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"This report illustrated that carbon tax experiments have been attempted in all of the

Nordic countries, and that these experiments typically involved: 2) tax exemptions to energy-
intensive industries, so as not to reduce the international competitiveness of these industries.-
--While the application of eco-taxes is growing, governments remain cautious about their
use. Current concerns are: trade implications, resolving equity/distribution issues; and
deciding what should be done with revenues that are raised (OECD 1996a)”.
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(Ek2) Ax=—7 U D&REif
The Swedish taxation system has been characterised for a long time by both unusually high income taxes and high energy
taxes. In 1991, the need for a major tax reform in order to cut marginal taxes and to finance the large budget deficit lead
Sweden to significantly increase environmental taxes.

While in principle these taxes applied to all energy consumers, in fact some industries were granted tax concessions under
a 1974 law that ensured Swedish producers would not be disadvantaged relative to international competitors who faced
lower energy taxes. The main beneficiaries of the policy were energy-intensive industries, for whom the government
would “‘cap’’ their energy tax at a level of 1.7% of total product value.

In addition, because tax exemptions were granted to the most energy-intensive industries, the taxes were deemed to not
have any incentive effect at all. As such, the European Commission argued that they were merely a fiscal arrangement,
not the result of environmental or energy policies.

Source; OECD (1999a) Part 2
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WTO Agreement on Subsidies and Countervailing Measures 8-2-(c) (&#t4)

Uruguay Round CHEA. SAMBOIFRENE 1 9 9 94E R TR

(c) assistance to promote adaptation of existing facilities to new environmental requirements imposed by law and/or
regulations which result in greater constraints and financial burden on firms, provided that the assistance:

a. is a one-time non-recurring measures; and

b. is limited to 20 per cent of the cost of adaptation; and

c. does not cover the cost of replacing and operating the assisted investment, which must be fully borne by firms; and

d. is directly linked to and proportionate to a firm's planned reduction of nuisances and pollution, and does not cover
any manufacturing cost savings which may be achieved; and

e. is available to all firms which can adopt the new equipment and/or production processes.

OECD PPP document COM/ENV/TD(2001)44/REV2 p.17

Under article 31 of the ASCM, the Committee on Subsidies and Countervailing Measures was entitled to prolong or modify the
provisions of Article 8.2. While there was disagreement whether to extend the provisions or not, ultimately they lapsed due to a
failure to reach consensus in the Committee on Subsidies and Countervailing Measures.
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World Bank called for end to fossil fuel subsidies FT 12/3/97 ((&¥}5)

12Mar1997 WORLD BANK URGES END TO FOSSIL FUEL SUBSIDIES.

By Leyla Boulton in Washington.

Billions of dollars of environmentally damaging subsidies on fossil fuels, irrigation and pesticides should be elimi
nated, the World Bank said yesterday.

It said fossil fuels account for 90% of energy consumption and are an important cause of global warming.
Despite a halving of subsidies in the five years since the Rio "Earth" summit, there remained

considerable scope for further progress, particularly in the west.

Environment Matters, a bank report, noted that the industrialized nations of the Organization for

Economic Co-operation and Development accounted for two-thirds of subsidies with environmental

consequences.

Expanding the Measure of Wealth, another of three reports published by the Bank for the 5th anniversary of the

Rio summit, said for instance that German coal subsidies in 1993 accounted for 70% of $9.5bn in OECD gover
nment handouts to energy producers.

But eliminating OECD coal producer subsidies alone would reduce by 1.5% global emissions of carbon dioxide,
one of the greenhouse gases associated with climate change.

The report also complained that the rate of subsidy, as opposed to the overall quantity of subsidy indicated in th
e graph, remained particularly high among oil producers such as Iran and Saudi Arabia.

Environment Matters said the perceived benefits of subsidies were mostly illusory.

"While there may be 'good' subsidies in principle, in practice most are wasteful of scarce fiscal resources, miss t
heir intended targets (the poor, for example), and have the undesirable effect of stifling innovation and limiting c
ompetitiveness," it said.

It went on, however, to describe the removal of subsidies as just the "first step" to switching the world to more
environmentally sustainable development. Another important step was to reform prices of energy and other com
modities so that they incorporated the "full environmental and social costs of consumption".

Mr Ismail Serageldin, the Bank's vice-president for sustainable development, agriculture and water, said that "inco
rporation will show people that the perceived conflict between environment and development is not... real".

He added, however, that an important obstacle to such reforms was the fragmentation of policy-making, say on t
he use of the Nile's resources, among different government bodies, and in the case of some water basins, betwee
n countries.

The Bank also wants to plug the gaps in international agreements on global environmental problems. In this spiri
t, it yesterday unveiled a $27m agreement to compensate Russian factories for stopping by the end of 1998 prod
uction of ozone-destroying CFC gases.

FULL TEXT FINANCIAL TIMES 12/3/97 P4
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