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Life in the fast lane – EU 

 

General EU green tax landscape 

 

Emissions trading scheme changes 

 

Examples of tax innovation 

 

3 



4 

0

2,000

4,000

6,000

8,000

1800 1850 1900 1950 2000

M
il
li
o

n
 t

o
n

n
e

s
 o

f 
C

O
2

North America

Western Europe (includes West and East Germany)

Centrally Planned Europe

Africa

Developing America

Centrally Planned Asia (including China)

Middle East

Far East (Including India)

Oceania

CO2 emissions by region, 1800-2007 

(fossil-fuel burning and cement) 

Source: Boden, T.A., G. Marland, and R.J. Andres (2010):  ‘Global, Regional, and National Fossil-

Fuel CO2 Emissions’ CDIAC, US Department of Energy 



Top Fossil Fuel Emitters (Absolute) 

The top four emitters in 2013 covered 58% of global emissions 

China (28%), United States (14%), EU28 (10%), India (7%) 

Bunkers fuel used for international transport is 3% of global emissions 
Statistical differences between the global estimates and sum of national totals is 3% of global emissions 

Source: CDIAC; Le Quéré et al 2014; Global Carbon Budget 2014 

http://cdiac.ornl.gov/trends/emis/meth_reg.html
http://dx.doi.org/10.5194/essdd-7-521-2014
http://www.globalcarbonproject.org/carbonbudget/
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UK Government  target is the reduction of carbon dioxide emissions by 

26-32% by the year 2020, and by at least 60% by 2050, compared to 

levels in 1990 

 

The construction industry is responsible for as much as 40 per cent of 

man-made carbon emissions 
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There are three steps to making use of the Renewable Heat Incentive (RHI): 

 

1: you install in your property renewable heat systems such as solar thermal 
panels, heat pumps or a biomass boiler 

2: you measure how much heat your renewable energy systems produce 

3: The Government will pay a fixed amount based on that output, the type of 
technology and the size of the system. 

The Renewable Heat Incentive is similar to the Feed-in Tariffs, a similar scheme 
for electricity generation, with some important differences: 

 

It will be paid for by the Treasury not by energy users. 

There is no ‘National Grid for Heat’ and so importing and exporting heat is not 
relevant. 

It will be introduced in phases, with residential schemes not eligible until Phase 2. 
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Feed in tariffs went live in April 2010   
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Environmental Taxes – Destination Europe 

 

Feed-in tariffs - payments to anyone who owns a renewable electricity system, for the energy they 
generate. Businesses, households, and any property owner are eligible. 

 

Feed-in tariffs can yield up to 41.3p/kW hr, plus an additional 3p/kWh when you export any surplus 
back to the grid. The exact amount depends on the type and size of the system used to generate 
renewable energy.  

 

An additional benefit of feed-in tariffs are that they reduce costs on a properties electricity bill. 

 

Feed-in tariffs are index-linked to RPI and can be paid for 20 years. Solar systems can qualify for 
25 years Feed-in tariffs. 

 

Over the life of the Feed-in tariffs they should cover the initial capital cost of installation and, 
according to the Government, earn a return up to 8% p.a. In practice that means you should earn 
back the capital cost at least two to three times over the duration of the tariffs. 
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Breaking news the new normal - Solar 
Under the new plans, the smallest solar arrays with less than 4kW of capacity 

would see generation tariffs on offer cut by 87 per cent from next January.  

 

Across the board, new bandings are being proposed for different arrays along with 

cuts of around 80 per cent.  

 

Moreover, a new digression pathway for cutting tariffs each quarter is proposed 

that would see FiT incentives end for new sub-10kW and 10,000kW-plus 

installations by January 2019. 

 

FiT – could be end of Solar as we know it in the UK. 
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If Government adopt proposed FiT cuts package would reduce spending by 

£450m in 2020/21 under its central scenario.  

 

That translates into a reduction in average household electricity bills of just 0.9 per 

cent or £6 a year  

 

Potential saving for a large energy-intensive industrial consumer is inevitably 

much larger at 1.4 per cent or £154,000. 
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In addition to the proposal to end pre-accreditation for projects trying to access 

the FiT  

 

- a move designed to make it harder for businesses to justify investing in new 

renewable energy technologies 

 

- the government has also proposed not extending the scheme to any further 

technologies, preventing extensions from existing installations from claiming 

FiTs, 
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It is a middle class subsidy hence withdrawal 

 

But we need to start somewhere 

 

To destroy the UK industry is just backward step 
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The UK has a declining trend 

Many other EU countries the same  

Scandinavia  always seen as a leading light but  

Denmark DK peaked below 5% of GDP in environmental 
taxes 

Today at just 3.9% 

 

The Reality on the Ground   
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Surprise challenger on environmental tax front Bulgaria over 
10% of tax take. 

Denmark drops to 7th    

France surprise last but socialist Government may change 
this 

Realistically Southern European tax numbers not reliable.  

Evasion 40% or more   

 The Reality on the Ground   
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The European Approach  
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Energy taxes are favourite  

But no general trend 

Cultural mind set  and political expedience decides 

Real zig zagging in implementation  

The Specifics 
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Quite a mix between EU states 

Around 50% of member states have reduced their tax take 
from environmental taxes 

Most interesting is that the net amount of take has also been 
reduced 

Reduced for EU25, EU27, and EA 15 

 

  

The Trend  
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Emissions Trading Scheme 

 
Phase III (2013–20), the European Commission has proposed a number of 

changes, including 

 

•the setting of an overall EU cap, with allowances then allocated to EU members 

•tighter limits on the use of offsets 

•limiting banking (stock piling) of allowances between Phases II and III 

•move from allowances to auctioning. 

 

Using a market based mechanism may have been a bad move as it has devalued 

the ETS impact if any 
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Modifications to the scheme for phase 4 – 2021-2028 

 

Announcement 15th July 2015 

 

Intense business pressure from high volume energy users 

 

The EU is concerned with carbon leakage and competitiveness 

 

Changes will be agreed in Paris summit end 2015 
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Modifications to the scheme for phase 4 – 2021-2028 
Changes: 

Benchmark values will be updated to capture technological progress in the different sectors. 
Current values are determined based on data from 2007-2008 and would not reflect the state of 
technology after 2020. 

 

Production data - the system will be more flexible by better taking into account production 
increases or decreases and adjusting the amount of free allocation accordingly. A specific number 
of free allowances will be set aside for new and growing installations. 

- 

Carbon leakage – as currently, beyond 2020 all major industrial sectors will be considered at risk 

of carbon leakage. 

- 

Indirect carbon costs – Member States are encouraged to use auction revenue to provide 

compensation in line with state aid rules 
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The overall quantity of allowances will decline by 2.2% every year starting from 

2021 as planned. 

 

Suspicion is that the new flexibility will effectively counter the 2.2% decline 

 

Strong political interest in reducing the overall ETS impact and integrity 

 

The world needs to join up and join in before the ETS is killed off 
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Car innovation – EC direct help 
EU-funded project has developed innovative components, chemical technologies and 
manufacturing processes for cheaper, more-dependable and greener Lithium-ion batteries.  

Boost competitiveness among European battery and electric vehicle manufacturers. 

The manufacturing process is also 15% cheaper 

• more environmentally friendly battery materials that reduce chemical use; 

• innovative processes (the use of aqueous slurries for electrode manufacturing) – to 
reduce electrode production costs and environmental pollution; 

• new assembly procedures (including the use of laser cutting and high temperature pre-
treatment) – to reduce the time and cost of cell fabrication; 

• an automated module and battery pack assembly line for increased production output 
and reduced cost; 

• lighter battery modules designed for easy assembly and disassembly for recycling 
battery components; 

• waste reduction – the modular design and use of new materials allows recyclers to 
safely recover active and inactive battery materials. 
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Unlocking new recharging solutions for electric cars 

 

The EU-funded FASTINCHARGE project is designing a more practical and efficient 

means of recharging electric vehicles (EV). In doing so, the project aims to make 

electric vehicles more appealing to consumers - helping car makers become more 

competitive. 

• FASTINCHARGE, due for completion in 2015 - both stationary recharging and the 

possibility of recharging en route. Researchers have completed the design of the new 

charging station,  

• The new wireless station equipped to exchange charging data (user ID, supplier ID, 

duration of charge and energy meter information) with the vehicle, and provide 

communication and guidance throughout the charging process. 

• project team is running series of tests of the panels in the northern French from October 

2014 until October 2015. The researchers will assess the efficiency and viability of 

wireless charging, the benefits to EV users and the impact on the electric grid 
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Concluding comment 

Much happening but real concerns 

 

EU seems to be drawing back from emissions trading rules 

 

Governments accepting massive carbon reduction targets but 

little likelihood to achieve them  

 

UK and other states reducing momentum to move towards 

renewables 
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Conclusion 

 

EU are leading Environmental Taxes but the rest of the world 

is threatening that commitment 

 

Paris 2015 will be a “huge success” but will it really.  

Will the US legislate, China, India – Australia.  
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