishing are regulated activities requiring appropriate licences and permits. Fishing requires both a licence and a permit, with licence fees ranging from €1.50 for a week to €17.00 for three years, and exemptions available for specific groups[footnoteRef:746]. Fishing permits, issued by local associations, vary in cost depending on the area and whether the angler is a member, with non-members typically paying higher daily rates.  Hunting in Slovakia requires a valid licence, with fees ranging from €10 for a week to €80 for ten years for Slovak citizens, and higher rates for foreigners, starting at €50 weekly. Additional fees may apply for foreign guests, including combined licence and insurance packages. These fees do not qualify as environmental taxes because their payment is not unrequited (the payment is made in exchange for a right or service (i.e., the legal right to hunt or fish) and the base is not a unit of environmental harm (e.g. emissions, pollution, resource extraction volume), but rather the activity or administrative process. [746:  	ExpastSK (2023): Hunting and Fishing in Slovakia. Webpage on the website of ExptsSK (Immigration services agency for Slovakia). Available at: https://expatsk.com/hunting-and-fishing-in-slovakia/. ] 

Another common fiscal instrument discussed in the context of sustainability or environmental impacts (e.g. managing over-tourism) but that do not qualify as environmental tax is the so-called “tourist tax”.  The tax is typically collected by accommodation providers, is levied per person, per night, and varies by municipality. This is an unrequited payment, for which the base is presence or overnight stays, rather than a physical unit of pollution or environmental harm. Tourist activity (and over-tourism) may have environmental consequences (e.g. waste, emissions), but the tax is not calculated on that basis.
Inconsistencies and inefficiencies in the current tax system
Slovakia has one of the lowest air pollution charges for SO2, NOx and PM2.5. Nominal tax rates on air pollutants have remained unchanged since 1998. In addition, emission rates are following a downward trend so that revenues are decreasing, marginal external damages are still reported to be higher than taxes. The lack of tax indexation has also been identified for other taxes, such as the land fill tax. Legislation on water covers both abstraction and discharge. Agriculture was integrated in the Slovak water charge scheme in 2017 at a much lower price than industry, although similar volumes of water are abstracted. Taxes on wastewater are applied to entities discharging sufficient volumes and depend on pollutant type, concentration and limit values. 
OECD (2020) notes that some high energy sectors in Slovakia often receive preferential treatment under energy tax regimes, resulting in under-pricing of environmental damage such as CO₂ and air pollutant emissions. 
Proposed or postponed environmental taxes
Research suggests that the Slovak Republic has not recently introduced any environmentally related tax instruments. 
In the draft law amending the Waste Act currently under approval, a ban on energy recovery of waste that can be recovered or recycled is being proposed (Ministry of the Environment of the Slovak Republic & Slovak Environmental Agency, 2021).
The "Greener Slovakia" strategy (2019) outlined Slovakia's environmental policy until 2030[footnoteRef:747]. The strategy proposes a fiscally neutral environmental tax reform as part of a broader tax overhaul, aiming to shift the tax burden onto environmentally harmful activities. Measures under consideration included removing unjustified excise duty exemptions and introducing new pollution-related taxes. Carbon leakage from emissions trading areas was highlighted as an area to address. Carbon taxation in sectors such as transport, construction, agriculture, and waste incineration were viewed as a cost-effective way to cut greenhouse gas emissions and a review of taxes on harmful substances in consumer products like batteries and gases is planned. The strategy highlights that fuel prices should reflect their environmental impacts. Stating that fossil fuels will therefore gradually balance the tax burden on petrol and diesel. On the issue of air pollution, the strategy mentions that the air pollution taxation system will be designed to be both efficient and incentivising, with potential implementation of an emissions trading scheme for air pollutants will be explored.  [747:  	Ministry of Environment of the Slovak Republic (2019): Greener Slovakia: Strategy of the Environmental Policy of the Slovak Republic until 2030. Available at: https://www.minzp.sk/files/iep/greener_slovakia-strategy_of_the_environmental_policy_of_the_slovak_republic_until_2030.pdf ] 

Conclusions, country-specific recommendations and reform progress
In its 2024 Environmental Performance Reviews, the OECD stated that while Slovakia has pledged to implement a fiscally neutral green tax reform, progress has been limited[footnoteRef:748]. The shift from taxing labour to targeting environmentally damaging activities has not yet occurred, and carbon pricing remains low compared to other EU members, offering inconsistent incentives to reduce emissions. The OECD noted that diesel is taxed less than petrol, despite its higher carbon and air pollution impacts. Revenues from vehicle, pollution, and resource taxes are below the OECD Europe average.  [748:  	OECD (2024): OECD Environmental Performance Reviews: Slovak Republic 2024. Available at: https://www.minzp.sk/files/iep/analyzy/epr-slovakia-2024-highlights-final-english-web.pdf. ] 

Although, in 2022, Slovakia’s environmental tax revenue was higher than the EU average (both GDP share and total tax revenue), largely due to energy tax revenues, whilst revenues from transport and pollution/resource-related taxes were below the EU average. The CSR suggests this is where there is potential to strengthen the application of the ‘polluter pays’ principle[footnoteRef:749]. Currently, Slovakia only implements two of the six key pollution and resource taxes[footnoteRef:750]—specifically on NOₓ emissions (pollution tax) and landfill waste. The commissions 2024 Country Report highlighted that there is potential to broaden waste disposal taxes (e.g. to include incineration) and introducing new levies, such as those on water pollution or plastic products (Slovakia does not currently tax single use plastic or plastic packaging)[footnoteRef:751]. [749:  	European Commission (2024): Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Slovakia. Available at: https://commission.europa.eu/document/download/62d6f5ed-3509-4015-ad4e-415fA6467006_en?filename=com_2024_625_1_en.pdf ]  [750:   The six main types of taxes on pollution and resources, as generally recognised by the OECD and the European Environment Agency, typically include: Energy taxes, transport taxes, pollution taxes, resource taxes, landfill/waste taxes, and carbon taxes. ]  [751:  	European Commission (2024): Commission Staff Working Document 2024 Country Report – Slovakia. Accompanying the document Recommendation for a COUNCIL RECOMMENDATION on the economic, social, employment, structural and budgetary policies of Slovakia. ] 

The European Environment Agency discusses the introduction of an incineration tax in its Early Warning Assessment related to the 2025 targets for municipal waste and packaging waste (Slovakia)[footnoteRef:752].  Currently, Slovakia does not have a tax on waste incineration. There is also no tax on waste exported for incineration in place.  It is understood that additional taxation changes are not planned on incineration either. A previous (2018) Early Warning Report recommended that Slovakia should "Revision of the landfill tax to ensure other residual waste treatment and disposal techniques (such as incineration) are also covered".  [752:  	European Environment Agency (2024): Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Slovakia. Available at: https://www.eea.europa.eu/publications/many-eu-member-states/slovakia/view. ] 

The OECD report (2020)[footnoteRef:753] found that the tax burden is increasingly carried by labour and capital taxes as opposed to environmental taxes. Although the use of environmentally related taxes has been expanding in other OECD countries, Slovakia has not introduced any new such tax instruments in recent years. [753:  	OECD (2020). Towards a green fiscal reform in the Slovak Republic - Proposals for strengthening the role of market-based environmental policy instruments. OECD Environmental Policy Paper No. 19. Available at: https://www.oecd.org/en/publications/towards-a-green-fiscal-reform-in-the-slovak-republic_1aa92a49-en.html. ] 

The introduction of taxes on synthetic pesticides and fertilisers is suggested as a way to reduce negative impacts and discourage the use of such products by farmers, municipalities and households. The tax rates can vary based on the toxicity of the substance in question. 
The OECD (2020) report included the recommendation to account for the environmentally harmful effects of recreation and leisure activities, for example by introducing entrance fees to national parks. Although some national parks (e.g. Slovak Paradise) already include entrance fees for specific areas, this practice is not yet consistent across all protected areas. Therefore, this recommendation still remains relevant and could help to establish a more uniform and comprehensive approach to managing visitor impacts, funding conservation efforts, and promoting sustainable tourism.
In some areas reform is already in progress, increased fee levels were introduced in January 2019 by the Act on Fees for Waste Disposal (No. 329/2018). The calculation method also changed in 2019, basing the fee rate on the sorting level of municipal waste in each municipality[footnoteRef:754].  [754:  	EEA (2022): Early warning assessment related to the 2025 targets for municipal waste and packaging waste. European Environment Agency report. Available at: https://www.eea.europa.eu/publications/many-eu-member-states/early-warning-assessment-related-to. ] 

In 2022, the Slovak Government amended Regulation No. 330/2018 to increase landfill fees for industrial waste, including construction and demolition waste, significantly over 2022–2024[footnoteRef:755]. The amendment also outlined how revenue from these fees will be redistributed. [755:  	EEA (2022): Circular economy country profile – Slovakia. ETC CE Report 2022/5 – Slovakia. European Environment Agency report. Available at: https://www.eionet.europa.eu/etcs/etc-ce/products/etc-ce-products/etc-ce-report-5-2022-country-profiles-on-circular-economy/slovakia-ce-country-profile-2022_for-publication.pdf. ] 

[bookmark: _Toc214008946]Potential for new environmental taxes
According to 2023 estimates, 70% of greenhouse gas emissions in Slovakia are subject to a positive Net Effective Carbon Rate (ECR)[footnoteRef:756], while a majority of emissions are priced to some extent, a significant share remains either weakly priced or subsidised, limiting the full effectiveness of carbon pricing in driving emission reductions.  [756:  	OECD (2024): Pricing Greenhouse Gas Emissions. Carbon pricing in the Slovak Republic. Available at: https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/carbon-pricing-and-energy-taxes/carbon-pricing-slovak-republic.pdf. ] 

The OECD 2020 country report for Slovakia highlighted that tax rates for emissions in the Slovak Republic do not reflect the external damage costs. This is a similar conclusion to that from a 2016 study titled ‘Comparative Assessment of External Costs and Pollution Taxes in Baltic States, Czech Republic, and Slovakia’[footnoteRef:757], which found that Slovakia had one of the highest external costs of atmospheric emissions (only behind Czech Republic) yet comparatively lower pollution taxes than some other countries in the study.  Air pollution remains a major contributor to environmental inequality in Slovakia, with average levels in 2021 exceeding the EU average. According to the OECD’s report ‘Towards a Green Fiscal Reform in the Slovak Republic’, air pollutant taxes—such as those on sulphur dioxide, nitrogen oxides, particulate matter (PM₂.₅), and ammonia—are set well below the estimated damage they cause. For example, the tax on PM₂.₅ is €166 per tonne, while the associated marginal damage is estimated at €20,000, covering less than 1% of the external cost. [757:  	Štreimikienė & Ališauskaitė-Šeškienė (2016): Comparative Assessment of External Costs and Pollution Taxes in Baltic States, Czech Republic and Slovakia. E & M. Available at: http://dx.doi.org/10.15240/tul/001/2016-4-001. ] 

This suggests higher air pollution taxes could be implemented. However, this paper concluded that while pollution taxes contribute to reducing emissions, they were not found to be the primary driver, suggesting further analysis is needed to identify the key sources of emissions and effective policies. 
According to the EC 2024 Country Report Slovakia has a nitrogen surplus on agricultural land and waterbodies are affected by pesticide pollution. The sector is subsidised by the EU (almost EUR 600 million) and the state budget (averages EUR 64 million), with a review prepared by the analytical unit of the Ministry of Finance finding that the subsidies, that often provided as flat-rate payments or compensation schemes, do not sufficiently motivate beneficiaries to be efficient[footnoteRef:758]. The sector is largely exempt from energy taxes and emissions trading schemes.  As previously highlighted Slovakia currently has no taxes fertilisers, leaving scope for potential new environmental taxes. IEEP Study on Assessing the Environmental Fiscal Reform Potential for the EU28 (2016)[footnoteRef:759] suggested introducing pesticide taxes, banding the taxes to reflect the level of hazard associated with the pesticide in question. These recommendations remain relevant. [758:  	Ministry of Finance of the Slovak Republic (2023): The state can use at least 370 million in subsidies more efficiently. Available at: https://www.mfsr.sk/en/press/the-state-can-use-least-370-million-subsidies-more-efficiently.html. ]  [759:  	Hogg et al (2016) : Study on assessing the environmental fiscal reform potential for the EU28. Report prepared for the European Commission DG Environment. ] 

The EEA suggested there is scope to introduce an incineration tax[footnoteRef:760], currently, Slovakia does not have a tax on waste incineration.  This could help to ensure that wastes are not shifted from landfill to incineration and instead encourage overall waste reduction. Based on available information, Slovakia does not currently apply any packaging taxes[footnoteRef:761], leaving this as another potential area for the introduction of a new environmental tax. [760:  	European Environment Agency (2024): Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Slovakia. Available at: https://www.eea.europa.eu/publications/many-eu-member-states/slovakia/view.]  [761:  	European Environment Agency (2024): Early warning assessment related to the 2025 targets for municipal waste and packaging waste: Slovakia. Available at: https://www.eea.europa.eu/publications/many-eu-member-states/slovakia/view.] 

[bookmark: _Toc214008947]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Slovakia’s environmental tax structure is dominated by energy and transport-related taxes, while non-energy taxes—on pollution, waste and resource use—remain limited in coverage and ambition. The modelling results indicate that Slovakia has significant untapped potential to enhance both its environmental outcomes and fiscal performance through the introduction of additional or strengthened environmental taxes. Under Scenario A, total additional revenues could reach around €1.3 billion by 2030, representing one of the higher relative increases in the EU. The largest fiscal and environmental contributions would come from landfill, water effluent, and mineral extraction taxes, while Scenario B yields smaller yet still substantial gains.
Total revenues from the investigated taxes could rise by €240 million in 2030 and €230 million in 2035, which are around nine times the revenues for pollution and resource taxes in 2023.  There are major gains from minerals aggregates, which make up 40% of the total gain, followed by waste to landfill and water effluent.  Pesticide and fertilizer taxes also make a contribution, as well as taxes on SO2.   Reductions in emissions or materials are notable for SO2. Waste to landfill falls by 30%, water effluent by 27% and water abstraction by 23%, Pesticide use declines by 17%, and fertilizer use by 12%.  Mineral extraction falls by 17%. 
	Table A6-121: Environmental Impacts and Revenue Changes in Slovakia – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,78
	0,51
	2,95%
	1,95%

	SO2
	-32,43%
	-32,43%
	3,44
	1,82
	13,00%
	6,87%

	PM2.5
	-29,58%
	-29,58%
	0,65
	0,48
	2,46%
	1,81%

	Water Abstraction
	-23,08%
	-23,08%
	17,28
	16,57
	65,29%
	62,61%

	Fertilizers
	-11,98%
	-11,98%
	4,86
	5,06
	18,38%
	19,12%

	Pesticides
	n/a
	n/a
	8,15
	8,09
	30,79%
	30,57%

	Waste Incineration
	-20,00%
	-20,00%
	0,06
	0,03
	0,22%
	0,13%

	Waste to Landfill
	-30,06%
	-30,06%
	49,64
	42,69
	187,60%
	161,32%

	Water Effluent
	-4,36%
	-4,36%
	70,00
	68,95
	264,55%
	260,59%

	Minerals & Aggregates
	-16,67%
	-16,67%
	81,09
	79,72
	N.E.
	N.E.



	Table A6-122: Environmental Impacts and Revenue Changes in Slovakia – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,22
	0,15
	0,8%
	0,6%

	SO2
	-8,11%
	-8,11%
	1,03
	0,54
	3,9%
	2,1%

	PM2.5
	-7,39%
	-7,39%
	0,21
	0,16
	0,8%
	0,6%

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Fertilizers
	-3,00%
	-3,00%
	1,34
	1,39
	5,1%
	5,3%

	Pesticides
	n/a
	n/a
	4,16
	4,13
	15,7%
	15,6%

	Waste Incineration
	-8,31%
	-8,31%
	0,03
	0,02
	0,1%
	0,1%

	Waste to Landfill
	-15,16%
	-15,16%
	18,44
	15,85
	69,7%
	59,9%

	Water Effluent
	0,27%
	0,27%
	-3,36
	-3,31
	-12,7%
	-12,5%

	Minerals & Aggregates
	-5,02%
	-5,02%
	26,88
	26,42
	N.E.
	N.E.



The greatest environmental benefits are projected in waste management. Slovakia continues to rely heavily on landfilling, with rates well above the EU average despite recent improvements. The modelling suggests that raising landfill charges to the benchmark level (€65 per tonne) could reduce disposal volumes by around 30 per cent by 2030. This would align with the country’s circular economy targets and help achieve compliance with EU waste directives. To prevent unintended diversion towards incineration, a moderate incineration tax (€15 per tonne) could be introduced concurrently. Both measures would encourage investment in separate collection, sorting and recycling infrastructure, areas that remain underdeveloped in several regions.
In the water sector, Slovakia applies abstraction and discharge fees, but these are generally low and not sufficiently differentiated by use or region. The modelling indicates that introducing benchmark-level wastewater and water abstraction taxes could reduce organic pollutant loads (BOD₅) by about 15 per cent and abstraction volumes by 10 per cent, while raising significant additional revenues, more than half of the total from new environmental taxes. These measures would strengthen the implementation of the Water Framework Directive’s cost-recovery and “polluter pays” principles, especially in industrial and agricultural water use. Phased increases, accompanied by investments in water efficiency and treatment technologies, would ensure both environmental and economic feasibility.
In agriculture, Slovakia has scope to reduce diffuse pollution through fertiliser and pesticide taxes. The modelling suggests that a nitrogen-based fertiliser tax (€0.30 per kilogram of N) and a pesticide tax (€5 per kilogram of active ingredient, differentiated by toxicity) could reduce use by around 10–12 per cent, lowering nutrient runoff and improving water quality. To protect farmers and maintain competitiveness, these taxes should be phased in gradually and combined with support measures such as subsidies for precision farming, soil testing, and integrated pest management.
The mineral extraction sector represents another area with considerable potential. Slovakia’s extraction of aggregates, limestone, and gypsum remains intensive, and current levies are far below the benchmark rate. Introducing a mineral extraction tax (€3.12 per tonne) would reduce extraction by approximately 17 per cent and raise around €250 million annually. This would stimulate the use of recycled aggregates, contributing to circular economy objectives while ensuring that extraction activities internalise their environmental costs.
The fiscal impacts of such reforms would be significant. Water-related instruments would account for roughly 50 per cent of new revenues, followed by waste and resource-use taxes. These revenues could be reinvested to modernise waste and wastewater treatment facilities, support circular economy projects, and reduce distortionary labour taxes. Transparent earmarking and reporting would enhance public confidence and ensure that environmental and fiscal objectives reinforce one another.
From an administrative perspective, Slovakia has a solid institutional foundation for environmental taxation. Existing mechanisms for collecting water and waste fees, managed by the Slovak Environmental Inspectorate and regional authorities, could be expanded to accommodate new instruments. However, improvements in data collection and monitoring, particularly for smaller dischargers, abstractions, and agricultural sources, would be necessary. The government’s ongoing digitalisation of environmental reporting provides a strong basis for scaling up administration and compliance monitoring.
Distributional and competitiveness impacts would be moderate overall. Higher landfill and water treatment costs could increase tariffs for municipalities and households, but these effects can be mitigated through phased implementation and targeted support for low-income households. For agriculture and small businesses, transitional investment aid and access to green financing would help offset the initial cost burden. For industry, particularly construction materials and manufacturing, competitiveness concerns could be addressed through incentives for resource efficiency, recycled content, and cleaner production technologies.
Political feasibility will depend on clear communication and stakeholder engagement. Past experience in Slovakia shows that the effectiveness of environmental charges is strongly linked to transparency and to the visible reinvestment of revenues. As the OECD notes, “public acceptability of environmentally related taxes increases when people understand the purpose of the tax and when revenues are used in ways that are seen as fair and environmentally effective.”[footnoteRef:762] Framing new or adjusted taxes as instruments to improve local waste management, water quality and air-pollution control can therefore play an important role in building political and public support. [762:  	OECD (2019). Taxing Energy Use 2019. Available at: https://www.oecd.org/en/publications/taxing-energy-use-2019_058ca239-en.html ] 

Political feasibility will depend on clear communication and stakeholder engagement. Past experience in Slovakia shows that the success of environmental charges depends heavily on transparency and visible reinvestment of revenues. Framing new or increased taxes as tools to improve local waste management, water quality, and air pollution control will be essential to gaining public and political acceptance.
In summary, Slovakia has strong potential to expand environmental taxation in ways that deliver measurable environmental gains and fiscal benefits. The most promising measures include strengthening landfill and wastewater charges, introducing fertiliser and pesticide taxes, and reforming mineral extraction fees. A phased, revenue-neutral approach—combining predictable rate increases, visible reinvestment, and targeted social and competitiveness safeguards—would allow Slovakia to advance its circular economy and sustainability goals while maintaining public trust and economic stability.
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[bookmark: _Toc214008949]Overview of existing environmental taxes in Slovenia
Environmental taxes in Slovenia amounted to 2.8% of GDP in 2023, above the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has declined. Total environmental tax revenue reached EUR 1.63 billion in 2023 (Figure A6-69), representing a 31.5% increase since 2009[footnoteRef:763]. Over the same period, however, the ratio of environmental taxes to GDP fell from 3.5% in 2009 to 2.8% in 2023. [763:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 31.2%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201234930]Figure A6-69: Total environmental tax revenue in Slovenia (2009-2023) in million euros - Note: pollution and resource taxes in 2023 were estimated as the weighted average of past years 



Figure A6-70 shows the percentage change in absolute terms for GDP and environmental taxes in terms of revenue (blue column) as well as the percentage change in the GDP-ratio between the years 2009-2023 (yellow column). Between the years 2009-2023, revenue for total environmental taxes increased by nearly a third, which was driven by increases in energy tax, transport and resource taxes. Meanwhile, revenue received from pollution taxes declined by nearly a quarter between the years 2009-2023. In terms of the percentage change in the GDP-ratio, all environmental taxes registered a decline between the years 2009-2023, with pollution tax decreasing by over 50%. 
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	[bookmark: _Ref201230941]Figure A6-70: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Toc214008950]Existing pollution and resource taxes
In 2022, pollution and resource tax revenues reached respectively 22.8 and 29.4 million euros. The projected values for 2023 are 24.71 and 24.98 million euros respectively. These amount to a decrease in pollution tax revenues in absolute terms of 33.3% and a 0% change in resource tax revenues over 15 years (2009-2023). However, in terms of GDP-ratios, pollution taxes decreased by 54% while resource taxes decreased by 29.1% (Figure A6-70). In 2023, pollution and resource tax revenues each accounted for — respectively — 1.2% of the total environmental tax revenues. In 2022, 93% of pollution tax revenues were paid by households and 7% by economic activities[footnoteRef:764]. Meanwhile, economic activities made up 100% of resource tax revenue[footnoteRef:765]. [764:  	[env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)]  [765:  	[env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)] 
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	Figure A6-71: Resource and pollution tax revenues in Slovenia (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 



List of pollution and resource taxes and revenue shares
 through  indicates the taxes that are from the National Tax List[footnoteRef:766] reported by Eurostat.  shows the breakdown of taxes on waste pollution taken from the PINE database[footnoteRef:767]. Meanwhile,  indicates those taxes that weren’t in the National Tax List but in other sources including the PINE database.  [766:  	National_tax_lists_2023_2025-04-25.xlsx]  [767:  	Policy Instruments for the Environment (PINE) Database | OECD] 

	Table A6-123:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Taxes on waste pollution
	29.6
	2.0
	
100%

	Environmental tax for environmental pollution due to wastewater discharge (special water tax)
	386.8
	25.8
	



100%



	Table A6-124: Taxes on waste pollution by sub-group 

	Tax Name
	Annual revenue (€ million) in 2023[footnoteRef:768] [768:  	data.europa.eu] 


	Tax on waste electrical and electronic equipment
	0.6

	Tax on packaging waste
	0.8

	Tax on waste pneumatic tyres
	0.2



	Table A6-125:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Charges on use of water
	425.9
	28.4
	100%



	[bookmark: _Hlk197439148]Table A6-126: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Tax category
	Annual revenue
(€ million) in 2023[footnoteRef:769] [769:  	data.europa.eu] 


	Tax on volatile organic compounds
	Pollution tax
	0.07



An environmental tax for environmental pollution due to wastewater discharge[footnoteRef:770] currently applies in Slovenia and has been in place since 1996. Anyone who pollutes the environment by discharging wastewater in the course of their activity is liable for the payment of an environmental levy[footnoteRef:771]. The levy comes under two types of legislation including: [770:  	Okoljska dajatev za onesnaževanje okolja zaradi odvajanja odpadnih voda.]  [771:  	Environmental levy on pollution resulting from discharges of industrial wastewater | GOV.SI] 

The regulation on an environmental levy on pollution cause by discharges of wastewater[footnoteRef:772] [772:  	Regulation on the environmental levy on pollution from wastewater discharges (PISRS)] 

Regulations on the first measurements and operational monitoring of wastewater[footnoteRef:773] [773:  	Ordinance on First Measurements and Operational Monitoring of Wastewater (PISRS)] 

The types of pollution for which an environmental charge is payable includes industrial and urban wastewater. No environmental charge shall be payable for pollution resulting from certain discharges. First, no charge shall apply to discharges of wastewater where the regulation governing the emission of the substances and heat during the discharge of wastewater into waters and public sewage does not apply to the management of that wastewater.
Second, no charge shall apply to urban wastewater generated on an agricultural holding and collected in a non-flowing septic tank, provided that it is used as fertiliser in accordance with the regulation on the use of sludge from urban wastewater treatment plants in agriculture. In such cases, the owner of the facility must also submit a written statement to the payer of the environmental duty, in line with the regulation on the discharge and treatment of urban wastewater. 
Third, no charge shall apply to urban wastewater generated in a one-dwelling or multi-dwelling that has no registered residents, where the consumption of drinking water is not measured by abstraction from the drinking water supply system, and where no economic activity takes place in the building[footnoteRef:774].  [774:  	Regulation on the environmental levy on pollution from wastewater discharges (PISRS)] 

The basis of calculating the environmental tax is the sum of the unit of “environmental burden” achieved by direct or indirect discharge of wastewater or discharge of wastewater into water bodies through public sewers. The current amount of the environmental tax on environmental protection due to wastewater discharge is €26,4165 per pollution unit. It’s unclear from the source what is meant by a unit of environmental burden or how it is calculated. Therefore, we have contracted the General Finance office for more information [awaiting response][footnoteRef:775].  The amount of the environmental tax on environmental protection due to wastewater discharge is determined by the Government of the Republic of Slovenia[footnoteRef:776].  [775:  	Contacts | FINANCIAL ADMINISTRATION OF THE REPUBLIC OF SLOVENIA]  [776:  	Okoljska_dajatev_za_onesnazevanje_okolja_zaradi_odvajanja_odpadnih_voda.doc] 

On the basis of the Report on Operational Monitoring of Wastewater[footnoteRef:777] for the previous year, taxpayers must prepare a three-month statement of the environmental tax for industrial wastewater discharge and submit it to the locally competent financial authority via the e-TROD information system on the form published on the website of the Financial Administration: [777:  	Report on Operational Monitoring of Wastewater for Industrial Installations | GOV.SI] 

For the first trimester, by 25 April of the current year at the latest,
For the second trimester, not later than 25 July of the current year,
For the third trimester, no later than 25 October of the current year, and
For the fourth trimester, not later than 25 January of the previous year.
According to information from the ‘Directive on Drinking, Bathing and Urban Wastewater’[footnoteRef:778], 62.9% of the urban wastewater in Slovenia is treated according to the requirements of the Urban Waste Water Treatment Directive (UWWTD) and this is below the EU average of 75.9% suggesting that the tax is not as effective as it could be. In terms of investment for collecting and treating urban wastewater, Slovenia is below the EU average of (€43 compared to €49 per citizen every year). However, between the years 2016 and 2020, Slovenia has got closer to the target for: [778:  https://circabc.europa.eu/ui/group/65764c73-4A67-45dc-8199-473014cf65bf/library/afe3a4d6-ca49-4ac0-be15-688fb4fbf5a9/details

] 

collection of urban wastewater
for biological treatment of urban wastewater
for biological treatment of urban wastewater with nitrogen and phosphorus removal. 

There are multiple taxes on waste pollution in Slovenia. These are described below. 

Waste disposal[footnoteRef:779]. Based on the regulation on environmental tax for pollution caused by the disposal of waste in landfills[footnoteRef:780], which entered into force on 22 February 2014, an environmental levy is paid for pollution resulting from waste disposal in landfills for inert waste, non-hazardous waste, or hazardous waste[footnoteRef:781]. This tax is payable for waste deposited in both industrial landfills (with the state as the tax recipient) and public dumping grounds (with local communities as the tax recipients). The environmental tax is not paid for waste used to cover a landfill in accordance with the Regulation on Landfills.  [779:  	(Odlaganje odpadkov).]  [780:  	https://pisrs.si/pregledPredpisa?id=URED6555]  [781:  	Environmental charges | FINANCIAL ADMINISTRATION OF THE REPUBLIC OF SLOVENIA] 

The basis for calculating the environmental tax is the environmental burden unit, which is equal to one kilogram of waste deposited at the landfill. The number of environmental burden units per kilogram of each type of deposited waste is: 
· 1 unit of environmental impact per kilogram of inert waste,
· 5 environmental load units per kilogram of non-hazardous waste
· 10 environmental load units per kilogram of hazardous waste 
The amount of the environmental tax per unit of environmental burden is determined by the Government of the Republic of Slovenia by a decision published in the Official Gazette of the Republic of Slovenia. Until the publication of the decision, the amount of the environmental tax per unit of burden is €0.0022[footnoteRef:782][footnoteRef:783]. [782:  	Environmental_taxes.docx]  [783:  	Environmental charges | FINANCIAL ADMINISTRATION OF THE REPUBLIC OF SLOVENIA] 

The tax on waste from electrical and electronic equipment from households[footnoteRef:784] has been in force since 2006 and has been revised a couple of times - once in 2008, due to the expansion of the definition of electrical equipment to include accumulators and batteries, and again in 2022, following the decree on the environmental tax on the generation of waste electrical and electronic equipment and waste portable batteries and accumulators. The list of Electrical and Electronic Equipment (EEE) contains approximately 511 tariff codes, including items such as portable batteries and accumulators. These are categorised into seven different pollution units. The tax bases are an annual fee of €33.38 and an environmental pollution unit charge of €0.0083. The number of load units for EEE classes and portable batteries and accumulators are determined in annex 2[footnoteRef:785] in the regulation on the environmental liabilities for environmental pollution due to waste generation electrical and electronic equipment and water portable batteries and batteries.  [784:  	Odpadna električna in elektronska oprema iz gospodinjstev.]  [785:  	Regulation on an environmental levy on pollution from waste electrical and electronic equipment and waste portable batteries and accumulators (PISRS)] 

Taxpayers are producers and acquirers (including importers) of EEE. However, producers and acquirers are exempt if their annual EEE amount is less than 1,500 kg, provided they use the EEE as end-users for purposes other than manufacturing, repairing, or maintaining any equipment containing EEE. A person who exports EEE, on which environmental tax has already been paid, to another EU Member State or outside the EU territory is entitled to a refund[footnoteRef:786].  [786:  	Ibid] 

A producer of EEE is a legal person or a self-employed person, who:
Regardless of the sales method used, including online sales, and in accordance with consumer protection regulations:
Is established in the Republic of Slovenia (RS) and produces EEE under their own name or trademark or has designed or manufactured EEE and subsequently markets it under their own name or trademark within the RS.
Is established in the RS and sells EEE manufactured by other suppliers under their own name or trademark within the RS. A reseller is not considered a producer if the producer’s trademark, as defined in the previous point, is visible on the EEE.
Is established in the RS and, in the course of business, places EEE from a third country or another EU Member State on the market in the RS; or
acquires EEE in another EU Member State and introduces it into the territory of the RS or imports it from third countries and uses it as an end-user for the purpose of conducting their activities.

A company established in another EU Member State, that sells EEE to end-users in the RS via the Internet, must designate a legal person or a self-employed person established in the RS as its authorized representative, to fulfil its obligations as an EEE producer. This representative is contractually authorized to fulfil the company’s obligations as an EEE producer.

A legal person or a self-employed person that is chosen by the company is defined in Article 18 of the Waste Electrical and Electronic Equipment Regulation (WEEE Regulation, Official Journal of the Republic of Slovenia, No. 55/15, 47/16, 72/18, 84/18 - ZIURKOE, 108/20 and 44/22 - ZVO-2). An authorized representative is therefore a person established in the Republic of Slovenia who has been authorized by an EEE producer not established in the Republic of Slovenia to fulfil his obligations. The obligations towards the Financial Administration of the Republic of Slovenia which the authorized representative performs on behalf of the foreign producer refer to the provisions of the Regulation on the environmental charge for environmental pollution caused by waste electrical and electronic equipment and waste portable batteries and accumulators (Official Journal of the Republic of Slovenia, No 84/18 and 44/22 - ZVO-2)[footnoteRef:787]. [787:  	Environmental_taxes.docx] 


The tax on waste from pneumatic tyres[footnoteRef:788] has been in force since 2006 and was revised in 2022 due to the regulation on environmental tax on the generation of waste pneumatic tyres coming into force[footnoteRef:789]. The basis for calculating the environmental tax includes:  [788:  	Izrabljene gume.]  [789:  	Uredba o okoljski dajatvi zaradi onesnaževanja okolja zaradi nastajanja izrabljenih gum (PISRS)] 

· An annual fee for maintaining records of persons liable to pay the environmental tax (hereinafter referred to as the “the fee”) amounting to €33.38 per year. An instalment of the annual fee, in the amount of €8.35, is included in each invoice.
· A unit of environmental burden resulting from the generation of used tires (hereinafter referred to as “unit of burden”), based on the mass of 1 kg of tires. The amount per unit of burden is €0.0054. 
The load unit is equal to the environmental load caused by a mass of 1kg of tires used for passenger motor vehicles. The number of load units for each type of tire or tire product is specified in Annex 1[footnoteRef:790] of the regulation, which is an integral part of the regulation.  [790:  	IG_priloga_1.doc] 

The amount of the environmental tax for compensation and for the unit of burden is determined by the Government of the Republic of Slovenia with a resolution published in the Official Gazette of the Republic of Slovenia[footnoteRef:791].  [791:  	Environmental charges | FINANCIAL ADMINISTRATION OF THE REPUBLIC OF SLOVENIA] 

Taxpayers are producers, acquirers (including importers) of tyres and producers of retreaded tyres. A legal entity or sole proprietor who exports tyres or retreaded tyres, for which the environmental duty has been paid, to another EU Member State is entitled to a refund of the environmental duty paid, based on the total number of load units. This also applies to anyone who exports such tyres to other EU countries[footnoteRef:792].  [792:  	Ibid] 

The tax on packaging waste[footnoteRef:793] has been in force since 2006 and the tax is payable for all kinds of packing materials and for grave candles. The basis for calculating the environmental tax includes: [793:  	Odpadna embalaža.] 

· An annual fee for maintaining records of persons liable to pay for environmental tax (hereinafter referred to as: fee), which amounts to €33.38 (a three-month fee instalment of €8.35 is calculated on each billing form); and
· Unit of environmental burden due to the generation of packaging waste. The environmental burden units are specified in Annex 1 of the Packaging and Packaging Waste Directive[footnoteRef:794]. The amount paid per environmental unit is €0.0017[footnoteRef:795].  [794:  	Directive - 94/62 - EN - EUR-Lex]  [795:  	Environmental charges | FINANCIAL ADMINISTRATION OF THE REPUBLIC OF SLOVENIA] 

Taxpayers are packers, acquirers (including importers) of packaged goods, and producers and acquirers of packaging not intended for packaging items (i.e., items that are designed and intended to be filled at the point of sale)[footnoteRef:796]. A packer or acquirer of packaged goods is not considered a taxpayer if the annual amount of packaging placed on the market in Slovenia or used by the entity itself does not exceed 15,000kg, except when the packaging is made of polyvinyl chloride, used for grave candles, or consists of carrier plastic bags.  [796:  	Policy Instruments for the Environment (PINE) Database | OECD] 

Refunds are available for packaging for which the tax has been paid if taken out of Slovenia or exported. 
Despite having multiple waste taxes, waste generation in Slovenia has increased over the last 12 years[footnoteRef:797]. More information on the effectiveness of the waste tax can be found in the conclusions section.   [797:  	https://www.eea.europa.eu/en/topics/in-depth/waste-and-recycling/municipal-and-packaging-waste-management-country-profiles-2025/si-municipal-waste-factsheet.pdf/@@download/file] 

Charges on use of water[footnoteRef:798] have been in force since 1993 and is a tax on the amount of water consumed[footnoteRef:799]. Persons liable for the payment of water reimbursement are the holders of a water right granted by a water permit or concession. Only those taxpayers whose basis for accounting is the amount of water and debris taken from water sources, expressed in m3[footnoteRef:800], are obliged to submit the return. Charges differ from municipality to municipality depending on different factors (level of service provided and costs associated with providing service, population distribution and density, etc.)[footnoteRef:801]. [798:  	Vodna povračila.]  [799:  	Policy Instruments for the Environment (PINE) Database | OECD]  [800:  	Ibid]  [801:  	Water levies | GOV.SI] 

The tax on volatile organic compounds[footnoteRef:802] has been in place since 2007. The tax is payable on all water-based or solvent coatings, with the exception of aerosols (e.g. sprays), and on vehicle refinishing products listed in tables A and B of Annex I[footnoteRef:803].  The basis for calculating the tax is the annual compensation for keeping records of producers and purchases of products containing organic solvents and the unit of load of the air with emissions of volatile organic compounds. An environmental unit is equal to the emission of 0.1 kg of volatile organic compounds contained in a product with organic solvents. The number of load units per 100g of volatile organic compounds in the product is specified for individual categories and products with organic solvents in Tables A and B Annex 1 of the Regulation[footnoteRef:804]. Bases for charging tax are annual compensation (€400 euros per year) and environmental pollution unit (€0.001 euros). Taxpayers are producers and acquirers from EU countries or from third countries if their annual quantity of acquired or produced above mentioned products exceeds 150 kg[footnoteRef:805]. Refunds are available for volatile organic compounds for which the tax has been paid if taken out of Slovenia or exported[footnoteRef:806].  [802:  	Okoljska dajatev za hlapne organske spojine.]  [803:  	RS_-2007-122-06166-OB~P001-0000.PDF]  [804:  	Ibid]  [805:  	Environmental_taxes.docx]  [806:  	Policy Instruments for the Environment (PINE) Database | OECD] 

As of 2025, Slovenia’s Paint, Coatings & Printing Ink Manufacturing industry is valued at approximately €409.3 million. The sector has experienced a decline over the past five years, with a compound annual growth rate of -2.1% from 2019 to 2024[footnoteRef:807]. This suggests that the tax has been effective in reducing the use of paints and varnishes. [807:  	Paint, Coatings & Printing Ink Manufacturing in Slovenia - Market Research Report (2014-2029)] 

Fees and other related instruments 
[bookmark: _Hlk197010490]In Slovenia, there are several fees or charges that aren’t classed as taxes according to the PINE database[footnoteRef:808]. Note, PINE define fees as compulsory requited payments to the government that are levied more-or-less in proportion to the services provided. In this database, the terms “fees” and “charges” are used interchangeably. The main difference between taxes and fees/charges is the type of beneficiary: fees are paid for government services directed at a specific beneficiary, while taxes are used to raise revenue to fund government expenditure. These include:  [808:  	Policy Instruments for the Environment (PINE) Database | OECD] 

· Water abstraction charge which was implemented in 1993
· Waste user charge which was implemented in 1993
· Wastewater collection and treatment charge implemented in 1993
· Payment for water rights implemented in 2002
· Fee for activities related to hazardous substances implemented in 1999.
Conclusions, country-specific recommendations and reform progress
The taxation system in Slovenia is centralised, with the Ministry of Finance responsible for determining tax policy and setting tax rate. The Financial Administration of the Republic of Slovenia is in charge of implementing tax legislation and collecting taxes from individuals and businesses[footnoteRef:809]. [809:  	Environmental_taxes.docx] 

Slovenia has implemented specific pollution taxes for different kinds of waste streams, rather than having a generic landfill tax as observed in certain other EU members. These waste streams include tyres, packaging materials, electronic waste, etc (see ). Despite having multiple waste taxes, waste generation in Slovenia has increased over the last 12 years[footnoteRef:810]. According to a report published in March 2025 by the European Environment Agency[footnoteRef:811], the rise in waste generated is primarily driven by specific waste categories - namely soils and mineral waste from construction and demolition (which are classified as major mineral wastes). The Commission’s Environmental Implementation Review 2022 (EIR)[footnoteRef:812] recommended the introduction and implementation of new policies to promote waste prevention, make reuse and recycling more economically attractive, and close and rehabilitate illegal landfills. The Court of Justice has delivered a judgement on 8 May 2025 issuing a fine of 1.2 million € to Slovenia for delaying the rehabilitation of an illegal landfill in Bukovžlak[footnoteRef:813].  [810:  	https://www.eea.europa.eu/en/topics/in-depth/waste-and-recycling/municipal-and-packaging-waste-management-country-profiles-2025/si-municipal-waste-factsheet.pdf/@@download/file]  [811:  	Ibid]  [812:  	EUR-Lex - 52022SC0273 - EN - EUR-Lex]  [813:  https://curia.europa.eu/juris/document/document.jsf?text=&docid=299095&pageIndex=0&doclang=fr&mode=lst&dir=&occ=first&part=1&cid=241359 ] 

According to the latest country specific recommendation report[footnoteRef:814], there is potential to strengthen the application of the ‘polluter pays’ principle. Slovenia has implemented three of the six main types of pollution and resource taxes (i.e. taxes on waste landfilling, waste loadings to water and plastic products). There could be scope to expand waste disposal taxes (including on incineration) and to implement the three other types of environmental taxes (i.e. taxes on NOx emissions, pesticides and fertilisers).  [814:  	2025 European Semester: Country Reports - European Commission ] 

[bookmark: _Toc214008951]Potential for implementing additional environmental taxes
Slovenia already has a relatively well-developed system of environmental charges, including taxes on air pollution, wastewater discharges, and waste management. These instruments have contributed to improving air and water quality and reducing landfilling rates. However, the fiscal and environmental potential of non-energy environmental taxes remains only partly realised. Hogg et al. (2016) identified several areas in which Slovenia could extend or strengthen its environmental tax base, and many of these recommendations remain relevant today.
A first area of potential is waste management and circular economy development. While Slovenia applies landfill and incineration charges, these remain below the benchmark rates needed to achieve full cost internalisation and waste diversion targets. Increasing the landfill tax towards €65 per tonne, in combination with a moderate incineration tax of €15 per tonne, would provide stronger incentives for waste prevention, sorting, and recycling. The resulting revenues could be earmarked for investments in high-quality recycling infrastructure and regional waste treatment facilities. In addition, the European Commission’s report[footnoteRef:815] on Slovenia identifies the introduction of a mandatory deposit-refund scheme for packaging as a further opportunity. Such a system would boost reuse and substantially improve the capture of recyclable waste [815:  	European Commission (2025). EU waste recycling targets: Slovenia. Available at: https://op.europa.eu/en/publication-detail/-/publication/6fb6025f-0350-11ee-87ec-01aa75ed71a1/language-en] 

The water sector offers another important opportunity. Slovenia’s current system of water abstraction and wastewater charges is relatively comprehensive, yet the rates are modest compared to the environmental costs they are intended to recover. Hogg et al. (2016) recommended aligning these with benchmark levels — €300 per 1,000 m³ for household use, €190 per 1,000 m³ for industrial use, and €26 per 1,000 m³ for agriculture — and introducing a wastewater tax of around €2.70 per kilogram of biochemical oxygen demand (BOD₅). Such reforms would encourage efficient water use, strengthen compliance with the Water Framework Directive, and provide a more robust funding base for wastewater infrastructure upgrades, especially in smaller municipalities.
In agriculture, diffuse pollution remains a concern, particularly nitrate and pesticide runoff affecting groundwater and river basins in eastern Slovenia. The introduction of fertiliser and pesticide taxes would directly address this issue. A nitrogen-based fertiliser tax of €0.30 per kilogram and a pesticide tax of €5 per kilogram of active ingredient, adjusted for toxicity, would reduce nutrient and chemical use and promote more sustainable farming practices. To ensure fairness and maintain competitiveness, these measures could be phased in gradually and complemented by advisory services, training, and financial incentives for precision agriculture and integrated pest management.
Slovenia also has potential to expand resource-use taxation, particularly through a mineral extraction tax. The extraction of aggregates and limestone continues to exert environmental pressure in certain regions. A tax of €3.12 per tonne, as proposed in Hogg et al. (2016), would help internalise the costs of land and ecosystem disturbance while encouraging the use of recycled aggregates. This measure would also bring Slovenia’s approach in line with neighbouring Member States, improving the consistency of market conditions across borders.
Finally, although Slovenia’s air-pollution charges are already in place, there is scope for further differentiation and rate adjustment to strengthen incentives for emission reductions. Hogg et al. (2016) suggested benchmark rates of €1,000 per tonne for nitrogen oxides (NOx) and sulphur oxides (SOx), and €2,000 per tonne for particulate matter (PM₁₀). Updating these rates and extending coverage to smaller emitters could help further improve air quality, particularly in urban and industrial areas that still face challenges with particulate pollution.
Overall, Slovenia’s potential for implementing additional environmental taxes lies not in the creation of entirely new instruments but in adjusting existing taxes and broadening their scope. Strengthening landfill, wastewater, and abstraction charges; introducing fertiliser and pesticide taxes; and aligning mineral extraction and air pollution rates with environmental benchmarks would yield measurable benefits. The institutional framework for such reforms is already in place, supported by strong monitoring capacity and public awareness of environmental issues. A well-sequenced package of tax adjustments, coupled with clear revenue recycling and communication of environmental gains, would enable Slovenia to enhance both its fiscal sustainability and its environmental performance.
[bookmark: _Toc214008952]Impacts of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Slovenia has made considerable progress in environmental taxation, with established instruments for air pollution, wastewater, and waste management. However, several opportunities remain to strengthen the scope and effectiveness of these instruments. The modelling results show that Slovenia has a moderate but still significant potential to expand environmental taxation, particularly in waste management, water pollution control, and agriculture. Under Scenario A, total additional revenues could reach around €420 million by 2030, while under Scenario B, fiscal gains would remain positive though more modest. The largest impacts would come from landfill, wastewater, and mineral extraction taxes, with meaningful environmental benefits across multiple categories.
Total revenues from the investigated taxes could rise by €140 million in 2030 and €135 million in 2035, which is around 2.5 times the revenues for pollution and resource taxes in 2023.  There are major gains from minerals aggregates and water effluent, followed by water abstraction. Waste to landfill contributes around €4 million in 2030 but this declines to under €3 million in 2035.  Pesticide and fertilizer taxes make a small contribution. Reductions in emissions or materials are notable for waste to landfill, SO2 emissions, pesticides and water effluent. Waste to landfill falls by 44%, water effluent by 27% and water abstraction by 15%, Pesticide use declines by 33%, and fertilizer use by 24%.  Mineral extraction falls by 17%.
	Table A6-127: Environmental Impacts and Revenue Changes in Slovenia – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	0,23
	0,22
	0,97%
	0,91%

	SO2
	-32,43%
	-32,43%
	1,31
	0,86
	5,45%
	3,57%

	PM2.5
	-29,58%
	-29,58%
	1,71
	1,72
	7,13%
	7,15%

	Water Abstraction
	-14,60%
	-14,60%
	23,29
	22,31
	42,64%
	40,85%

	Fertilizers
	-23,96%
	-23,96%
	1,73
	1,65
	7,21%
	6,89%

	Pesticides
	n/a
	n/a
	4,16
	4,11
	17,33%
	17,16%

	Waste Incineration
	-20,00%
	-20,00%
	0,36
	0,26
	1,48%
	1,10%

	Waste to Landfill
	-44,36%
	-44,36%
	4,30
	2,82
	17,92%
	11,75%

	Water Effluent
	-14,54%
	-14,54%
	67,42
	67,26
	281,15%
	280,47%

	Minerals & Aggregates
	-16,67%
	-16,67%
	41,75
	40,48
	136,30%
	132,16%



	Table A6-128: Environmental Impacts and Revenue Changes in Slovenia – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	0,08
	0,07
	0,3%
	0,3%

	SO2
	-8,11%
	-8,11%
	0,44
	0,29
	1,9%
	1,2%

	PM2.5
	-7,39%
	-7,39%
	0,56
	0,56
	2,3%
	2,4%

	Water Abstraction
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Fertilizers
	-5,99%
	-5,99%
	0,53
	0,51
	2,2%
	2,1%

	Pesticides
	n/a
	n/a
	2,25
	2,23
	9,4%
	9,3%

	Waste Incineration
	-8,31%
	-8,31%
	0,17
	0,13
	0,7%
	0,5%

	Waste to Landfill
	-32,50%
	-32,50%
	2,29
	1,50
	9,6%
	6,3%

	Water Effluent
	-10,41%
	-10,41%
	36,57
	36,48
	152,5%
	152,1%

	Minerals & Aggregates
	-5,02%
	-5,02%
	14,34
	13,90
	46,8%
	45,4%



The strongest environmental gains are projected in waste management, where a higher landfill tax could play a central role. Slovenia already applies one of the higher landfill tax rates in the region, yet further increases to the benchmark rate (€65 per tonne) could reduce disposal volumes by around 20 per cent and drive further improvements in recycling and recovery rates. The modelling indicates that even a moderate increase would strengthen incentives for municipalities and businesses to invest in separate collection and sorting facilities. Introducing a modest incineration tax (€15 per tonne) could also help prevent substitution away from landfill towards incineration and ensure adherence to the waste hierarchy.
In the water sector, Slovenia applies well-developed systems for wastewater and abstraction charges, but the rates remain below benchmark levels. Applying the recommended wastewater effluent tax, set at €2.70 per kilogram of BOD₅ and adjusted for local pollutant loads, would reduce organic pollution by approximately 10–12 per cent and raise additional revenues. This would improve cost recovery in wastewater management and strengthen compliance with the Water Framework Directive. Similarly, a water abstraction tax, differentiated by sector and catchment area, could promote water-use efficiency, particularly in regions where industrial and agricultural withdrawals put local water bodies under pressure.
In agriculture, diffuse pollution from nutrient and pesticide use continues to affect water quality, especially in the Drava and Mura basins. Introducing product-based taxes on fertilisers and pesticides would help internalise the environmental costs of nutrient leaching and chemical runoff. The modelling suggests that a nitrogen-based fertiliser tax (€0.30 per kilogram of N) and a pesticide tax (€5 per kilogram of active ingredient, adjusted by toxicity) could reduce usage by around 8–10 per cent, lowering nitrate and pesticide concentrations in surface and groundwater. To maintain competitiveness and ensure smooth adoption, the taxes could be phased in gradually and complemented by advisory support and co-financing for precision agriculture and integrated pest management.
A mineral extraction tax could also provide fiscal and environmental benefits. Slovenia’s quarrying sector is relatively small but locally significant, with extraction concentrated in certain limestone and gravel sites. Introducing a tax at the benchmark level (€3.12 per tonne) could reduce primary extraction by around 10–12 per cent and encourage greater uptake of recycled aggregates. Revenues could be earmarked for regional environmental restoration projects and for investments supporting circular economy initiatives in construction.
From a fiscal perspective, the new and strengthened taxes would generate moderate but meaningful revenues. Water-related taxes (abstraction and wastewater) would account for roughly half of the total, followed by waste management and product-based instruments. The new revenues could be recycled into reducing labour taxes or used to co-finance investments in waste treatment, water infrastructure, and rural environmental programmes. Transparent earmarking and annual reporting of outcomes would be essential to maintain public and political support.
The administrative feasibility of these measures is high. Slovenia already possesses a mature institutional framework for environmental taxation, supported by strong data collection, monitoring and enforcement systems managed by the Slovenian Environment Agency (ARSO). Existing infrastructure for billing and compliance could be leveraged for most new instruments, while digitalisation efforts under the national environment initiative further reduce administrative burdens. The main challenges concern coordination between national and municipal authorities, particularly for waste-related charges, and ensuring that rate adjustments are accompanied by adequate investment in capacity and infrastructure.
Distributional and competitiveness effects are expected to be limited overall but should be managed carefully. For households, higher landfill and wastewater charges could slightly increase utility bills, but phased implementation and targeted support for low-income groups would help maintain affordability. For agriculture, transitional measures—such as subsidies for efficient fertiliser application and pest management tools—would minimise cost impacts while reinforcing environmental outcomes. For industry, especially the construction and materials sector, incremental changes in extraction charges can be offset by promoting recycled materials and public procurement preferences for secondary aggregates.
Politically, Slovenia’s track record of implementing environmental charges successfully suggests that further reforms are feasible if well communicated and framed as part of the country’s broader green transition strategy. Public acceptance would be strengthened by clear evidence of reinvestment in visible local improvements: cleaner rivers, modernised waste infrastructure, or improved environmental monitoring.
In summary, Slovenia has the administrative capacity and policy maturity to deepen its use of environmental taxation. Priority areas include raising landfill and wastewater rates to benchmark levels, introducing fertiliser and pesticide taxes, and calibrating water abstraction and mineral extraction charges. With gradual implementation, transparent revenue recycling, and targeted support for vulnerable groups and key sectors, Slovenia can achieve measurable environmental gains and reinforce its commitment to sustainable growth and circular economy objectives.
[bookmark: _Toc214008953]Spain 
[bookmark: _Toc214008954]Overview of existing environmental taxes 
Environmental taxes in Spain amounted to 1.6% of GDP in 2023, below the EU average. While revenues have increased in absolute terms over the past 15 years, their relative weight in the economy has remained broadly stable. Total environmental tax revenue reached EUR 24.64 billion in real terms in 2023 (Figure A6-72), representing a 42.1% increase since 2009[footnoteRef:816]. Over the same period, however, the ratio of environmental taxes to GDP rose only modestly, by 1.8% (Figure A6-73). In 2023, revenues were mainly derived from energy and transport taxes (around 78.6% and 12.7%, respectively), while resource and pollution taxes contributed 1.7% and 6.9% respectively. [816:  The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 42.1%    increase refers to growth in constant prices over 2009–2023.] 
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	[bookmark: _Ref201230775]Figure A6-72: Total environmental tax revenue in Spain (2009-2023) in billion euros


In 2023, total tax revenue (including net social contributions) accounted for 36.8% of Spain’s GDP, an increase of 6.4 percentage points compared with 30.4% in 2009. Environmental taxes represented 4.5% of total tax revenue in 2023, down from 5.3% in 2009 — a decline of 0.8 percentage points over the period. In absolute terms, the strongest decrease occurred in transport tax revenues, which fell by 39.7%.
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	[bookmark: _Ref201230811]Figure A6-73: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 


[bookmark: _Toc214008955]Existing pollution and resource taxes
In 2023, pollution and resource tax revenues reached respectively 1.71 and 0.43 billion euros (6.9% and 1.74%, respectively, of the total environmental tax revenues), increasing in absolute terms by 1,323.4% and 504.1%, respectively, over 15 years (2009-2023). In terms of GDP-ratios, pollution taxes increased by 919.3% while resource taxes increased by 332.6% (Figure A6-73). 
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	Figure A6-74: Resource and pollution tax revenues in Spain (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 


List of pollution and resource taxes and revenue shares
	Table A6-129:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Tax on fluorinated greenhouse gases
	€0 – €100.1
	€57.4
	11%

	Taxes and charges on environment and pollution
	€10.9 – €51
	€18.6
	6%

	Taxes on production and transportation of energy affecting the environment
	€2 – €89.7
	€90.2
	10%

	Tax on facilities that affect the environment
	€33.7 – €305.9
	€147.9
	35%

	Tax on production and storage of nuclear combustible
	€0 – €256.8
	€192.2
	29%

	Other environmental taxes
	€24.8 – €69.9
	€89.7
	8%


 

	Table A6-130:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Excise tax on non-reusable plastic containers (import)
	€0 – €108.6
	€7.2
	12%

	Excise tax on non-reusable plastic containers
	€0 – 459.9
	€30.7
	51%

	Tax on waste disposal in landfills, incineration and co-incineration of waste
	€0 – €338.1
	€22.5
	37%



	Table A6-131:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Taxes and charges on effluent, exploitation of hydrocarbon and mines
	€82.3 – €209.6
	€156.3
	88%

	Other taxes on luxury expenses
	€2 – €2.8
	€3.1
	1%

	Tax uses hunting
	€5 – €4.7
	€4.9
	2%

	Hunting and fishing taxes
	€28.8 – €20.8
	€28.9
	9%


 
	Table A6- 107: Other environmental taxes not reported in the National Tax Lists

	Tax Name 
	Annual revenue 
(€ million) in 2023

	Fee on the use of public hydraulic properties
	N.A.

	Tax on the Value of Extraction of Gas, Oil and Condensates
	N.A.

	Note: N.A. = Data not available


Over recent years, Spain has seen substantial growth in pollution and resource tax revenues, reflecting increased policy attention to environmental taxation (overall environmental tax revenues have grown in absolute terms, from 17.34 billion euros in 2009 to 24.64 billion euros in 2023). Significant policy developments include the implementation of the national tax on fluorinated greenhouse gases, aimed at reducing emissions contributing to climate change, and specific taxes targeting environmental impacts of industrial facilities and resource extraction activities, such as hydrocarbons and mining operations.
The national tax on fluorinated greenhouse gases (IGFEI, for its acronym in Spanish) is an indirect tax levied on the consumption, in Spanish territory, of the fluorinated greenhouse gases included in its objective scope and of the mixtures containing them. The manufacture, importation, intra-community acquisition or irregular possession of fluorinated greenhouse gases is also subject to tax whether the gases are contained in containers or incorporated in products, equipment or apparatus. 
Hydrofluorocarbons (HFCs), perfluorocarbons (PFCs) and sulphur hexafluoride (SF6) listed in Annex I of Regulation (EU) 2024/573 of the European Parliament and of the Council of 7 February 2024 on fluorinated greenhouse gases, amending Directive (EU) 2019/1937, and repealing Regulation (EU) No. 517/2014 are included in the target scope. 
The tax regulation was modified, effective September 1, 2022. The tax base of the tax is constituted by the weight of the fluorinated greenhouse gases subject to the tax, expressed in kilograms. The tax rate results from applying the coefficient 0.015 to the global warming potential (or GWP) corresponding to each fluorinated greenhouse gas subject to the tax at the time of the taxable event, in accordance with the regulations in force at that time, with a maximum limit of 100 euros per kilogram. 
The following are not subject to the tax: (a) The manufacture, importation, intra-Community acquisition or irregular possession in Spanish territory of gases subject to the tax with a GWP equal to or less than 150, (b) The manufacture of gases subject to the tax which are intended to be sent directly by the manufacturer, or by a third party in his name or on his behalf, to a territory other than the Spanish territory, provided that the reality of the effective exit is accredited, and (c) The shipment outside the territorial scope of application of the Tax of the Fluorinated Gases of Greenhouse Effect to which the regime of the NINE 4 has been applied, provided that the reality of the effective exit is accredited.
The tax on production and storage of nuclear combustible material covers the tax on the production of spent nuclear fuel and radioactive waste from the generation of nuclear electric power and the tax on the storage of spent nuclear energy and radioactive waste in centralised facilities. Both are direct taxes of a real nature and are applicable throughout the Spanish territory. In the production of spent nuclear fuel, the taxable amount will be the kilograms of heavy metal (uranium and plutonium) contained in the spent nuclear fuel. The tax base will be determined separately for each nuclear reactor from which the spent nuclear fuel is extracted.
The excise tax on non-reusable plastic containers (IEPNPR, for its acronym in Spanish) came into force on January 1, 2023, with the approval of Law 7/2022, of April 8, on waste and contaminated soils for a circular economy. It is a tax of an indirect nature levied on the use of non-reusable packaging containing plastic, whether empty or containing, protecting, protecting, handling, distributing and presenting goods[footnoteRef:817]. It is also levied on the import of non-reusable plastic packaging into Spain. The tax rate is 0.45 euros per kilogram of non-recycled plastic. The tax applies to non-reusable plastic packaging, semi-finished plastic products and products containing plastic for the closure, marketing or presentation of non-reusable packaging. The tax is passed on to the final consumer in the price of the products, and is calculated on the amount of non-recycled plastic contained in the products. If a packaging is composed of more than one material, the tax is payable only on the proportional amount of plastic. [817:  	For tax purposes, packaging that forms an integral part of the goods and is necessary to contain, support or preserve them throughout their life cycle and is intended to be used, consumed or disposed of together with the goods is not considered packaging.] 

The tax on waste disposal in landfills, incineration and co-incineration of waste is an indirect tax levied on the delivery of waste to landfills for disposal, the delivery of waste to incineration facilities for disposal or energy recovery or the delivery of waste-to-waste co-incineration facilities for disposal or energy recovery. The tax, effective January 1, 2023, is regulated by Law 7/2022, of April 8, on waste and contaminated soils for a circular economy. The base of the tax is constituted by the weight, in metric tons to three decimal places of the waste deposited in landfills, incinerated or co-incinerated and will be determined for each landfill or incineration or co-incineration facility. The Autonomous Communities (CC.AA.) may increase the tax rates set forth in the Tax Law with respect to waste deposited, incinerated or co-incinerated in their respective territories.
Although Spain has moved towards standardizing environmental taxation frameworks, regional variations persist. The Autonomous Communities (CC.AA.) retain the authority to establish supplementary environmental taxes tailored to local conditions, leading to differences in tax structures across regions (e.g., the tax uses hunting or hunting and fishing taxes). The table below highlights some examples of green taxes implemented by Spanish regions. Almost all CC.AA. have fees on water usage and sanitation, and taxes on controlled waste disposal, covering municipal, industrial, and construction waste. Furthermore, there are various taxes on pollution and the use of natural resources, with specific levies differing by region. Local governments also have the authority to establish their own municipal taxes. While there is an ongoing effort to unify environmental taxation across Spain, these regional tax variations continue to reflect the diverse economic, environmental, and policy priorities of each Autonomous Community.
In the 2025 European Semester report[footnoteRef:818], the Commission notes that while Spain has strengthened environmental taxes, there remains scope to improve fiscal instruments related to water use and industrial emissions, particularly regarding underpriced externalities in agriculture and transport. [818:  	European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Spain. a712afe4-d94e-4333-8333-e8bc1ab63f1e_en] 
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	Table A6-133: Regional environmental taxes in Spain (excluding energy and transport taxes)

	
	Andalucía
	Aragón
	Asturias
	Canarias
	Cantabria
	Castilla y León
	Castilla 
La Mancha
	Cataluña
	Comunidad Valenciana
	Extremadura
	Galicia
	Islas Baleares
	La Rioja
	Madrid
	Murcia
	Navarra

	Waste

	Plastic bags
	X
	
	
	
	X
	
	
	
	
	
	
	
	
	
	
	

	Energy and radioactive waste
	X
	
	
	
	
	
	X
	
	
	
	
	
	
	
	
	X

	Construction waste disposal
	
	
	
	
	
	
	
	X
	
	X
	
	
	
	X
	X
	

	Industrial waste disposal
	X
	
	
	
	X
	X
	
	X
	
	X
	
	
	
	X
	X
	

	Municipal waste incineration
	
	
	
	
	
	
	
	X
	
	
	
	
	
	
	
	

	Waste disposal in landfills
	
	
	
	
	
	
	
	
	X
	X
	
	
	
	
	
	

	Municipal waste disposal
	
	
	
	
	
	X
	
	X
	
	
	
	
	
	
	
	

	Air

	Air pollution
	X
	X
	
	
	
	
	X
	X
	
	
	X
	
	
	
	X
	X

	Land

	Facilities and activities affecting the environment
	
	
	X
	X
	X
	X
	X
	X
	X
	X
	
	
	X
	
	
	X

	Water in reservoirs
	
	
	
	
	X
	
	
	
	
	
	X
	
	
	
	
	

	Hunting and game use
	
	
	
	
	
	
	
	
	
	X
	
	
	
	
	
	

	Underutilized pastures
	
	
	
	
	
	
	
	
	
	X
	
	
	
	
	
	

	Underutilized irrigation
	
	
	
	
	
	
	
	
	
	X
	
	
	
	
	
	

	Water

	Sanitation or purification fee
	X
	X
	X
	X
	X
	X
	
	X
	X
	X
	X
	X
	X
	X
	X
	X

	Coastal discharges
	X
	
	
	
	
	
	
	
	
	
	
	
	
	
	X
	

	Hydraulic infrastructure improvements
	X
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stored water
	
	
	
	
	
	X
	
	
	
	
	X
	
	
	
	
	

	Tourism

	Eco-tax
	
	
	
	X
	
	
	
	
	
	
	
	X
	
	
	
	


[bookmark: _Hlk1900297]Source: Ihobe (2003); Puig Ventosa (2008): Gago, Labandeira, López-Otero (2013); Jofra Sora M. y Puig Ventosa I. (2014); González (2016); Hacienda Foral de Navarra
[bookmark: _Toc214008956]Potential for implementing additional environmental taxes
Although Spain has taken steps forward in recent years, there is scope to improve the composition of government revenues in a way that better supports both growth and fiscal sustainability. In 2023, pollution taxes accounted for only 6.9% of total environmental tax revenues, despite being crucial for applying the ‘polluter pays’ principle. Furthermore, the system is complex due to the country's own administrative structure (central state, CC.AA., local entities, etc.).
Several studies[footnoteRef:819] point to the need for tax reform. Reform attempts include: [819:  	Instituto de Estudios Fiscales (2022). Spanish White Book on tax reform; Labandeira, X. (2002). Taxation and Ecological transition during climate and energy crises: the main conclusions of the 2022 Spanish White Book on tax reform. ] 

· Sustainable electrification: currently, state taxation on electricity generation consists of the tax on the value of electricity production (IVPEE), introduced in 2013 but suspended in its application on several occasions since 2018, in addition to two taxes also introduced in 2013 on the production of radioactive waste and its storage. The levy for the use of inland waters for electricity production was also created in 2013.  At the Autonomous Community level, there are specific taxes with effects on the generation and distribution of electricity which, so far, are applied by eleven CC.AA., in the form of taxes on atmospheric emissions, on facilities, electricity generation, dammed water and wind energy. Harmonized indirect taxation on electricity consumption includes Value Added Tax (VAT) at the general rate and the special tax on electricity (IEE). The Committee that prepared this report proposes to abolish the tax on the value of electricity production (proposal 1), introduce measures to improve the design and effectiveness of regional taxes with effects on the electricity sector (proposal 2), and modify (reduce) the IEE to promote electrification and energy efficiency (proposal 3).
· Mobility compatible with the transition: it considers scenarios of significant increases in the environmental taxation of fossil fuels and transportation. Existing environmental taxes in Spain include the excise tax on hydrocarbons (IEH), which is levied on motor fuels, LPG, natural gas, diesel and fuel oil. The special tax on coal and the special tax on certain means of transport (IEDMT) - which is assigned to the CC.AA. - should also be mentioned here -. Environmental taxation on transport is completed with the municipal tax on mechanical traction vehicles (IVTM). The Committee proposes to introduce taxation of aviation (kerosene), marine and agricultural fuels – diesel – (proposal 4), the equalization of taxation of diesel and gasoline for automotive vehicles (proposal 5), a general increase in hydrocarbons taxation (proposal 6), a modification of the IEDMT to promote a sustainable vehicle fleet (proposal 7), a new configuration of the IVTM to penalize the most polluting technologies (proposal 8), the creation of a municipal congestion tax in certain cities (proposal 9), the consideration of tax mechanisms for payment for the use of certain road infrastructures (proposal 10), and the creation of a tax on airline tickets (proposal 11). 
· Increased circularity: there is a set of commitments in the field of circular economy that is far from being fulfilled in many cases. In this regard, the European Commission indicated in 2019 that, although municipal waste has decreased in recent years and is below the EU average in per capita terms, its treatment has not improved significantly, with a level of recycling far behind European figures since the beginning of the century. The Committee focuses its proposals on three forms of taxation: pay-as-you-throw systems, taxes on waste delivery and taxes on the extraction of certain materials. Specifically, they propose to intensify and extend the taxes of the Law on Waste and Contaminated Soil (proposal 12), the reformulation of municipal waste taxation to link it to pay-as-you-throw systems (proposal 13), the creation of a tax on aggregate extraction (proposal 14), the creation of a tax on nitrogen fertilizers (proposal 15), and to extend and harmonize taxation on certain emissions from large industrial and livestock facilities (proposal 16). As an illustration of good practice, the 2025 EU waste recycling targets report[footnoteRef:820] highlights the implementation of pay-as-you-throw systems in several Spanish municipalities. These include initiatives with differentiated waste fees directly linked to the amount of waste generated. Pay-as-you-throw systems are already applied in municipalities such as Zaldibia, Esporles and Argentona. [820:  European Commission (2025). EU waste recycling targets: Spain. Available at: https://op.europa.eu/en/publication-detail/-/publication/a5002885-034d-11ee-87ec-01aa75ed71a1/language-en ] 

· Incorporation of environmental costs associated with water use: the European Commission recommended in 2019 to the Spanish State an adequate cost recovery, with the 'polluter pays' principle as a fundamental element, to ensure sustainable water management. In particular, water pricing policy is required to provide incentives for users to make efficient use of water resources and contribute to the achievement of environmental targets. In this context, the basis of the Spanish water tax regime has not been modified since the 1985 Water Law. State taxes and the Public Hydraulic Domain Regulation (RD 849/1986)) currently existing in Spain can be systematized into the following categories: (i) taxes levied on the use of the public domain (fee for occupation, use and exploitation of public hydraulic domain assets and the fee for occupation of the maritime-terrestrial public domain), (ii) taxes to recover the cost of hydraulic infrastructure and (iii) the fee for the control of discharges. There is also a fee for the use of inland waters for electricity production. Most of the CC.AA. have established their own taxes on taxable events associated with the different stages of the water cycle, mainly in the sanitation and wastewater treatment phases. The Committee proposes the introduction of coordination and cooperation measures to improve the design and effectiveness of regional taxes on environmental damage to water (proposal 17), the reform of taxes associated with the coverage of water infrastructure costs (proposal 18), and the creation of a tax on the extraction of water resources (proposal 19). 
Furthermore, the European Commission recommendations reinforce these points, urging Spain to shift the tax burden from labour to green taxes, improve water pricing frameworks, and introduce better-targeted environmental levies in sectors like agriculture and transport[footnoteRef:821]. [821:  European Commission. 2025. 2025 European Semester: Country Specific Recommendation / Commission Recommendation – Spain. a712afe4-d94e-4333-8333-e8bc1ab63f1e_en] 

[bookmark: _Toc214008957]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Spain’s environmental tax architecture has broadened in recent years, particularly through regional instruments on waste and water, and reforms to energy taxation. Nonetheless, non-energy environmental taxes remain fragmented across Autonomous Communities and are often set at levels that deliver weak behavioural signals. The modelling indicates that Spain could achieve sizeable environmental gains and meaningful fiscal uplifts from a package focused on wastewater and water abstraction, landfill, and minerals, with additional but smaller effects from product-based instruments and air-pollutant charges. Under Scenario A, Spain records among the higher absolute reductions in water abstraction and effluent loads and notable diversion from landfill; Scenario B follows the same pattern at reduced magnitude.
Total revenues from the investigated taxes could rise by €8.8 billion in 2030 and €8.4 billion in 2035, respectively 4.1 and 3.9 times the revenues for pollution and resource taxes in 2023. Results are dependent on applying average rates of existing taxes for regions, which will have affected the results. More detailed regional analysis was not possible at this stage. The main contributors to the gains are water abstraction (59%) and water effluent (27%). Together they make up 86% of all revenue increases. Other taxes making important contributions are waste to landfill and pesticides. Reduction in emissions or use of materials is greatest for pesticides (41%), waste to landfill (35%), water abstraction (32%), SO2 (23%) and water effluent (22%). 
	Table A6-134: Environmental Impacts and Revenue Changes in Spain – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-28,57%
	-28,57%
	5,05
	4,20
	0,26%
	0,22%

	SO2
	-32,43%
	-32,43%
	40,94
	27,06
	2,13%
	1,41%

	PM2.5
	-29,58%
	-29,58%
	14,91
	13,42
	0,78%
	0,70%

	Water Abstraction
	-32,05%
	-32,05%
	5190,87
	4853,98
	5190,87%
	4853,98%

	Fertilizers
	-17,97%
	-17,97%
	45,92
	45,75
	2,39%
	2,38%

	Pesticides
	n/a
	n/a
	274,48
	271,45
	14,28%
	14,12%

	Waste Incineration
	-6,35%
	-6,35%
	0,28
	0,24
	0,01%
	0,01%

	Waste to Landfill
	-34,51%
	-34,51%
	443,11
	320,09
	23,05%
	16,65%

	Water Effluent
	-11,90%
	-11,90%
	2900,66
	2929,74
	150,92%
	152,43%

	Minerals & Aggregates
	-16,67%
	-16,67%
	323,24
	275,41
	323,24%
	275,41%



	Table A6-135: Environmental Impacts and Revenue Changes in Spain – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	NOx
	-7,39%
	-7,39%
	1,64
	1,37
	0,1%
	0,1%

	SO2
	-8,11%
	-8,11%
	13,92
	9,20
	0,7%
	0,5%

	PM2.5
	-7,39%
	-7,39%
	4,90
	4,41
	0,3%
	0,2%

	Water Abstraction
	-6,27%
	-6,27%
	1401,04
	1310,11
	1401,0%
	1310,1%

	Fertilizers
	-4,49%
	-4,49%
	13,37
	13,32
	0,7%
	0,7%

	Pesticides
	n/a
	n/a
	150,07
	148,43
	7,8%
	7,7%

	Waste Incineration
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Waste to Landfill
	-20,55%
	-20,55%
	193,78
	139,98
	10,1%
	7,3%

	Water Effluent
	-7,64%
	-7,64%
	1424,10
	1438,38
	74,1%
	74,8%

	Minerals & Aggregates
	-5,02%
	-5,02%
	110,99
	94,57
	111,0%
	94,6%



The strongest environmental benefits arise in the water domain. Spain’s hydrology is marked by recurrent scarcity, regional imbalances and rising pressure from agriculture, tourism and industry. A basin-differentiated abstraction signal and an updated effluent charge tied to pollutant loads would improve allocation, reduce discharge pressures and support compliance with the Water Framework Directive. The modelling suggests double-digit percentage reductions in abstraction and around mid-teens declines in BOD₅ under benchmark rates, with revenues large enough to co-finance leak reduction, smart metering, tertiary treatment and water reuse, particularly important in the Segura, Júcar, Guadiana and parts of the Guadalquivir districts.
Waste remains a second area of high potential. Spain has accelerated separate collection and treatment, yet landfilling persists in several regions. Aligning landfill charges with the benchmark rate, coupled with a modest incineration levy to avoid displacement, would lift diversion and stabilise financing for sorting, composting, anaerobic digestion and high-quality recycling. Where regional landfill taxes already exist, harmonising floors and trajectories would reduce cross-border leakage and level the playing field for municipalities and operators.
On resources, a calibrated minerals extraction charge on sand, gravel and limestone would internalise local externalities from quarrying and encourage uptake of recycled aggregates in construction. Administrative feasibility is strong given the maturity of regional permitting and royalty systems, but coordination on base definition, rates and exemptions is needed to avoid distortions across Autonomous Communities and with imported materials. Public procurement standards that recognise certified secondary aggregates would anchor demand and contain cost pass-through to public works.
Agriculture remains central to Spain’s environmental performance. Product-based levies on fertilisers and pesticides, nitrogen-content for fertilisers and toxicity-banded for pesticides, would reduce diffuse pollution in vulnerable aquifers and river basins and complement conditionality under the CAP. To preserve farm viability, these instruments should be phased in with advisory support, soil testing, and co-financing for precision application, drip irrigation and integrated pest management, prioritising nitrate-vulnerable zones and high-value irrigated crops.
Targeted air-pollutant charges on NOx, SO₂ and PM₂.₅ for large stationary sources would deliver incremental abatement at modest fiscal yield, working alongside industrial permits, the EU ETS and national air-quality plans. A performance-linked design, rebates for verified adoption of best available techniques, would focus the signal on cost-effective reductions without eroding competitiveness.
From a fiscal perspective, the bulk of additional receipts would come from water effluents and abstraction, followed by landfill and minerals. These revenues can be recycled transparently to reinforce social fairness and investment: bill credits or social tariffs for low-income households to manage water and waste affordability; reductions in labour taxation for low and middle earners; and co-financing of municipal infrastructure where gaps are largest. Publishing an annual green-dividend report that links euros raised to outcomes, kilometres of mains rehabilitated, cubic metres reused, percentage of biowaste separately collected, river bodies upgraded in status, will be essential for legitimacy.
Administrative feasibility is high, but coordination is crucial. Spain’s multilevel governance distributes competences across the State, Autonomous Communities, river basin authorities and municipalities. To avoid duplication and loopholes, new taxes should rely on shared definitions of the tax base, common reporting templates and interoperable registries for emissions, discharges, abstractions and waste flows. Digitalisation of declarations, metering and tracking is advanced in many regions and can be extended cost-effectively to smaller operators using standard coefficients and periodic audits.
Distributional and competitiveness impacts are manageable with careful sequencing and targeted safeguards. Household exposure concentrates in water and waste bills; phased trajectories, lifeline blocks for essential water use and limits on annual bill increases financed from environmental receipts protect vulnerable users while retaining marginal incentives above the lifeline. In agriculture, time-limited rebates conditional on precision practices, together with access to low-interest finance for efficient irrigation, mitigate transition risks. For construction materials and energy-intensive sites, technology-neutral investment support and public procurement pull for secondary materials reduce cost pressure and preserve trade competitiveness.
Politically, Spain’s experience shows that environmental charges gain acceptance when linked to visible improvements and when regional disparities are addressed. A national framework law establishing minimum benchmarks and principles, rate floors, indexation to inflation, common bases and transparent revenue use, to be implemented by Autonomous Communities would respect subsidiarity while closing gaps that weaken effectiveness.
In sum, Spain can advance a coherent package that prioritises water effluents and abstraction, strengthens landfill signals with the necessary sorting and treatment investments, introduces a measured minerals charge with circular-procurement pull, adds targeted agricultural product instruments in vulnerable areas, and modest air-pollutant charges for large sources. With predictable phasing, transparent recycling and robust inter-administrative coordination, these reforms would deliver substantial environmental benefits and durable fiscal capacity while safeguarding competitiveness and social fairness.
[bookmark: _Toc214008958]Sweden
[bookmark: _Toc214008959]Overview of existing environmental taxes in Sweden
Environmental taxes in Sweden amounted to 2.0% of GDP in 2023, slightly below the EU average. While revenues have increased in absolute terms over the past 15 years, their relative importance in the economy has declined. Total environmental tax revenue reached EUR 9.9 billion in real terms in 2023 (Figure A6-75), representing a 22.6% increase since 2009 (Figure A6-76). Over the same period, however, the ratio of environmental taxes to GDP fell from 2.6% to 2.0%. According to the 2025 European Semester country report[footnoteRef:822], Sweden operates a relatively stringent carbon-taxation framework, and its environmental taxes are low in absolute terms partly due to low emissions levels. However, in terms of carbon taxes, Sweden has the fourth highest effective average carbon tax rate (adjusted for free allocation under the EU Emissions Trading System (ETS)) out of the 71 countries that report to the OECD[footnoteRef:823]. This is partially explained by the relatively low tax base on which the tax is levied. [822:  	2025 European Semester: Country Reports - European Commission]  [823:  	78.58 Rate Unit: Real 2021 EUR/tCO2e (source: OECD Series on Carbon Pricing and Energy Taxation)] 
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	[bookmark: _Ref201230126]Figure A6-75: Total environmental tax revenue in Sweden in million euros - Note: pollution and resource taxes in 2023 were estimated as the weighted average of past years 



In 2023, total tax revenue (including net social contributions) accounted for 41.9% of Sweden’s GDP, a decrease of 2.5 percentage points from 44.4% in 2009[footnoteRef:824]. Environmental taxes represented 4.8% of total tax revenue in 2023. [824:  	The comparison is expressed in real terms, meaning that figures are adjusted for inflation. The 22.6%    increase refers to growth in constant prices over 2009–2023.] 

Figure A6-76 shows the percentage change in absolute terms for GDP and environmental taxes in terms of revenue (blue column) as well as the percentage change in the GDP-ratio between the years 2009-2023 (yellow column). Between the years 2009-2023, revenue for pollution taxes more than doubled. With revenue for pollution taxes increasing from €110 m in 2009 to over €240 m in 2023. Meanwhile, the other remaining tax revenue increased between 20-30% between the years 2009-2023. In terms of the percentage change in the GDP-ratio, all environmental taxes registered a decline, with the exception of pollution taxes which observed an increase.  
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	[bookmark: _Ref201230283]Figure A6-76: Fifteen-year (2009-2023) change in absolute terms and change as GDP-ratio of the revenues of energy taxes, transport taxes, resource taxes, pollution taxes and total environmental taxes 



[bookmark: _Ref201230735][bookmark: _Toc214008960]Existing pollution and resource taxes
In 2022, pollution and resource tax revenues reached respectively 296.2 and 10.6 million euros. The projected values for 2023 are 243.9 and 19.9 million euros respectively. These amount to increases in absolute terms of — respectively — 118.2% and 30.4% over 15 years (2009-2023). Moreover, in terms of GDP-ratios, pollution taxes increased by 37.7% while resource taxes decreased by 19% (Figure A6-76). In 2023, pollution and resource tax revenues accounted for — respectively — 2.4% and 0.2% of the total environmental tax revenues. In 2022, 54% of pollution tax revenues were paid by households and 46% by economic activities[footnoteRef:825]. Meanwhile, economic activities made up 100% of resource tax revenue[footnoteRef:826].   [825:  	[env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)]  [826:  	[env_ac_taxind2] Environmental taxes by economic activity (NACE Rev. 2)] 
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	Figure A6-77: Resource and pollution tax revenues in Sweden (2009-2023) in million euros. Note: the share between pollution and resource taxes in 2023 was estimated as the weighted average of past years 



List of pollution and resource taxes and revenue shares
Tables A6-136 to A6-138 report the taxes included in the National Tax List[footnoteRef:827] as reported by Eurostat Table A6-139 reports those taxes that were not included in the National Tax List but were found in other sources, including the PINE database[footnoteRef:828]. [827:  	National_tax_lists_2023_2025-04-25.xlsx]  [828:  	Policy Instruments for the Environment (PINE) Database | OECD] 

	Table A6-136:  Pollution taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all pollution tax revenues

	Tax on pesticides
	170.3
	11.8
	4.5%

	Tax on fertilisers[footnoteRef:829] [829:  	Tax on fertilisers were revoked in 2009 – there is only one year of data included] 

	15.9
	15.9
	6.0%

	Fee on chemical products
	66.5
	4.1
	1.6%

	Tax on chemicals in certain electronics
	996.7
	167.0
	63.3%

	Fee for discharge of NOx
	965.3
	64.4
	24.4%

	Fee to the battery fund
	7.8
	0.5
	0.2%



	Table A6-137:  Waste taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all waste tax revenues

	Tax on waste
	354.8
	23.7
	42.6%

	Waste incineration[footnoteRef:830] [830:  	Tax on waste incineration were revoked in 2023. They were implemented between the years 2020-2023. ] 

	127.2
	31.8
	57.3%



	[bookmark: _Hlk199424504]Table A6-138:  Resource taxes 

	Tax Name 
	Revenue (€ million)
2009-2023
	Average annual revenue (€ million)
	As share of all resource tax revenues

	Tax on gravel
	219.0
	14.6
	100%



	Table A6-139:  Other environmental taxes not reported in the National Tax Lists  

	Tax Name 
	Revenue (€ million) 2009-2023
	Average annual revenue (€ million)

	Excise duty – Sulphur tax 
	25.6
	1.7



A tax on pesticides (“Skatt på bekämpningsmedel”) currently applies in Sweden and has been in place since 1995. Sweden was one of the first countries to introduce such as tax, which was first imposed as a fee, and in 1995 changed to a tax[footnoteRef:831],[footnoteRef:832]. Until 1995, the financial means of the fee were used for agri-environmental programs aiming to reduce pesticide application and to promote integrated pest management. After, 1995 the revenue has been directly allocated to the general budget[footnoteRef:833]. The tax is payable by all manufacturers and importers of pesticides and is paid on an annual basis. Pesticides according to the Pesticide Tax Act are defined as substances or preparations intended to be used for protection against property damage or harm to human health caused by plants, animals, bacteria or viruses. Excluded are goods intended for use in the preparation of food, medicines, or other comparable products, as well as paints, varnishes, tars, and other goods primarily used for different purposes - unless these goods are labelled by a special name or otherwise indicated as intended for use as pesticides. Wood preservatives and vinegar are also exempt. Biological plant protection products are also currently not covered[footnoteRef:834]. A tax rate of SEK 34 (€3)[footnoteRef:835] per kilogram of active ingredient of the pesticide applies, set by the Central Authority. Between the years 2009-2023, average revenue from the tax was EUR 11.8 million.  [831:  	https://www.agrojournal.org/29/01-01.pdf ]  [832:  According to the PINE database, the main difference between taxes and fees/charges is the type of beneficiary: fees are paid for government services directed at a specific beneficiary, while taxes are used to raise revenue to fund government expenditure.]  [833:  	Pesticide Taxation | PAN Europe]  [834:  Skatt på kadmium i vissa produkter och kemiska växtskyddsmedel SOU 2017:102]  [835:  Mean 2024 exchange rate: 1 EUR equal 11.43217 Source: https://www.riksbank.se/en-gb/statistics/interest-rates-and-exchange-rates/search-annual-and-monthly-average-exchange-rates/ ] 

The liability to pay the tax arises when:
a pesticide is delivered to a buyer, 
a pesticide is used for other purposes than sale, 
the entity liable to pay tax is de-registered and the liability is not thereby transferred to another entity,
the business imports a pesticide[footnoteRef:836].  [836:  Taxes in Europe Database v4 - Indirect taxes - Other Indirect -] 

A 2017 paper[footnoteRef:837] investigated whether the pesticide tax was effective on plant protection products. They state that the evidence suggests the tax had a limited effect on the use of such products and since the mid-1990s the amount of active ingredient sold has remained stable. Furthermore, according to the latest publication on ‘statistics on quantities of pesticides sold’ provided by the Swedish Chemicals Agency[footnoteRef:838] a total of 10,018 tonnes of chemical pesticides (calculated as active substance) were sold in Sweden in 2021. This is an increase of 636 tonnes, which corresponds to an increase of 7% compared to 2020. The majority of pesticides (78%) were sold to industry, primarily for wood treatment using pressure and vacuum technology[footnoteRef:839].  [837:  Skatt på kadmium i vissa produkter och kemiska växtskyddsmedel SOU 2017:102]  [838:  Statistics on pesticides - Kemikalieinspektionen]  [839:  Försålda kvantiteter av bekämpningsmedel 2021] 

As well as sales of active substances, Statistics Sweden annually calculates the number of hectare doses that are sufficient for the quantities of various plant protection products sold to the agricultural sector. Calculating number of hectare doses reduces the effects of changes in concentration of different products and changes in the effectiveness of active substances. The data showed that the total number of hectare doses sold in 2021 was 5.6 million. This is an increase of 10% compared to 2020 and an increase in the number of hectare doses of 17% compared to the average for the immediately preceding years 2016-2020 (five-year average). 
Therefore, the information above suggests that the tax on pesticides isn’t reducing the reliance of pesticide across different sectors. 
A tax on fertilisers (Handelsgödsel) was introduced in 1984 and remained in place until it was repealed at the end of 2009. Initially, the levy focused on the nitrogen (N) and phosphorus (P) content of mineral fertilisers. However, in 1994, phosphorus was replaced by cadmium (Cd) as a target of the tax. Cadmium is naturally present in phosphate rock in varying amounts, making phosphate-based fertilizers a common source of cadmium contamination in soil. The mineral fertiliser tax was implemented primarily to address health and environmental concerns, particularly to reduce nitrogen runoff into groundwater and the Baltic Sea. 
When the tax was first implemented, nitrogen was taxed at SEK 0.30 per kilogram. This rate was gradually increased, reaching SEK 1.80 per kilogram by 1994, where it remained until the tax was discontinued in 2009. For phosphorus, the tax reached SEK 1.20 per kilogram in 1993. Cadmium was taxed at SEK 30 (EUR 3) per gram, but only when its concentration exceeded 5 grams per ton of phosphorus. Additionally, between 1982 and 1992, a separate price regulation levy was also in effect, which was based on the contents of nitrogen, phosphorus, and potassium (NPK). This charge further raised the overall cost of fertilisers. At its peak in 1991, the combined cost of the price regulation charge and the fertiliser tax resulted in rates of SEK 2.35 (€0.21) per kg of nitrogen and SEK 4.99 (€0.45) per kg of phosphorus.
The tax applied to both importers and producers of mineral fertilisers, who were required to register, submit monthly declarations, and pay taxes based on the quantities of fertilisers they distributed. There were no exemptions or options for tax reductions.
Between 1984 and 1994, the fertiliser tax was overseen and managed by the National Board of Agriculture. During this period, most of the revenue collected was allocated to research and environmental initiatives administered by the Board. These included investments in fertiliser management infrastructure, advisory services, and targeted information and research programs for the agriculture and forestry sectors.
In 1995, the practice of earmarking the tax revenues came to an end. With the removal of the price regulation charge, the fertiliser tax rate was raised, and responsibility for its administration was transferred to the national tax authority. From then on, revenues were directed to the central government budget. Nevertheless, a portion of the funds continued to support environmental improvements in the agricultural sector. The cost of administering and collecting the tax was estimated at around SEK 0.5 million (EUR 50,000) per year.
In the wake of rising global fertiliser prices and the financial crisis of 2008–2009, pressure mounted from the farming sector to eliminate the tax. By 2008, the cost of mineral fertilisers had increased by roughly 15–20%, and the fertiliser tax itself accounted for approximately one-fifth of the overall fertiliser cost.
Proponents of removing the tax argued that its environmental benefits were limited, estimating it prevented around 1,500 tonnes of nitrogen from leaching into the environment each year[footnoteRef:840]. However, Sweden’s Environmental Protection Agency (Naturvårdsverket) criticised the proposal to repeal the tax, highlighting the absence of a thorough environmental impact assessment[footnoteRef:841]. According to estimates from the National Broad of Agriculture, the tax lowered the optimal fertiliser dose – for instance for wheat from 145 to 135 kgN/ha[footnoteRef:842].  [840:  Regeringens proposition]  [841:  	"Slopad gödselskatt ökar utsläppen" - Nyheter (Ekot) | Sveriges Radio]  [842:  	Naturvårdsverket, 1997. Environmental Taxes in Sweden—Economic Instruments of Environmental Policy (Stockholm, Swedish Environmental Protection Agency).] 

Ultimately, the fertiliser tax was scrapped in exchange for a rise in the discounted diesel tax rate available to farmers[footnoteRef:843]. This shift signalled a change in policy priorities—from focusing on water quality to placing greater emphasis on climate change issues. [843:  	Borg defends the abolition of the fertilizer tax - News (Ekot) | Swedish Radio] 

Research published by Sweden’s National Institute of Economic Research in 2014 (NIER)[footnoteRef:844] found that a re-introduction of the tax would only lead to an annual reduction in nitrogen use of 10,042 tonnes (6% less then total use) which is mainly due to demand elasticity of fertiliser being relatively inelastic, in other words the demand of fertiliser doesn’t change when the price of the fertiliser changes[footnoteRef:845].  Furthermore, another study found the same, in that, the tax would need to be increased significantly in order to achieve the national reduction targets. However, despite this – a comprehensive inquiry into taxes on fertiliser and pesticides in Sweden published by a government committee in 2003[footnoteRef:846] recommended retaining the tax.  [844:  	https://www.konj.se/download/18.42684e214e71a39d0722ed0/1436516834703/Miljö+ekonomi+och+politik+2014.pdfSE-Fertilizer-tax-final_REV.pdf]  [845:  	SE-Fertilizer-tax-final_REV.pdf]  [846:  	Tax on fertilizers and pesticides? - Regeringen.se] 

During stakeholder consultation, a Swedish tax expert stated that the fertiliser tax should be brought back as there are environmental damages from fertiliser use. Without the tax, no one pays for these damages and therefore there is no incentive to act. However, NIER research cited above suggests that the re-introduction of the tax would not have an impact on quantity of fertiliser used.
The chemical fee on products (Kemiska produkter) is a fee paid by companies that notify chemical products to the product register and has been in force since 2017. If the total volume of all your notifiable products is at least 1,000 kg per year, you must pay the chemical fee. The fee is coordinated with the annual fees for pesticides. According to the PINE database[footnoteRef:847], the chemical fee is defined as a tax. The chemical fee is compulsory and ‘unrequited’ charges to the government. The chemical fee is used to fund government expenditure by financing general chemical fee operations run by the Swedish Chemical Agency[footnoteRef:848] (which is a supervisory authority under the Swedish Government).  [847:  	Policy Instruments for the Environment (PINE) Database | OECD]  [848:  	Chemical fee - Kemikalieinspektionen] 

The chemical fee consists of two parts: a register fee and a chemical fee based on quantity. The total fee is based on the following:
· an annual register fee of SEK 600 (€54) for each product or organism, although not exceeding SEK 70,000 (€6,273) a year,
· an annual quantity fee of SEK 12 (€1) per tonne of products or organisms, although not exceeding SEK 70,000 (€6273) per year. 
The above information is taken from the Swedish Chemicals Agency[footnoteRef:849] so it is unclear whether the annual fee is based on the weight of the product or the weight of the chemical in it. We have contacted the Swedish Chemicals Agency for more information [awaiting response].  [849:  	Fees for plant protection products - Kemikalieinspektionen] 

According to the Swedish Chemicals Agency, a company should not pay both an annual fee for pesticides and a chemical fee to the Products Register for the same product. It’s unclear from the Swedish Chemicals Agency website whether this includes both the register fee and the annual quantity fee mentioned in the bullets above. Again, we have contacted the agency for more information [awaiting response]. The pesticide fee is paid annually and is set at 5.5% of the sales value for each authorised product. The minimum fee is set at SEK 2000 (€179) and the maximum fee is set at SEK 400,000[footnoteRef:850] (€35,848). Between the years 2017-2023, average revenue from a tax on chemical products was EUR 66.5 million.  [850:  	Chemical fee - Kemikalieinspektionen] 

Tax on chemicals in certain electronics[footnoteRef:851] (Skatt på kemikalier i viss elektronik) has been levied on chemicals in certain electronic goods since 1 July 2017. The aim is to reduce the use of exposure to, dangerous chemicals in people’s homes. The tax is primarily related to the proportion of chlorine, bromine and phosphorus compounds existent in electronical products[footnoteRef:852]. Companies in Sweden that manufacture, receive or import duty-liable electronic goods for business purposes must pay an excise duty  [851:  	Taxes in Europe Database v4 - Indirect taxes - Other Indirect ]  [852:  	Swedish tax on chemicals in certain electronics - Pincvision] 

The base rate (before deductions) is 12.33 SEK (€1.1) per kilogram for household appliances and 179.38 SEK (€16.1) per kilogram for other electronics. The maximum tax (before deductions) is 548.21 SEK (€49.1) per product[footnoteRef:853].  [853:  	Taxes in Europe Database v4 - Homepage] 

From 1 October 2021[footnoteRef:854], they must also pay excise duty on duty-liable goods transported to Sweden from another EU country - even if they have not been purchased for the buyer’s own business purposes. This is known as distance selling, and it applies when annual duty-liable goods yearly sales (current or previous year) of taxable goods to Sweden exceeds 100,000 SEK (around €9,000). If an EU trader is not taxable, an intermediary is taxable if the total yearly mediated sales (current or previous year) of taxable goods to Sweden exceeds 100,000 SEK. [854:  	Tax on chemicals in certain electronics | Skatteverket] 

The same rules apply regardless of whether goods are transported to Sweden by the seller, or by someone else on behalf of the seller. An exempt seller is a seller who is not an approved stocklist, registered consignee, or registered EU trader, whose annual sales of duty-liable goods to Sweden during the present or past calendar year do not amount to more than SEK 100,000. Such sellers also have to pay excise duty on duty-liable goods transferred for business purposes through distance selling, if total annual sales of duty-liable goods to Sweden during the present or past calendar year amount to more than SEK 100,000. 
If the business is not an approved stocklist, registered consignee, or registered EU trader working with electronic goods, they must use the specific excise duty return form, “Särskild skattedeklaration”. The business must declare and pay excise duty every time they:
· manufacture excise-duty-liable electronic goods for business purposes
· sell duty-liable electronic goods through distance selling for business purposes, if annual sales of duty-liable goods to Sweden amount to more than SEK 100,000 during the current or previous calendar year 
· carry out distance selling of excise-duty-liable electronic goods from exempt sellers for business purposes, if total sales to Sweden during the current or previous calendar year amount to more than SEK 100,000 or 
· import or receive duty-liable electronic goods from another EU country[footnoteRef:855]. [855:  	Tax on chemicals in certain electronics | Skatteverket] 

From 1 October 2020, excise duty must always be paid by the party that sells duty-liable electronic goods through distance selling for business purposes or facilitates distance selling of such goods. 
[bookmark: _Hlk196730353]The liability to pay tax comes in when the product is produced or enters Sweden, although tax subjects can register with the tax agency to postpone this. Payment respites are granted by the Swedish Tax Agency[footnoteRef:856], especially to businesses or those applying for respite for large tax payments. Typically, a private individual and business are only granted a respite of up to two months. It is expected a normal part of business operations to be able to cope with temporary cash flow issues.  [856:  	Payment respite | Skatteverket] 

Deductions can be made if the product does not contain chemical components of chlorine, bromine or phosphorus[footnoteRef:857]. A deduction of 50% or 95% of the total excise duty payable can be made, depending on which chemical compounds are present. For a 50% deduction this is applied when the electronic goods contain less than 0.1% of bromine or chlorine by weight of the material in: [857:  	Ibid] 

· a circuit board, with the exception of the components of the board
· a plastic part weighing more than 25g. 
For a 95% reduction, the electronic goods need to contain less than 0.1% of bromine, chlorine or phosphorus by weight for the same products in the bullets above. 
For tax subjects who have registered with the Tax agency, some situations (such as products being sold to another country or being destroyed by force majeure) are exempted. Between the years 2009-2023, average revenue from a tax on chemicals in certain electronics was EUR 996.7 million. 
A 2020 evaluation of the tax has not been able to establish that the tax led to a decrease in chlorine, bromine, and phosphorus from flame retardants in home environments during the study period[footnoteRef:858]. Although it may have the desired effect in the future, as new products will enter the market. In some cases, it has already resulted in a substitution of chemicals although several taxpayers stated that they have not changed their behaviour with regard to the products they buy and retail. The evaluation concluded that the tax is not considered to be cost-effective and a more cost-effective approach would be to tax the chemical substances contain in, rather than the weight of, the product, applied more stringently to products used in the home environment. Another study concluded the same providing the example between a washing machine and a laptop; the washing machine doesn’t necessarily include more chemicals but the rate of tax charged for the washing machine would be SEK 320 (€28.7) whereas a 1.5 kilo laptop would be taxed at SEK 30 (€2.7)[footnoteRef:859].  [858:  	Evaluation of the Tax on Chemicals in Certain Electronics - English Summary]  [859:  	Greenwash? – An analysis of the efficiency of Swedish environmental taxes] 

The evaluation noted neither corporate profits nor employment rates among companies subjected to the tax have been affected, implying the cost of the tax is borne by consumers in the form of higher prices of the electronic articles they buy. Furthermore, consumption of electronic goods has not decreased since the tax has been introduced and since 2018, demand has increased. However, the evaluation could not determine whether the increase in demand would have been greater if the tax hadn’t been introduced. 
The nitrogen oxides (NOx) charge (Nox-avgift) in Sweden was introduced in 1992. The charge is based on measured NOx emissions by electricity and heat-producing boilers, stationary combustion engines and gas turbines with at least 25 GWh of useful energy per year. The charge is paid by the producer of the electrical power or heat. Originally, the requirement only covered boilers with a yearly production of energy of at least 50 GWh. In 1996, the charge included all boilers producing at least 40 GWh of useful energy per year, and in 1997 the limit was again lowered to 25 GWh[footnoteRef:860]. [860:  	Interjurisdictional externalities, overlapping policies and NOx pollution control in Sweden] 

An operator is subject to charge when the production unit emits nitrogen oxides. From 1992 to 2007, the tax was 40 SEK/kg NOx (€3.6), but in 2008 the tax increased to 50 SEK/kg NOx (€4.5) after the Swedish EPA noted that the impact on the tax system had diminished over the years. If the operator subject to the charge has paid more than the amount calculated by the Swedish Environmental Protection Agency or a court, the excess amount will be refunded to the operator[footnoteRef:861].  [861:  https://www.naturvardsverket.se/4acece/contentassets/abe4e02774be45e996efda856a820969/emissions-of-nitrogen-oxides-from-energy-production-act-1990-630-1990-613.pdf] 

According to a study that looked at the effectiveness of NOx and SO2[footnoteRef:862] taxes in Sweden, NOx emissions declined gradually between the years 1991 to 2014. One of the papers mentioned in the study[footnoteRef:863] conclude that NOx emissions per unit of useful energy produced by the regulated plant had declined by 50% since the introduction the tax in 1992. Two factors contributed to the success: i) mandatory continuous monitoring of emissions from the regulated plants, and ii) a high tax level. [862:  	SE-NOx-SO2-Tax-final.pdf]  [863:  	SE-NOx-SO2-Tax-final.pdf] 

Between the years 2009-2023, average revenue from a tax on fertilisers was EUR 965.3 million.
Tax on waste (Avfallsskatt) in Sweden is charged by the Swedish Tax agency to businesses who conduct business at a waste facility or industrial facility and is applied on the waste that is imported or generated at the facility. In other words, those managing a waste collection point where hazardous and other waste amounting to more than 50 metric tonnes per year is collected for final deposition or for a period longer than three years. The tax on waste came into force in 2000. The tax rate is SEK 744 (€66.7) per metric tonne of waste and set by the Central Authority. The tax liability applies when waste arrives to a waste collection point. No tax is to be paid for materials intended for the operation of the waste collection point. Deductions are allowed for waste that has been brought out from a waste collection point or waste that has been used for certain processes within the waste collection point[footnoteRef:864]. Between the years 2009-2023, average revenue from a tax on waste was EUR 354.8 million. [864:  	Waste tax | Tax] 

Tax on waste incineration (Skatt på avfallsförbränning) was levied on all waste entering a waste incineration plant and came into force in 2020. In 2023, Sweden abolished its tax on waste incineration[footnoteRef:865]. The main reason was the Russian invasion of Ukraine and the resulting changes in electricity markets[footnoteRef:866]. This reasoning was further emphasised by stakeholder engagement as Sweden uses the heat from waste incineration in its district heating systems and that this is a preferred method of processing waste. Therefore, due to the hike in prices in energy from the war in Ukraine, the energy from waste incineration has become more prominent. Furthermore, the interviewee mentions that landfills have been banned in Sweden since the early 2000s, so the waste is either burned or recycled.  [865:  	https://task36.ieabioenergy.com/news/swedish-waste-incineration-tax-abolished/ ]  [866:  	Swedish Waste Incineration Tax Abolished | Task 36] 

When the tax was in force it was applicable to waste incineration plants with a tax rate of 125 SEK (€11.2) per metric tonne. There were exceptions to the tax which included hazardous waste, biofuel, animal by-products and in some cases waste that is used in production of material where the waste is part of the produce’s material. Deductions included waste that leaves the plant. It was set by the Central Authority. Between the years 2020-2023 (when it was in force), average revenue from waste incineration was EUR 127.2 million. 
A tax on gravel (Skatt på naturgrus) is applied when natural gravel is extracted[footnoteRef:867]. The tax came into force in 1999 with a tax base on SEK 23 (€2.1) per metric tonne of gravel, set by the Central Authority. According to Section 6 of the LSN[footnoteRef:868], the tax liability arises on the following occasions: [867:  	Taxes in Europe Database v4 - Indirect taxes - Other Indirect -]  [868:  	Lag (1995:1667) om skatt på naturgrus | Rättslig vägledning | Skatteverket] 

· When natural gravel is delivered to a buyer
· When natural gravel is used for any purpose other than sale
· When the taxable activity ceases, and then the tax liability includes the natural gravel that is then included in the taxpayer’s stock.
According to Section 7 of the LSN[footnoteRef:869], tax liability does not arise for: [869:  	Act (1995:1667) on tax on natural gravel | Legal guidance | Tax] 

· Natural gravel used only for purposes necessary for the operation of the quarry operations
· Natural gravel used for finishing the quarry.

An example of “purposes that are necessary for the operation of the quarry” include, temporary roads in the quarry that are built with natural gravel. 

Between the years 2009-2023, average revenue from a tax on gravel was EUR 219.0 million.

A fee is charged on batteries (Batteriskatt) to cover society's costs for collecting and handling used batteries[footnoteRef:870]. This came into force in 1987. According to the Environmental Protection Agency (EPA) Sweden[footnoteRef:871], all producers of batteries shall report to the Swedish EPA on the quantity of batteries placed on the Swedish market for the previous year as well as collected and treated quantities of waste batteries. The EPA charge an annual fee for enforcement of electrical and electronic equipment and batteries. The enforcement ensures that producers are compliant with the producer responsibility provisions[footnoteRef:872]. Producer responsibility provisions include the responsibility for the collection and treatment of waster batteries – a full list of provisions can be found on the Swedish Environmental Protection Agency website[footnoteRef:873]. The fee covers administrative expenses, managing of the EEB-register and other expenses in order to enforce compliance. The annual fee has been set to 1000 SEK (€89.6) for each producer responsibility. For producers of both EEE and batteries the total fee is 2000 SEK (€179.2). The producer responsibility system covers all batteries, except for the ones:  [870:  	OECD 2024, Policy Instruments for the Environment (PINE) Database, http://oe.cd/pinedatabase, July 2024 version]  [871:  	Producers responsibility for batteries]  [872:  	Producers responsibility for batteries]  [873:  	Producers responsibility for batteries] 

· used in protection of important security interests for a member state of the European Union, weapons, ammunition or war equipment, 
· where the material has been manufactured for a specific military purpose, or 
· intended to be sent into space. 
In 1995, a sulphur tax (Svavelskattin) Sweden was introduced to reduce the amount of sulphur dioxide emissions from burning solid fuels and gaseous products. The tax was intended to reduce the environmental impact of combustion. The main taxpayers include authorised warehouse keepers and registered traders. For solid and gaseous products, the rate is set at SEK 30 per kg of sulphur in the fuel. The sulphur tax on liquid fuels is SEK 27 per m3 of oil for each tenth of a per cent by weight of the sulphur content[footnoteRef:874]. The liability to pay tax arises when the fuel is delivered from a tax suspension arrangement. Tax is due at the same time as the declaration is to be submitted, which is monthly. The sulphur tax is not levied if the fuel is used: for purposes other than motor fuel or heating fuel, in rail bound means of transportation, for commercial navigation, in commercial air navigation, in connection with the production of mineral oils, coal fuels, petroleum coke or other taxable products, in metallurgical or mineralogical processes, in certain processes in the pulp industry. Liquid or gaseous products with a sulphur content of a maximum of 0.05 per cent by weight is exempted from the sulphur tax. When measures are taken to reduce sulphur emissions the tax is repaid by SEK 30 per kg of reduced emissions.  [874:  	Taxes in Europe Database v4 - Indirect taxes - Other Indirect -] 

According to a study that looked at the effectiveness of NOx and SO2 taxes in Sweden[footnoteRef:875], SO2 emissions declined between the years 1990 to 2014. The decline before the implementation of the tax in 1991 was due to the anticipation of the tax being introduced in 1991. Additionally, the tax has led to more cleaning of emissions from coal and peat[footnoteRef:876]. [875:  	SE-NOx-SO2-Tax-final.pdf]  [876:  	Ibid] 

Between the years 2009 – 2023, average revenue from a tax on sulphur was EUR 1.7 million. 
In 2023, a tax on plastic bags was cancelled[footnoteRef:877]. The tax was successful in reducing plastic bags usage from 74 in 2019 to 17 bags per person in 2023[footnoteRef:878]. However, the government stated it was far lower than the EU consumption target of 40, and that the EU target would be achievable in the absence of tax. Another reason was administrative costs and possible negative effects such as increased consumption of alternatives.    [877:  	https://www.regeringen.se/pressmeddelanden/2023/09/plastpaseskatten-ska-avskaffas/?]  [878:  	https://www.naturvardsverket.se/data-och-statistik/plast/plastbarkassar/?] 

Fees and other related instruments 

In Sweden there are several fees or charges that aren’t classed as taxes according to the PINE database[footnoteRef:879]. Note, PINE define fees as compulsory requited payments to the government that are levied more-or-less in proportion to the services provided. In this database, the terms “fees” and “charges” are used interchangeably. The main difference between taxes and fees/charges is the type of beneficiary: fees are paid for government services directed at a specific beneficiary, while taxes are used to raise revenue to fund government expenditure.  [879:  	Policy Instruments for the Environment (PINE) Database | OECD] 


These include:
· Mineral act charge which was implemented in 1992
· Excavation charge which was implemented in 1999
· Environmental differentiated fairway dues implemented in 1998
· Noise related landing charges for airplanes implemented in 1994
· Regulation on Environmental sanction fees implemented in 1999
· Fee on imported aluminium cans implemented in 1984
· Hunting fee implemented in 1995
· License fee for exploitation of peat implemented in 1985
· Tax on plastic bags which was implemented in 2020 but was abolished in 2023
· Fee for pesticides which was implemented in 2013 

Conclusions, country-specific recommendations and reform progress 
The Swedish tax system is centralised. National government sets environmental taxes, while local governments play a role in levying local taxes[footnoteRef:880], such as personal income taxes and municipal or regional taxes[footnoteRef:881].   [880:  	https://portal.cor.europa.eu/divisionpowers/Pages/Sweden-Fiscal-Powers.aspx#:~:text=Technically%2C%20taxes%20are%20collected%20by,the%20basis%20of%20each%20tax]  [881:  	https://start.stockholm/en/about-the-city-of-stockholm/how-the-tax-money-is-used/municipal-tax/ ] 

In 1990, Sweden became the first country to implement a tax “shift”, seeking to reduce labour taxes and replace them with environmentally related taxes[footnoteRef:882]. A renewed reform program was launched in 2001 which sought to further shift the tax burden from labour to environmentally harmful activities[footnoteRef:883]. Despite this, revenues from environmentally related taxes as a percentage of GDP have been declining (as a percentage of GDP, environmental taxes declined from 2.6% in 2009 to 2.0% in 2023). According to the recently published country-specific recommendations report[footnoteRef:884], recent changes to environmental taxes has reduced incentives for the green transition due to the reduction in taxes and excises on fuel. Furthermore, Sweden is planning to eliminate the aviation tax at Swedish airports from 1 July 2025. With pollution and resource taxes accounting for only 3.2% of environmental taxes, the country-specific recommendation report mentions that Sweden could strengthen the use of the ‘polluter pays’ principle.  [882:  	Study on assessing the environmental fiscal reform potential for the EU28 - Publications Office of the EU]  [883:  	Statement of Government Policy 2019]  [884:  	2025 European Semester: Country Reports - European Commission] 

Since the study on assessing the environmental fiscal reform potential for the EU28[footnoteRef:885] published in 2016 two new taxes have been implemented including the chemical fee on products and the tax on chemicals in certain electronics which were both implemented in 2017. Two taxes have been abolished including the tax on waste incineration and the tax on plastic bags.  [885:  	Ibid] 

[bookmark: _Toc214008961]Potential for implementing additional environmental taxes
Sweden has one of the most extensive and mature environmental tax systems in the EU, covering energy, transport, air pollution, waste, and chemical products. Nonetheless, there remains some potential to refine existing instruments and explore targeted areas where fiscal policy could further support environmental and climate objectives.
One area of discussion concerns the chemical tax on electronic goods, introduced to reduce exposure to hazardous substances. A 2018 analysis of the effectiveness of Swedish environmental taxes found that this instrument functions as a relatively blunt tool. The study highlighted several weaknesses. First, the risks posed by individual chemicals, and by their combinations, vary considerably and are often difficult to quantify, making it hard to calibrate an appropriate tax rate or assess the environmental impact of the measure. Second, the current design of the tax provides limited incentives to substitute hazardous substances for safer alternatives, since the rate is based on the total weight of the product rather than the quantity or toxicity of the chemicals it contains. As a result, heavier products may be taxed more heavily even if they contain fewer or less harmful substances. Third, the study pointed to a risk of tax leakage, as companies might shift to importing goods to avoid domestic taxation. However, since 2021, companies must also pay excise duty on taxable goods brought into Sweden from another EU country, closing this loophole.
Despite these challenges, the Swedish experience shows that targeted regulation of specific substances, building on frameworks such as REACH, remains a more effective approach for addressing chemical risks. A possible path forward would involve redesigning the tax to align more closely with chemical content or toxicity levels, thereby strengthening incentives for substitution while maintaining administrative feasibility.
Hogg et al. (2016) also outlined a number of options that have since been partially implemented or reconsidered. For instance, a plastic bag tax was introduced in 2020 but later abolished in 2023, largely due to overlapping EU legislation and limited incremental benefits. Similarly, an incineration tax was reintroduced in 2020 at a rate close to the benchmark (€15 per tonne) but also abolished in 2023 following political debate and industry opposition. Both cases illustrate the difficulties of sustaining environmental taxes in the face of administrative complexity, competitiveness concerns, and limited public acceptance when clear environmental benefits are not evident.
Other recommendations from Hogg et al. (2016) included introducing a wastewater tax, a water abstraction charge for public supply, and the reintroduction of a fertiliser tax. Stakeholder consultations for this study confirmed that water use in Sweden is already subject to municipal fees, which include costs for wastewater treatment. As such, the potential for additional fiscal measures in the water sector is limited, except for local adjustments in areas facing water-quality or nutrient-discharge challenges.
Stakeholder feedback gathered in the context of this study identified two pressing environmental issues where fiscal measures could, in theory, contribute but where political and structural barriers make progress unlikely in the near term.
The first concerns the environmental status of the Baltic Sea, which continues to suffer from nutrient pollution, partly due to agricultural fertiliser runoff. While a fertiliser tax could contribute to mitigation, any effective measure would require regional coordination among Baltic Sea countries to avoid competitiveness distortions and ensure shared responsibility. Sweden alone could not resolve this transboundary issue through unilateral taxation.
The second challenge relates to biodiversity loss linked to intensive forestry. A potential tax on timber extraction could incentivise more sustainable forest management, delivering climate and biodiversity co-benefits. However, this remains politically infeasible. The forestry sector is a cornerstone of Sweden’s export economy, which has expanded further since the Russia-Ukraine conflict curtailed Russian timber exports and boosted Swedish supply. In addition, wood is increasingly seen as a low-carbon substitute for concrete and steel in construction, which reinforces political reluctance to impose new costs on timber producers.
Overall, Sweden’s potential for new environmental taxes is limited. The most viable approach lies in refining existing instruments, such as improving the design of the chemical tax, re-examining water-related charges in specific catchments, and exploring cooperative mechanisms for regional nutrient taxation, rather than introducing new broad-based levies. Complex issues such as nutrient runoff and biodiversity loss will require a combination of fiscal, regulatory, and voluntary measures rather than a single tax-based solution.
[bookmark: _Toc214008962]Impacts and feasibility of implementing new environmental taxes
The following findings draw on the modelling undertaken for the study, which assesses how introducing or increasing a set of pollution and resource taxes would affect revenues, environmental pressures and key economic indicators in each Member State. Scenario A represents the application of minimum benchmark tax rates across the EU, providing a consistent basis for comparing moderate-ambition reforms. Scenario B applies higher benchmark rates, illustrating the impacts of a more ambitious approach to environmental taxation and the additional environmental and fiscal benefits that could be achieved.
Sweden is among the EU frontrunners in environmental taxation. A mature suite of energy and transport taxes, a long-standing and effective NOx fee, a pesticides tax, and comparatively high landfill charges already shape behaviour and raise revenue. Against this high baseline, the modelling points to moderate additional fiscal potential and targeted environmental gains from extending pollution and resource taxation beyond current practice. The most promising areas are wastewater effluents, landfill–incineration price alignment, and minerals/aggregates, with more selective scope in agriculture. Scenario A yields measurable reductions in pollutant loads and material extraction with modest but meaningful revenues; Scenario B delivers smaller effects while preserving the same pattern.
Total revenues from the investigated taxes could rise by around €1.3 billion in 2030 and 2035, which is 4.5 times the revenues for pollution and resource taxes in 2023.  There are no gains from NOx or SO2 as these are already taxed at above the investigated minimum. The gains in revenue come most from higher taxes waste to landfill (39%), water effluent (35%), water abstraction (14%) and mineral aggregates (11%). Reductions in emissions or materials are notable for pesticides and fertilizers, water effluent discharge and emissions of PM2.5.  Water abstraction also declines by 9% and waste to landfill by 8%. Mineral extraction falls by 9%.
	Table A6-140: Environmental Impacts and Revenue Changes in Sweden – Scenario A

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	Nox (Elec)
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	Nox (W/out Elec)
	-28,57%
	-28,57%
	1,12
	0,94
	0,35%
	0,29%

	SO2
	0,00%
	0,00%
	0,00
	0,00
	0,00%
	0,00%

	PM2.5
	-29,58%
	-29,58%
	3,12
	2,33
	0,97%
	0,72%

	Water Abstraction
	-9,32%
	-9,32%
	187,34
	183,89
	64,77%
	63,58%

	Fertilizers
	-23,96%
	-23,96%
	15,44
	16,92
	4,79%
	5,25%

	Pesticides
	n/a
	n/a
	11,63
	11,63
	3,61%
	3,61%

	Waste Incineration
	-20,00%
	-20,00%
	0,81
	0,81
	0,25%
	0,25%

	Waste to Landfill
	-7,69%
	-7,69%
	501,41
	491,07
	155,73%
	152,52%

	Water Effluent
	-9,09%
	-9,09%
	1330,09
	1364,14
	413,10%
	423,67%

	Minerals & Aggregates
	-8,81%
	-8,81%
	125,94
	132,84
	1416,67%
	1494,31%



	Table A6-141: Environmental Impacts and Revenue Changes in Sweden – Scenario B

	Tax Name
	% Change in Quantities as % of taxed sector
	Change in Revenues (€Mn)
	As % of 2023 Resource Tax

	Year
	2030
	2035
	2030
	2035
	2030
	2035

	Nox 
	-7,39%
	-7,39%
	0,00
	0,00
	0,0%
	0,0%

	SO2
	-7,40%
	-7,40%
	0,37
	0,30
	0,1%
	0,1%

	PM2.5
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Water Abstraction
	-7,39%
	-7,39%
	1,03
	0,77
	0,3%
	0,2%

	Fertilizers
	-1,82%
	-1,82%
	39,69
	38,96
	13,7%
	13,5%

	Pesticides
	-5,99%
	-5,99%
	4,77
	5,23
	1,5%
	1,6%

	Waste Incineration
	n/a
	n/a
	4,55
	4,56
	1,4%
	1,4%

	Waste to Landfill
	-8,31%
	-8,31%
	0,39
	0,38
	0,1%
	0,1%

	Water Effluent
	0,00%
	0,00%
	0,00
	0,00
	0,0%
	0,0%

	Minerals & Aggregates
	-5,67%
	-5,67%
	860,51
	882,54
	267,3%
	274,1%



The strongest incremental benefits are expected in the water domain, where Sweden faces persistent eutrophication pressures in parts of the Baltic and in nutrient-sensitive inland waters. Introducing a wastewater effluent charge linked to pollutant load (starting with BOD₅ and, where monitoring is robust, nitrogen and phosphorus) would sharpen incentives for tertiary treatment, process optimisation and water reuse. Fiscal impacts are moderate at national level but material for utility investment cycles. A water abstraction tax offers limited nationwide value given Sweden’s overall low scarcity; however, a catchment-specific signal could be considered where seasonal stress occurs or ecological flows are at risk, with low rates and narrow scope to avoid undue burden on essential use.
In waste management, Sweden’s high landfill tax underpins diversion, yet recent experience with the incineration levy shows that instrument design matters for effectiveness and acceptability. The modelling suggests that keeping the relative price of disposal options aligned with the waste hierarchy will deliver further environmental gain. The practical route is a stable landfill signal combined with a light, predictable incineration charge calibrated to avoid perverse shifts, introduced only alongside expanded separate collection, high-quality sorting and anaerobic digestion/composting for biowaste. Where regional capacity is tight, phasing should track infrastructure roll-out to prevent cost spikes.
On resources, a minerals/aggregates charge applied to sand, gravel and crushed rock at benchmark levels would modestly reduce primary extraction and reinforce markets for recycled aggregates. Public procurement standards that recognise certified secondary materials in road and civil works are important to anchor demand and contain cost pass-through. Revenues are modest in macro terms but help internalise local externalities and fund restoration.
For air pollution, Sweden’s NOx fee has already delivered substantial abatement at low administrative cost. Additionality from broad new air-pollutant taxes is therefore limited. A more proportionate option is to extend performance-based charges or rebates to remaining large point sources for PM₂.₅ and SO₂ within the integrated permit framework, focusing on hotspots and aligning rates with best available techniques to keep compliance costs efficient.
In agriculture, Sweden already levies a pesticides tax; scope for incremental gains lies in refining differentiation by toxicity, tightening exemptions, and earmarking receipts for integrated pest management. Re-introducing a broad fertiliser levy would yield smaller environmental gains than in more input-intensive Member States, but a targeted nitrogen instrument could be considered in nitrate-vulnerable zones, paired with advisory support, soil testing and precision application grants to protect yields and farm incomes.
Administrative feasibility is high. Sweden’s monitoring, reporting and billing systems are sophisticated, and institutional capacity in environmental agencies and utilities is strong. Effluent charging can build on existing discharge permits and laboratory regimes; minerals charges on existing licensing and royalty processes; and any incineration signal on established waste statistics and gate-fee reporting. Digital compliance tools already in use keep administrative burdens low for operators and authorities.
Distributional and competitiveness effects are manageable with careful design. Household exposure arises mainly through water and waste bills; phased trajectories, lifeline blocks for essential water use, and targeted bill credits can preserve affordability without diluting the marginal incentive. For trade-exposed industries, pulp and paper, mining and metals, chemicals, predictable phase-ins and technology-neutral investment support (accelerated depreciation or grants for tertiary treatment, filtration, process heat recovery and material circulation) help maintain competitiveness while preserving the price signal. In construction, procurement pull for recycled aggregates offsets extraction-charge cost push.
Political feasibility of pollution taxes is favourable if reforms are framed as incremental upgrades to a well-performing system and if revenues are transparently recycled. Publishing an annual green-dividend report that links receipts to outcomes, kilometres of sewer mains rehabilitated, tertiary treatment added, percentage of biowaste separately collected, hectares restored at extraction sites, will sustain public trust.
In sum, Sweden’s scope for additional environmental taxation is targeted rather than transformational. A focused package — effluent charging with nutrient coverage where robust, calibrated disposal price signals that reinforce the waste hierarchy, a modest aggregates charge with circular procurement pull, selective refinement of pesticides taxation, and highly local abstraction pricing where warranted — would deliver measurable environmental improvements and stable, investable revenues, while safeguarding competitiveness and social fairness.
Introducing new resource taxes in Sweden presents both environmental opportunities and political challenges. A tax on timber could, in principle, generate positive climate and biodiversity outcomes by discouraging overharvesting and incentivising sustainable forest management. However, its implementation would be politically difficult. Since the onset of Russia’s invasion of Ukraine, Russian timber exports have fallen sharply, while Swedish exports have increased, boosting domestic revenues and reinforcing the economic importance of the forestry sector. At the same time, growing substitution of wood for concrete and steel in construction has further increased demand for timber. Against this backdrop, any new fiscal burden on the sector would be contentious. The forestry industry remains largely unregulated by market-based instruments, and despite recognition of the environmental need for stronger governance, there is currently little political momentum to introduce such measures.
Similarly, there is no active discussion of reintroducing the fertiliser tax, which was abolished in 2009. Policymakers view it as politically sensitive due to its potential impact on farmers’ production costs and Sweden’s agricultural self-sufficiency. With national elections scheduled for September 2026, the government is unlikely to reopen the issue before then, and even after the elections, strong opposition from the farming sector can be expected. The main counterargument centres on competitiveness: farmers warn that the tax would raise domestic prices, making imported produce more competitive and potentially undermining local production. The current government’s priority is to safeguard economic competitiveness and protect vulnerable sectors, particularly agriculture.
Overall, the public and political appetite for new environmental taxes is limited in the current context. Policymakers are cautious about introducing measures that could be perceived as burdensome during a period of economic uncertainty and inflationary pressure. There is, however, an emerging policy debate on ways to enhance the acceptability of environmental taxation, notably through mechanisms that return part of the revenues to households and firms affected by higher costs, such as rebates or tax credits linked to CO₂ taxation. Such approaches, by making revenue recycling more visible and equitable, could help rebuild public trust and lay the groundwork for broader acceptance of environmental fiscal reform in the medium term.
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