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ETR policy development — key aspects

MOE issued several studies on environmental taxation
and environmentally harmful subsidies

Joint working group of Ministries of Finance (lead),
Environment and Economy

Group considered environmental, social and economic
aspects and developed design

German Parliament listened to stakeholders in several
public hearings in all stages of drafting legislation
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ETR in Germany 1999-2003 (I)

= Revenue-neutral shift of tax burden from labor taxes to energy
taxes

= 5 major yearly steps between 1999 and 2003

= Energy taxation

» |ncrease of taxes on fossil fuels used for transport and
heating

= New tax on electricity
» Phasing in by announced and small increases
= Special provisions for energy-intensive production

» Reduced rates for environmentally-friendly technology /
renewable energy
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ETR in Germany 1999-2003 (Il)

= Germany faced high labour costs and unemployment

» Revenues were used as follows:
86% for reduction of social security contributions
~6% for supporting renewable and energy efficiency
~8% as contribution to general budget



gtz WAS BRINGT DIE OKOSTEUER?

Campaigns highlighted
the advantages of the
Ecotax

effective climate protection is
profitable and protects the
environment
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Overall Impacts of energy price
iIncreases (including ETR) Iin 2003

— More T

ore

» Car sharing (+70%)

» Public transport (+5%)

» Energy saving technologies
» Energy efficiency

» Gas-powered cars (x10)

» Biofuel cars (x2)

» Renewable energies

» Fuel consumption (-17%)

» Unloaded truck mileage

(- 2%-points between 1998-2000)
» Fossil fuel imports (-13%)

» Overall tax burden (- 4 %)

Less
Source: Green Budget Germany calculations
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Direct impacts of ETR only in 2003

" More T

> CO, emissions (- 2-3%) » Tax on environmental ‘bads’:
> Tax on ‘goods’: Pension costs energy taxes
(-16 bn € or -1.7%) (+18.7 bn €) |
+ » Employment (+250,000 jobs)

» Pensions (+1.2 %)
+

» Partly also the impacts
shown on the previous slide

Less
Source: Green Budget Germany calculations

» Partly also the impacts shown
on the previous slide
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Monitoring and enforcement in Germany

» Reports were elaborated and published to evaluate the
Impacts of the reform including recommendations to
correct and fine tune certain aspects

» Enforcement and monitoring did not constitute major
problems

= Public administration costs were only around 0.13% of
all ETR revenues.



= Developed as a result of the Global Conference on
Environmental Taxation in 2007 together with Green
Budget Germany responding to a demand by policy
makers

Environmental Fiscal Reform

Sics-Orisntated Traming for Policy Misksn
drwrustration (foiah, Consullints and 30 Reprasentite

. = Building on the OECD Guidelines and using the Harvard
Business School Methodology of experimental learning

gtz L]
= Flexible design:
= Kick off workshop for awareness raising with
project partners / stakeholders: 1-3 h training

= In depth training including the elaboration of an
action plan: 1-3 days of training, depending on the
number of modules and case studies

= Sectors: Industrial Pollution, Transport, Fossil Fuels and
Energy, Waste Management
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Sector project
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Promotion of Strategies for
Sustainable Development

Unit 47 Environment and Climate
Change

Deutsche Gesellschaft flir Technische
Zusammenarbeit (GTZ) GmbH

Tulpenfeld 2
53113 Bonn, Germany

T +49 228 985 3329
F +49 228 985 7018

E rioplus@qtz.de
| www.gtz.de/rioplus
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