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Our only problem is to step from the old, fossil 
bathtub into the nice new bathtub of solar energy...

Fossil energy bathtub

Solar energy bathtub

Sun 
Energy

With green taxes and 
solar subsidies, we 

make the transit 
faster and smoother!

TRANSITION FOSSIL TO SOLAR (1)
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Don’t scare people with higher prices forever – tell 
them about the sunlight at the end of the tunnel!

Bad energy
w/o ecotax

Bad energy
plus ecotax

Alternative
energy

Switching 
corridor

Switching price
- upper limit
- lower limit Sustainable 

price level

Bad news for finance mini-
sters: ecotax rates may still 
grow, but revenue declines!

TRANSITION FOSSIL TO SOLAR (2)

Sun 
Energy
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We’ve come to our next topic:

� Executive Summary/ Introducing Green Budget
� The challenge ahead – from bathtub to bathtub
� Germany’s point of departure in comparison
� Red-Green Ecotax Reform: facts and figures
� Some lessons from the German ETR debate
� Some remarks about the instrument debate
� A global perspective – epilogue with monkeys

CONTENT OF THIS PRESENTATION 
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Within the EU, the UK and D set a shining example
AGREED AND REAL REDUCTIONS OF GREENHOUSE GASES (BASIS 1990) 

Luxemburg

Germany

Spain

Belgium
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Ireland

France
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Danmark

Italy

United Kingdom

EU-Total

Sweden

Portugal

Source: EU-Commission

Real Development 
1990- 2000

Target Average
2008 - 2012

Real Development: 
Half of the Target
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But in per capita volumes and in the long run, both 
countries are close to EU average

CO2-EMISSIONS PER CAPITA IN 2000 (TONS)

Source: EU-Commission

EU-Average: 11
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D

Putting things in perspective: Ecotaxes still small

D

GERMAN ECOTAXES IN COMPARISON TO JAPAN (in Bn. Euro)

Japan 2003
z Population: 125 million
z GDP: 3798 billion Euro
z Taxes 16% 
z Social Security 11% of GDP
z Ecotaxes: 1,7% of GDP

Germany 2003
• Population: 82 million
• GDP: 2215 billion Euro
• Taxes 21% of GDP
• Social Security 18% of GDP
• Ecotaxes: over 10% of 

all taxes and contributions*
z About 4% of GDP*
*   Including road toll of 2005 and non-energy taxes 

like land tax, tobacco tax etc.

3.798

1025

27% 65 < 1,7%
GDP Taxes +    Ecotaxes

Social Sec.  

100%

100%

39%
= 4%

2215

864

89*

(Percentage values = Share of GDP)

German ecotax
share more 

than double!
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Japan seems to have a hard time to fulfil the 
obligations that were agreed upon in Kyoto

2

13,4

19

-7,4

21

6

Gap until 2005 Fulfilled since 1990 Target  in 2010

Compared to 1990, Japan 
should save 6% CO2 – but it 
raised emissions by 7,4%.
So now the gap is 13,4%.

TARGET AND REAL CARBON REDUCTIONS (BASIS 1990) 

By the way,
isn’t Kyoto a 
city in Japan?

Source: Japan Times October 26, 2005
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We’ve come to our next topic:

� Executive Summary/ Introducing Green Budget
� The challenge ahead – from bathtub to bathtub
� Germany’s point of departure in comparison
� Red-green Ecotax Reform: facts and figures
� Some lessons from the German ETR debate
� Some remarks about the instrument debate
� A global perspective – epilogue with monkeys

CONTENT OF THIS PRESENTATION 
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German ETR fulfilled its promises for economy and 
ecology, but was less successful in political terms

EXECUTIVE SUMMARY (0)

WE MUST IMPROVE THE 
POLITICAL MARKETING!

– – – –
–

+ + + +
+ + + +

IN TOTAL

Remained a net burden de-
spite of good debate start

– – –+Political

It did what it promised, with a 
little help from oil prices

–+ + + +Environmental

None of the dire predictions 
came true!

–+ + +Economical

CommentNeg.Pos.Effects
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Germany’s Social-Ecological Tax Refom: 
What did we do?
Steady tax increases 1999-2003:
� Diesel/Petrol: +3,07 Ct/litre p.a. 1999-2003
� Electricity: +1.02 Ct/kWh in 1999                    

+0.26 Ct/kWh p.a. 2000-2003
Single tax increases (only once or twice):
� Natural gas: +0.16 Ct/kWh in 1999 

+0.20 Ct/kWh in 2003
� Light heating fuel: +2,05 Ct/litre in 1999
Special provisions with reduced rates for industry, railways, 
public transport, energy intensive firms
Revenues in 2004: 18.7 bn € (= 2% of total contributions); 
mainly used to reduce social security payments

OVERVIEW GERMAN ETR
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Energy taxes in Germany increased by 55 percent, 
additional increase in 2005 through truck toll

FINANCIAL EFFECTS OF ETR IN GERMANY (IN BILLION EURO)

Energy taxes 
2003/2005

Energy taxes 

18,7 Bn €
= 

55% in-
crease

Electricity (0 → 2,1 cents/kwh)

1998

6,5

5,0
1,8

16,0

22,834,1

2005

New 
Road toll

+ 3,0

Fuel oil (4,1 → 6,2 cents/l)

Diesel (31,7 → 47,2 cents/l)

Petrol (50,1 → 65,6 cents/l)

Natural gas (0,2 → 0,6 cents/kwh)

ETR

~ 53 3,0 Road Toll (0 → 9-14 cents/km)
~ 56

Total green taxes almost 90 
Bn (incl. tobacco, land etc.)

1999 +4,3

2000 +2,5
2001 +3,0
2002 +2,5

2003 +4,3
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Most energy taxes were increased by high percentages

2,12.1-kWhElectricity

0,40.60.2kWhNatural gas

2,16.24.1litreHeating oil

15,547.231.7litreDiesel

15,565.650.1litrePetrol

after 
ecotax

prior to 
ecotaxUnitEnergy 

source

∆
99-0320031998

TAX RATES ON ENERGY 1998 – 2004 (EURO CENT PER UNIT ENERGY)

31% 
increase

49% 
increase

51% 
increase

200% 
increase
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Almost 90 Percent was recycled to citizens in order 
to reduce labour cost

GERMAN ETR: RECYCLING OF THE RETURNS

9%
3%

88%

Decrease in pension costs:
� Calculative: 1,7 % (ca. 480 € 

relief in average per employee)
� In fact: only 0,8 % (because of  

contrary effects)

Pension 
system

Budget use
(mainly in 
last year)

Environment Projects 
• Renewable Energies

• CO2-reduction for 
buildings

Our Comment:
• Great idea, 

at least in 
principle

• Less than 
perfect 
execution= 17 Bn relief for employers, 

employees and pensioners
Economy

Govt.
Soc. Sec.
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19
31 33 33

50

65 66 71
10

15 16
18

D 1999 D 2003 D 2005 UK 2005

The base cost (cost before tax) rose much more 
than ecotaxes

GERMAN PETROL PRICES IN COMPARISON (EURO CENT / LITRE SUPER)

79

111 115
122

Value 
Added Tax

Cost 
before tax

Mineral 
Oil Taxes

+42%

+80%
32 31

67

8

5

6

Japan 2005 USA 2005

104

45

Does Tanigaki-San know that 
like GB, Japan is an island?



Exhibits Dr. Görres/
Green Budget Germany

23 October 2005

www.eco-tax.info 
www.foes.de Page 17

© Dr. Görres – www.foes.de   October 2005 German Ecotax Reform and Japan – Exhibit 33GBG

Over 120 Billion of taxes and subsidies directly 
affect the environment

FISCAL INSTRUMENTS WITH ENVIRONMENTAL IMPACT IN GERMANY (Bill. Euro)

89

6

-26

Green Taxes Green
Subsidies

Harmful
Subsidies

Includes 4-
5 bn. paid 
by utilities

Conclusions
• Taxes have 15 x more weight 

than green subsidies
• Harmful subsidies are 4-5 x 

bigger than green ones
• Cutting bad subsidies perhaps 

most important venue
• Red-Green Coalition had biggest 

impact through ecotax

Comments
• Negative value = environmentally, not 

fiscally!
• Many indirectly harmful subsidies here not 

considered
• Green taxes include road toll with 2005 

volume
• Green subsidies include Third-party-

subsidies (mainly EEG)

Impact of Red/Green Coalition Σ
24 6 4 34

Estimated 
world total:
$ Bn. 1500

Includes 
non-energy
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In Germany, the pressure on ecologically 
counterproductive subsidies is mounting

0,9
2,0

3,2
3,3

4,0
5,9
6,4

0,5
0,6

1,0
1,5

2,4

1,7
3,0

4,7
6,6

15,7
21,7

27,8

GREEN TAXES (2004):                  89
Non-Energy

Heating Oil
Toll (2005)
Natural Gas
Non-Energy
Electricity
Diesel
Petrol

POSITIVE SUBSIDIES (2004):       6

NEGATIVE SUBSIDIES (2004):            26

Air Traffic (TB)
No VAT, no Kerosene Tax

Nuclear Energy (TB)

Coal and Lignite (SU)
Industry Eco Tax Red. (TB)
Commuters (TB)

Home Builders (TB)
Diesel Tax Reduction (TB)

REN Market Intro (SU)
Other direct subsidies
REN Bio-Fuels (TB)

REN Act – EEG (TPS)

Co-Generation (TB)

LEVIES AND SUBSIDIES WITH ENVIRONMENTAL IMPACT IN GERMANY (Bill. Euro)

Increasing pressures:
• Fiscal deficit rising (Maastricht!) 
• Growing critique of overcomplexity
• Growing demands for tax reform
• Fiscal needs of the future
TB: Tax Break SU: Subsidy TPS: Third Party Subsidy

Tobacco, land, alcohol...
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First Results of Ecological Tax Reform
POSITIVE EFFECTS ON NATURE, INNOVATION AND LABOUR

¾Fuel consumption (>10%)
¾CO2-emissions (2-2,5%)
¾Overall tax burden
¾Pension costs (5,6 bn)
¾Costs for industry (1 bn)
¾Empty truck travel
¾Imported fossil fuels (14%)

¾Car sharing
¾Energy saving technologies
¾Energy efficiency
¾Gas-powered cars (x10)
¾Job creation (≈ 250.000)
¾Renewable energies
¾Tax shift towards natureLess

More
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The two exceptional cases in the EU: CO2 transport 
emissions are falling in Germany and the UK

IMPACT OF ECOTAX ON TRANSPORT EMISSIONS IN D AND UK

-3%

-2%

-1%

0%

1%

2%

3%

4%

5%

1996 1997 1998 1999 2000 2001 2002

A
nn

ua
l c

ha
ng

e 
in

 C
O

2 
em

is
si

on
ss

Ecotax 1999-2003Fuel Duty Escalator 1993-1999

Other EU

Germany

UK



Exhibits Dr. Görres/
Green Budget Germany

23 October 2005

www.eco-tax.info 
www.foes.de Page 19

© Dr. Görres – www.foes.de   October 2005 German Ecotax Reform and Japan – Exhibit 37GBG

58,3 % 65,4 % 65,3 % 64,2 % 65,6 %

13,9 %
10,9 % 10,3 % 10,9 % 8,3 %

16,6 %
15,9 % 16,4 % 16,7 % 16,4 %

11,2 % 7,8 % 8,0 % 8,2 % 9,7 %

1970 1990 1998 2000 2003

Since 1998, the tax share of nature has increased
RELATIVE BURDEN SHARES IN TOTAL LEVIES GERMANY 1970 - 2003

+10-15% 
burden shift 

needed!

Nature

Neutral

Capital

Labour

Nature: Taxes on 
energy, land, toll etc.

Neutral:
VAT, duties etc.    

Capital: business 
and capital taxes etc. 

Labour: income tax,  
social security

Increase ~20  percent

© Dr. Görres – www.foes.de   October 2005 German Ecotax Reform and Japan – Exhibit 38GBG

While the US increased their oil imports by 21  
percent, Germany reduced it by 14 percent

TOTAL CHANGE IN OILIMPORTS FROM 1998-2004 IN MILLION BARRELS PER DAY

-0,4082,4592,867Deutschland

2,08811,8519,764USA

Absolute
Change Change in percent20041998

-14

21

Saving energy perhaps less 
costly than fighting wars for oil...
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We’ve come to our next topic:

� Executive Summary/ Introducing Green Budget
� The challenge ahead – from bathtub to bathtub
� Germany’s point of departure in comparison
� Red-Green Ecotax Reform: facts and figures
� Some lessons from the German ETR debate
� Some remarks about the instrument debate
� A global perspective – epilogue with monkeys

CONTENT OF THIS PRESENTATION 
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Only 20 years from textbook to lawbook
BRIEF HISTORY OF ETR IN GERMANY

1978 First proposal Hans Christoph Binswanger, Swiss economist
1980ies Politicians, parties, NGOs like BUND, and others discover the concept 

(e.g. Prof. Ernst von Weizsäcker). Radical approaches even advocate 
total substitution of conventional taxes through ETR (UPI)

1990ies Double Dividend Debate. Social Democrats and Greens take ETR 
into their programmes, but unification distracts from the debate

1994 FÖS/GBG presents first FÖS-Memorandum after DIW-study 
financed by Greenpeace. Both claim: Double dividend is possible. 
Second round of  intensive political debate – in theory, all parties are 
in favour. But Helmut Kohl wins election and freezes debate.

1998 Green Party triggers third round of debate with demand for fuel price 
to 5 DEM/litre. ETR becomes important issue in 1998 campaign

1998 Gerhard Schröder leads Red-Green Coalition to its first victory.
1999 On April 1st, German ETR enters into effect – after two decades.

(Pigou: 1924)


