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ENVIRONMENTAL TAXES in 
Sweden have contributed to 
reducing sulphur dioxide emissions 
by 80%

The Political Economy of Environmentally 
Related Taxes

Environmentally related taxes are increasingly used in OECD countries, and ample and 
increasing evidence of their environmental effectiveness is now available. However, there 
remains a high potential for a wider use of these environmental policy instruments, provided 
that they are well designed and that their potential impact on international competitiveness 
and income distribution are properly addressed. In particular, the environmental effectiveness 
and economic efficiency of environmentally related taxes could be improved further if existing 
exemptions and other special provisions included in the taxes were scaled back, and if the 
tax rates were better aligned with the magnitude of the negative environmental impacts to be 
addressed.

Based on experience in OECD countries, this book provides a comprehensive discussion of 
these issues and of recent research on the environmental and economic impacts of applying 
environmentally related taxes – in particular, it looks at how to overcome obstacles to their 
implementation. It also discusses the environmental and economic effects of combining such 
taxes with other instruments for environmental policy.
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> THE TAX ON PLASTIC BAGS applied in Ireland 
since 2002 has contributed to the reduction in their 
use by more than 90%.

> REVENUE from environmentally related taxes 
equals around 2% of GDP in OECD countries

> ECOLOGICAL TAX REFORM in Germany has led 
to a 2-3% reduction in energy consumption and 
carbon dioxide emissions since 1999.

> THE PESTICIDES TAX, introduced in Denmark 
in 1996, contributed to a 10-13% reduction in 
pesticides use from 1995 to 1996.
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