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PROGRAMME OF THE ETD WORKSHOP 

 

 

 
DIRECTORATE GENERAL FOR INTERNAL POLICIES 

POLICY DEPARTMENT A: ECONOMIC AND SCIENTIFIC POLICIES 

WORKSHOP: The Proposal for a new Energy Tax Directive 
- Programme - 

5 October 2011, European Parliament, Brussels 
Room ASP 3G2; 10.00 - 12.30 hrs, Interpretation: DE, EN, FR 

Chair: Dumitru STOLOJAN, ECON Vice-Chair 

10.00 - 10.15 h Introduction: Theodor Dumitru STOLOJAN, ECON Vice-
Chair 

10.15 - 11.45 h Presentation Session:   
 
What is the context of the proposal for a new Energy Tax 
Directive? The issue of CO2 reduction and coherent 
taxation of different energy sources. 

Opening remarks by Astrid LULLING, ECON rapporteur 
Guest speakers: 
 
Rolf DIEMER Head of Unit; European Commission, Directorate General 

Taxation and Customs Union, Unit C2: Environment and other 
indirect taxes 

 Basic overview on the Energy Taxation Directive proposal 
and its main aims (i.a. CO2 reduction, coherent 
framework) 

Nils Axel BRAATHEN  Principal Administrator, OECD Environment Directorate, 
Environment and Economy Integration Division 

 Possible economic and social impacts of the proposal for an 
Energy Tax Directive 

Sigurd NÆSS-SCHMIDT  Partner and Director, Copenhagen Economics 

 The proposed Energy Tax Directive: Implications for growth 
and competitiveness? 

Susanne ÅKERFELDT  Senior Advisor, Swedish Ministry of Finance, Tax and Customs 
Department 

 The application of energy and CO2 taxes in Sweden 

 
11.45 12.30 h  Discussion - Questions & Answers 
 

Closing remarks by Astrid LULLING, ECON rapporteur, 
and close of the Workshop by Theodor Dumitru 
STOLOJAN, ECON Vice-Chair 
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Rolf DIEMER 

Dr. Rolf Diemer is Head of Unit for 'Environment and other indirect taxes' in the European 
Commission’s Directorate General for Taxation and Customs Union. In this function, Mr. 
Diemer notably oversees the revision of the Energy Tax Directive. He is also responsible for 
environmental tax issues in general, as well as other indirect taxes like excise duties. 
Recently, his Unit has been entrusted with the task of elaborating a proposal for an 
European 'Financial Transaction Tax'. Prior to this, he headed the European Commission's 
department for value added tax and other turnover taxes. Preceding responsibilities as 
policy officer included the secretariat of the high-level Taxation Policy Group and work on 
the longer-term options for company taxation in the EU. 

Niels Axel BRAATHEN 

Nils Axel Braathen is Principal Administrator in the Environment and Economy Integration 
Division of OECD’s Environment Directorate, where he is working on analyses of 
environmental policy instruments; environmental taxation in particular. He is also, or has 
been, working on the economic evaluation of environmental externalities, transport and 
environment issues, the economics of waste and on macroeconomic modelling. Prior to 
joining the OECD in 1996, he was Deputy Director General in the Ministry of Finance, and 
prior to that, in the Ministry of Industry in Norway. He holds a Master’s degree in 
Economics from the University of Oslo in Norway. He has published articles in several 
journals and written several book chapters. 

Sigurd NÆSS-SCHMIDT 

Sigurd Næss-Schmidt is partner at Copenhagen Economics and has been project manager 
for a range of climate, energy and public finance related projects. He is also an external 
expert on German climate policy, Policy Fellow at the Finanzwissenschaftliches 
Forschungsinstitut an der Universität zu Köln (Fifo, German research institute) and member 
of an economic advisory group to the German Ministry of Finance. In addition to his 
engagement at Copenhagen Economics, Sigurd Næss-Schmidt has worked for the Danish 
Ministry of Finance, the OECD and the European Commission. At the Ministry of Finance, he 
was Director for the regulation of financial markets, government debt and international 
economy for 10 years. From 2003 to 2006, he was Head of the Danish delegation to the 
Economic Policy Committee of the ECOFIN and Chairman of its working group on 
Globalisation. He is responsible for a number of publications for the Ministry of Finance on 
tax issues, financial regulation and EU economic regulation. He has taught economics at 
Copenhagen University and Copenhagen Business School, and has a Master's degree in 
Economics from the University of Copenhagen. 
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Susanne ÅKERFELDT 

Susanne Åkerfeldt has a Master’s Degree in Law from Uppsala University, Sweden and is an 
Associate Judge of Appeal. She has been working at the Swedish Ministry of Finance, Tax 
and Customs Department since 1992, designing environmental tax policy and drafting 
legislation as well as co-coordinating it with other economic instruments both at national 
and EU level. She has a vast experience of international negotiations on energy and climate 
tax matters. In particular, her in-depth skills relate to how energy taxation interacts with 
other policy measures and how changes in the policy mix affect energy markets, the use of 
energy in different sectors and the risk of carbon leakage. Over the years, she has taken 
part in various international conferences relating to environmental taxation. She is 
Sweden's lead negotiator on the EU Energy Taxation Directive; which is currently in the 
process of revision within the EU. At national level, she chairs a working group within 
government offices on further reforming the Swedish energy and carbon taxation system, 
to bring it in line with current climate and energy policy objectives. 
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1. PRESENTATION BY ROLF DIEMER 
Head of Unit, European Commission, Directorate General for Taxation and Customs 
Union, Unit C2: Environment and other indirect taxes 
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European Commission
Taxation and Customs Union

Proposal for a revision of the EU Energy Tax 
Directive (ETD)
COM(2011)169

Accompanied by a Communication “Smarter energy taxation for the 
EU”

Com(2011)168

Rolf Diemer
Head of Unit

European Commission
DG Taxation and Customs Union

Directorate C – Indirect Taxation and Tax Administration
Unit C2 – Environmental and other indirect taxes
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European Commission /
Taxation and Customs Union

Content of the presentation

I. Reasons for the proposal

II. Main elements of the proposal

III. Other elements of the proposal

IV. Effects of the proposal
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European Commission
Taxation and Customs Union

I. Reasons for the proposal
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European Commission /
Taxation and Customs Union

Support the EU 2020 goals…

• Europe 2020 strategy – legally binding 2020 targets:
 20% cut in emissions,
 20% improvement in energy efficiency and 
 20% share of renewables

• March 2008 European Council:
 Bring the ETD more closely into line with the EU's Energy and 

Climate Change objectives

 Allow MS to make the best use of an existing policy instrument

• EP Report on innovative financing at global and 
European level (2010/2105/INI)
 Supports a comprehensive revision of the ETD to make CO2

emissions and energy content basic criteria for the taxation of 
energy products
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European Commission /
Taxation and Customs Union

…by removing inconsistencies in the ETD

• Current minimum rates unrelated to CO2 emissions and 
energy content:

 Motor fuels
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Figure 2: Existing minima expressed in euro per GJ 
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European Commission /
Taxation and Customs Union

 Heating fuels
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Figure 3: Current minima expressed in euro per tCO2 
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European Commission /
Taxation and Customs Union

 Consequences:

 Incentives contradictory to EU energy and climate goals
 No consistent price signal to reduce CO2 emissions or to save 

energy
 No European framework for CO2 taxation

 Inefficient energy use
 Promote diesel over petrol
 Promote coal over other heating fuels
 Discriminates renewables (biomass, biofuels)

 Distortions in the internal market
 Lack of level playing field for business consumers  

 can be better off compared to others depending on energy source 
used
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European Commission /
Taxation and Customs Union

Why revise the ETD now?

• MS are designing now their strategies to meet 
agreed targets in the most cost-effective way and
exit the crisis 

• MS and stakeholders need now legal certainty of 
possible uses of taxes in this context

• Revision ideally applicable as from 01.01.2013 (third 
phase Emission Trading System (ETS))

• Opportunity for a green tax shift:  shift taxation from 
labour to pollution and energy use to help create jobs 
and boost growth
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European Commission
Taxation and Customs Union

II. Main elements of the proposal

 

 



Policy Department A: Economic and Scientific Policy 
____________________________________________________________________________________________ 

 12 

 

 

 

5 October 2011 EP (ECON) - ETD workshop 10

European Commission /
Taxation and Customs Union

New rate structure with 2 elements…

CO2-related 
taxation 

Commission Decision 
2007/589/EC,
(Annex I, point 11, table 4)

Biofuels:
Directive 
2009/28/EC
(Annex III)

EUR/t CO2

emissions

CO2 emission factors

Energy related 
taxation

Fossil fuels: 
Directive 

2006/32/EC 
(Annex II)

EUR/GJ

Energy content 
Net Calorific Value (NCV)
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European Commission /
Taxation and Customs Union

Examples of  CO2 emissions factors and energy content

47,256,1Natural gas

270Bioethanol

370Biodiesel

94,5

74,0

69,2

CO2 Emission 
factors

(tCO2/TJ)

25,8Bituminous Coal

42,3Diesel

44,0Petrol

Energy content 
(Net Calorific Value in 

GJ/1000kg)

Energy product

 

 



Workshop Energy Tax Directive 
____________________________________________________________________________________________ 

 13 

 

 

 

5 October 2011 EP (ECON) - ETD workshop 12

European Commission /
Taxation and Customs Union

…resulting in:

 A logical and technologically neutral approach
 A consistent treatment of all energy sources
 A general CO2 price signal vital for the shift towards low 

carbon economy
 A general incentive to save energy
 An automatic incentive for less polluting energy products 

 CO2 element does not apply to sustainable renewables (biomass, 
biofuels)

 Energy tax element based on their own (generally lower) energy 
content

 Removing unjustified subsidies for certain fossil fuels (diesel,
coal)

 Harmony between energy taxation and the EU Emission 
Trading System (see next slide)
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European Commission /
Taxation and Customs Union

Harmony between energy taxation and the EU Emission Trading 
System (EU ETS):

• Exemption from CO2 taxation for energy consumed in 
installations covered by the EU ETS

 No overlap between CO2 tax and EU ETS

 EU ETS → covers CO2 emissions from installations under EU ETS

 CO2 taxation → covers CO2 emissions not covered by EU ETS 

 Avoiding current double burden for companies covered by the EU ETS

 Avoiding loopholes to evade responsibility for emissions

• Level playing field for the sectors exposed to carbon leakage
 Installations under ETS → free emission allowances

 Energy consumption not covered by ETS → CO2 tax credit (until 2020)
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European Commission /
Taxation and Customs Union

Impact on rates - motor fuels

• New minimum rates introduced in stages until 2018
– Tax based on CO2 emissions: 20€/t CO2 as of 2013
– Tax based on energy content: gradual increase to 9.6€/GJ by 2018

• This results in the following overall rates expressed in current
units: 

2.6

125

330

330

359

Current 
rate

500311125LPG (euro per 1000 Kg)

1/1/20181/1/20151/1/2013

10.76.62.6Natural gas (euro per GJ)

392377356Kerosene (euro per 1000 litres)

390362341Diesel (euro per 1000 litres)

359359359Petrol (euro per 1000 litres)
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European Commission /
Taxation and Customs Union Impact on rates - motor fuels

• As of 1/1/2023 MS also need to respect relationship between the 
different products in their national rates

 Needed to fully achieve the policy objectives of the revision

• Example: diesel / petrol:

– Currently: minima for petrol higher than for diesel (359 over 330 €/1000l) in spite of 
higher energy content of diesel 

– Revision:
• Alignment of tax treatment on the basis of energy content and CO2

 will lead to higher per-volume rate for diesel (390 against 359 €/1000l) by 1/1/2018 
 as 1 litre diesel emits more CO2 than 1 litre of petrol/ has higher energy content

• As of 2023: MS will have to reflect the relation in national rates
 Impact depends on how MS transpose this requirement
 May lead to important increases in diesel rates in certain MS
 But long transitional period foreseen

• Possibility for MS to apply reduced rate to commercial diesel deleted 
 Transport sector is fastest growing source of emissions
 Need to fully internalise external costs of transport sector 
 Now only used by 5 MS

– Consequences: 
• stabilisation of current petrol/diesel demand split
• Under-capacity of Europe: security of supply will improve
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European Commission /
Taxation and Customs Union

• Minimum taxation 
of ethanol 
compared to petrol

• Minimum taxation 
of biodiesel 
compared to gas oil

201,6201,60Ethanol 
(EUR/1000l)

359313,645,4Petrol 
(EUR/1000l)

TotalEnergy partCO2 part

316,8316,80Biodiesel 
(EUR/1000l)

390337,952,1Gas oil 
(EUR/1000l)

TotalEnergy partCO2 part

• Biofuels receive a ‘natural’ advantage

Impact on rates - motor fuels
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European Commission /
Taxation and Customs Union

Impact on rates - motor fuels

Alternative motor fuels: LPG/CNG
• Currently: 

– Minimum rates for LPG and CNG considerably lower than for other 
motor fuels

– Possibility for MS to apply full exemption 

• Revision:
– Gradual increase of minima by 1/1/2018
– Transitional period until 1/1/2023 during which MS may continue to 

apply lower tax rate down to zero
– Alignment of tax treatment of LPG and CNG to other motor fuels 

according to energy content by 1/1/2023.

• Motivation:
– Not renewable energy sources
– Environmental benefits are limited in terms of CO2 emissions
– Promoting these fuels hampers development of cleaner technologies
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European Commission /
Taxation and Customs Union

Impact on rates - heating fuels

• New minimum rates introduced as of 2013
 Tax based on CO2 emissions: 20€/t CO2
 Tax based on energy content: 0.15€/GJ

• Minimum much lower than for motor fuels
 Reflects rate levels in MS  (social considerations; preserve 

competitiveness of industry)
 Introduction of CO2 taxation requires substantial rate increases for 

certain products in certain MS

• As of 2013 MS need to respect relationship between the different
products in their national rates and fix equal level for respective 
use

• 9 MS may postpone introduction for the CO2 part of the tax until 
1/1/2021
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European Commission
Taxation and Customs Union

III. Other elements of the proposal
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European Commission /
Taxation and Customs UnionIndexation of minimum rates of energy-

related taxation

• Alignment of energy-related taxation to the HICP
 every 3 years
 Allows keeping the agreed level of harmonisation of rates 

intact. 
 Avoids erosion of tax receipts resulting from competitive 

pressure in MS being at or close to the minima. 

• Minimum rate of CO2-related taxation:
 No harmonised index to refer to
 Proposal foresees a revision every 5 years
 Based on a Commission report and proposal
 to ensure that it remains in line with the CO2 price under 

the EU ETS
 To minimise competitive distortion between ETS and non-

ETS companies 
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European Commission /
Taxation and Customs UnionTax exemptions and reductions

Existing exemptions and reduction maintained, BUT often made 
stricter

• Industry: reductions for energy intensive businesses or other 
businesses providing equivalent arrangements: 
 No longer possible below the minimum rates

• Agriculture: optional exemption for agriculture:
 Limited to energy-related taxation
 Made conditional upon counterpart (increased energy efficiency)
 CO2-related taxation applies (except if future studies show substantial 

risk of carbon leakage)

• Scope of many optional exemption or reductions limited to 
energy-related taxation

• Households: possibility for full exemption maintained (social 
reasons)
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European Commission /
Taxation and Customs Union

Regionalisation of taxes

• Currently:
– No possibility for regional variation in tax rates in current 

directive
– regions may be allowed to reduce rates on the basis of 

individual derogations according to art. 19 

• Revision:
– Possibility for individual MS to allow regions to increase 

their tax rates over the national tax rate on the basis of 
explicit country-specific authorisation (ES and FR)
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European Commission /
Taxation and Customs Union

Other issues

• Alignment of the ETD to Directive 2008/118/EC (general 
arrangements for excise duty) that replaced 92/12/EEC

• Update the list of energy products in the scope of the ETD 
(Articles 2(1) and 20(1)) to include certain biofuels and make 
the control and movement provisions of 2008/118/EC 
applicable to them

• Update the reference to the applicable version of the 
Combined Nomenclature (Article 2(5))

• Update the definition of “standard tanks” of commercial 
motor vehicles so as to reflect the fact that currently fuel 
tanks are not exclusively fitted to commercial vehicles by their
manufacturer (Article 24(2))
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European Commission
Taxation and Customs Union

IV. Impact of the proposal
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European Commission /
Taxation and Customs Union Environmental impact

• Depends on how MS will implement the new framework

• Impact on CO2 emission reduction can be considerable
 Up to -2% of total CO2 emissions by 2020

= -4% of emissions outside EU ETS
= -92 million tons of CO2

• CO2 is the only externality addressed by the proposal 
because:
 It is directly related to the fuel
 It does not depend on the combustion technology
 It is really cross-border in nature

• But proposal will lead to general environmental 
improvements, in particular of air quality
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European Commission /
Taxation and Customs Union

Economic impact

• Depends on how MS will implement the new framework

• Assuming additional revenue will be used to reduce charges on labour

• Impact on GDP:  

 Up to 0,21% and 0,27% additional GDP growth in, respectively, 2020 and 
2030  

• Impact on employment:

 Up to 0,29% and 0,39% growth in employment by, respectively, 2020 and 
2030

= 1 million additional jobs in 2030

• Provides on opportunity for MS to restructure tax systems in a 
more growth- and job-friendly manner

 There is room for increase in energy taxation and, more generally, 
environmental taxation 

 See next slide showing decline of such taxation since 1995 (in % of total 
tax revenue)

 

 

 

5 October 2011 EP (ECON) - ETD workshop 27

European Commission /
Taxation and Customs Union

Evolution of the environmental and energy tax revenues
 1995-2008, EU-25, in % of Total Tax Revenue
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European Commission /
Taxation and Customs UnionImpact on administrative burden

• Dual rate structure:
– In practice, MS can express overall tax level (CO2 + 

energy tax) into units used today (e.g. per 1000 l for 
petrol and diesel)

• Procedures for payment of the tax:
– As today, upon release for consumption of mineral oils (by 

refineries, storage warehouses, big energy consumers)
– Separate taxation of biofuels in mixtures:

• Based on existing accounts of excise warehouses and 
certification of respect of sustainability criteria needed 
for environmental purposes

 

 

 

5 October 2011 EP (ECON) - ETD workshop 29

European Commission /
Taxation and Customs Union

THANK YOU !

Unit C2 – Environment and other Indirect Taxes
European Commission

DG Taxation and Customs Union

TAXUD-UNIT-C2@ec.europa.eu

http://ec.europa.eu/taxation_customs/taxation/excise_d
uties/energy_products/legislation/index_en.htm
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2. PRESENTATION BY NILS AXEL BRAATHEN 
Principal Administrator, OECD Environment Directorate, Environment and Economy 
Integration Division 

 

 

 

 

 

 

 

 

Possible economic and social impacts of 
the proposal for an Energy Tax Directive

Presentation at a workshop held by the 

European Parliament
Brussels, 5 October 2011

By

Nils Axel Braathen

OECD, Environment Directorate
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Petrol vs. diesel

• The Commission has proposed that the minimum tax rates 
be increased, and that a principle of ‘tax neutrality’ should be 
strictly adhered to for motor fuels from 2023,

• This will mean that diesel will then become more heavily 
taxed than petrol. 

• While the environmental impacts of this could be important, 
the impacts on the car industry are, likely to be modest 
(unfortunately).

2
 

 

 

Nominal tax rates on petrol and diesel
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Is “technical neutrality” a threat to the diesel car?

This slide is borrowed from a presentation by 
Magnus Nilsson of Transport & Environment 4

 

 

 

Petrol taxes vs. diesel taxes I

• Because diesel-motors are more fuel efficient than petrol-driven 
motors, diesel-driven vehicles emit less CO2 per km driven than what 
petrol-driven vehicles does.

• However, this is not a valid argument for setting tax rates on diesel 
lower than tax rates on petrol – because the drivers benefit directly 
from this fuel efficiency advantage (the benefits are fully internalised). 

• One litre diesel causes more CO2 emissions than one litre petrol.

• And diesel-driven vehicles cause more harmful emissions of NOx, 
particle matter (PM10, PM2.5) and noise than petrol-driven ones. 

• Petrol-driven vehicles cause somewhat larger VOC emissions.

• None of these impacts are internalised – the drivers do not take these 
impacts into account in their decisions. 

• All in all, from an environmental perspective, tax rates per litre diesel 
ought to be higher than tax rates per litre petrol – not lower.

5
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• Many have thought that the NOx problem related to diesel-
driven cars had been adequately addressed via the ‘EURO’
emission standards that have gradually been tightened 
since the early 1990s.

• However, a recent, large, ‘real-world’ study in the UK found
– “that diesel cars and LGV emissions of NOx have not 

decreased for the past 15–20 years; even for Euro 5 vehicles”;

– “that the current light-duty test cycle is inadequate to ensure 
that real world emissions of NOx, particularly from diesel 
vehicles, decrease in line with emission limits”.

• http://uk-air.defra.gov.uk/library/reports?report_id=673

• Instead of addressing the real-world NOx emission problem, 
the car industry has ‘adapted’ their motors to the test cycles.

6

Petrol taxes vs. diesel taxes II

 

 

 

“Big trucks have tanks of huge 
capacity, which allow them to cover 
between 1 500 and 3 000 
kilometres on a single tank /…/ 
That means in reality that hauliers
involved in international activities 
conduct a kind of fiscal planning: 
they take advantage of the very 
significant differences in national 
excise duties on diesel fuel by filling 
up in Member States with the 
lowest taxes .”

COM(2002) 410 final 

http://www.satellite-sightseer.com/id/10759/Luxembourg//Bettembourg/Aire_de_Berchem

“Fuel tax havens” are pushing fuel taxes downwards, 
undermining the climate policy and fiscal sovereignty

This slide is borrowed from a presentation by 
Magnus Nilsson of Transport & Environment 7
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Diesel tax revenues per 
person, 2010
Source: Excise duty tables, TAXUD

“Fuel tax havens” are pushing fuel taxes downwards, 
undermining the climate policy and fiscal sovereignty

n.a.

This slide is borrowed from a presentation by 
Magnus Nilsson of Transport & Environment 

8
 

 

 

Economic impacts of higher energy taxes

• Fuel efficiency of the economy in response to higher 
fuel prices – comparison of two examples.

• Impacts of the Climate Change levy in the United 
Kingdom.

9
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Fuel taxes and fuel efficiency – Two examples
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• In Greece, where real fuel tax rates declined strongly for 
many years, there – for a long time – hardly were any 
fuel efficiency improvements in the transport sector.

• (The declining real fuel tax rates also contributed to declining energy tax 
revenues, measured in per cent of GDP. If the energy tax revenue share 
had been the same in 2008 as it was in 1994, and if GDP in 2008 had 
remained the same as it actually was, Greek energy tax revenues in 
2008 would have been EUR 3.3 billion higher.)

• In the UK, where the real fuel tax rates increased 
significantly, the amount of fuel used in the transport 
sector to produce one unit of GDP decreased 30%
between 1994 and 2008.

• In short: the fuel economy of the economies are likely to 
increase if energy taxes increase.

11

Fuel taxes and fuel efficiency – Two examples II
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Impacts of the UK Climate Change Levy

• Martin, de Preux & Wagner looked at the impacts of the 
Climate Change Levy on manufacturing firms in the UK, using 
micro-level data.

• Compared developments over time in firms that paid the full 
tax rates to firms that benefited from an 80% reduction in tax 
rates in return for having signed Climate Change Agreements.

• They found that paying the full rate clearly improved the 
energy efficiency of the firms in question…

• … and that it had no discernible impact on employment or 
output of these firms.

• In contrast, the targets negotiated under the agreements was 
found to have no environmental impact.

• In conclusion: Higher energy taxes don’t hurt the economy.

12Martin, de Preux & Wagner (2011), The impacts of the Climate Change Levy on 
manufacturing: Evidence from microdata, NBER Working Paper  No.17446.

 

 

 

Social impacts of higher energy taxes I

• Some energy taxes weigh more on low-income households 
than on others,  next slide.

• This is in particular the case for taxes on energy used for 
cooking and heating.

• Taxes on motor vehicle fuels are much less regressive –
because the poorest people do not own cars at all – but rural 
households (with cars) can be negatively affected.

• Governments should not ignore the distributional impacts of 
environmentally related taxes – but they should also consider 
the distribution of the environmental benefits the taxes can 
contribute to. 

• A wide range of features have been built into environmentally 
related taxes to help soften negative income impacts. 

13
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Payments of environmentally related taxes 
and charges in per cent of household incomes

14

Source: Leipprand et al., (2007) Links 
between the social and environmental 

pillars of sustainable development. Task 
1D: Environmental Taxes. [Contribution 

to the interim report of the SD Pillars 
project, AEA Energy & Environment 

2007.] Ecologic. September 2007 – as 
quoted in Ekins et al. (2011), Ecological 

Economics, Vol. 70, pp. 2472–2485

NB: The bars represent 
revenues from a broader 
spectrum of levies than 

only energy taxes.

 

 

 

• Attempting to make taxes both address the environmental 
issue and address any potential adverse distributional 
concerns risks undermining the ability of the tax to do either. 

• Such concessions typically result in some loss of the 
abatement incentive – leading higher emissions than 
otherwise.

• Progressive block tariffs or reduced rates, for example, 
provide fewer incentives for environmentally beneficial action 
and go against the notion that the polluter should pay. 

• Moreover, many of these features are in fact very poor 
measures of addressing income distribution, since those who 
are wealthy tend to use more fuel than poor people.

15

Social impacts of higher energy taxes II
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• Policy makers should be concerned not necessarily with the 
distributional impacts of specific policies and taxes, but with 
the redistributive aspects of overall governmental policy. 

• That is, it is better to account for the potentially regressive 
nature of energy taxes through broader means, such as 
– lowering personal income taxes, 

– supplementing low-income supports, or 

– even providing “green cheques” to some or all citizens. 

• And it is often forgotten that alternative policy instruments to
limit greenhouse gas emissions (e.g. stricter building 
standards), also can have negative income distribution 
impacts.

16

Social impacts of higher energy taxes III

 

 

 

Further information

• www.oecd.org/env/policies/database

• www.oecd.org/env/taxes

• www.oecd.org/env/policies

• Nils-Axel.Braathen@oecd.org

17
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Helge Sigurd Næss-Schmidt | Brussels | European Parliament  5th October 2011

The proposed Energy Tax Directive: 
 Implications for growth and competitiveness
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Helge Sigurd Næss-Schmidt | Brussels | European Parliament   5th October 2011

Back to basic: what is it all about?
 Energy taxes are ideally meant to achieve specific 

objectives other than raising revenues…
 …otherwise less distorting to raise revenues by VAT etc.
 What are these objectives?

>Climate change: reduce emissions of green house gases
>Energy security: less reliance on import of fossil fuels from unstable 

regions

 What are the implications of ”correct taxes”?
>Reduce carbon emissions: good for both objectives (Climate 

change and Energy security)
>Shift energy demand away from oil and gas

 What are the tax instruments?
>Tax on CO2, optimal for reaching emission targets. 
>Tax on energy content, distorts implicit net CO2 tax. Not efficient at 

reaching energy security goal.

 

 

 

3

From objectives to implications

Helge Sigurd Næss-Schmidt | Brussels | European Parliament  5th October 2011

Objectives

Climate 
changes

Energy 
security

Instruments 

CO2 tax and 
low carbon 
technology    
support

Differenti-
ated energy 
tax, not 
content 
based

Implications

Low carbon 
solutions

Stable, local, 
and primary
energy 
source
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But does the ”wrong” tax base matter? 

Helge Sigurd Næss-Schmidt | Brussels | European Parliament  5th October 2011

 ETD proposal for equal tax of                   ,
 but each fuel has unique characteristics.
 Hence, Energy content tax distorts the price of CO2.
 The real issue is bio fuels, which are exempt for CO2-tax but pays 

energy taxes, does this really make sense?

 

 

 

5

DK as an example: CO2 tax but a fraction of energy taxes in Denmark

 Present Danish CO2 tax on level with proposed minimum
 Energy tax component much higher per litre
 Danish CO2 objectives delivered mainly by the latter
 Much higher CO2 tax and lower energy tax rational
 Diesel to go up as response to new directive

Helge Sigurd Næss-Schmidt | Brussels | European Parliament  5th October 2011
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Effect on EU fuels prices

 Large group of countries below minimum diesel tax….
 …somewhat lower effect on petrol 
 Restructuring towards higher relative tax on diesel
 High tax countries: increased room for manoeuvre (reduced tank tourism)

Helge Sigurd Næss-Schmidt | Brussels | European Parliament  5th October 2011

 

 

 

7

Leakage in ETS and proposed energy tax directive

 Old approach
>ETS (up to 2013): largely free allowances
>Reductions to minimum level for energy intensive

 New approach
>ETS (from 2013): benchmark based free allowance to energy 

intensive, trade exposed industries
>ETD:

>Cleaning up: if ETS  covered then ETD does not apply
>ETS approach for CO2 tax part
>”old” style treatment of energy content part
>Not entirely logical: effects on leakage/competition depends on level of tax 

inclusive energy costs not the name of taxes!

Helge Sigurd Næss-Schmidt | Brussels | European Parliament  5th October 2011
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Dealing with leakage/competiveness: old/new approach

Energy tax directive ETS

Energy volume based taxes

”old”
approach

Reduction to minima if energy intensive
(energy costs 3% of production costs or taxable 
amounts 0,5 per cent of value added)

Free allowance to 
nearly all

Energy content tax CO2 tax

New 
approach

Reduction to minima if 
energy intensive
(energy costs 3% of 
production costs or taxable 
amounts 0,5 per cent of 
value added)

Method as ETS 
(CO2 tax credit)

Free benchmark 
based allowances 
based on energy 
intensity and trade 
exposure

Helge Sigurd Næss-Schmidt | Brussels | European Parliament  5th October 2011

 

 

 

9

Overall effect on prices, competiveness and jobs

 Modest effects on the overall cost of living…
 …and leakage towards non-EU countries
 In any case, EU countries has signed up to climate goals 

so what is the alternative?
>Wide agreement that tax instruments are cost effective

 Jobs and income distribution
>Some overly optimistic job gains in IA
>Recycling energy taxes as lower taxes on labour, however:

>Taxes on energy is also tax on gains from work efforts
>Low income, non employed  person are net losers

 Sober effects: job effects minimal with
>gradual implementation
>compensation to low income, non-employed persons

Helge Sigurd Næss-Schmidt | Brussels | European Parliament 5th October 2011

 

 37 



Policy Department A: Economic and Scientific Policy 
____________________________________________________________________________________________ 

 38

 

 

10

Overall evaluation

 Good:
>Reduce distortions in the actual taxation of fossil fuels…
>…as well as tank tourism particularly for diesel
>CO2 tax treatment integrated with ETS treatment of energy 

intensive, trade exposed sectors
>Allows member states flexibility to deal with vastly different de facto 

shadow carbon prices of meeting climate policy goals

 Room for reflection
>Energy content based tax has dubious own rational
>Treatment of bio fuels still problematic in same light
>Different treatment of CO2 and energy tax for energy intensive 

industries makes limited sense

Helge Sigurd Næss-Schmidt | Brussels | European Parliament 5th October 2011
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Ministry of Finance Sweden

1

The application of 

energy and CO2 taxes in Sweden

Workshop: The proposal for a new Energy Tax 
Directive 

Committee on Economic and Monetary Affairs, 
European Parliament, Brussels

October 5, 2011

Ministry of Finance, Sweden
Senior Advisor Susanne Åkerfeldt  
+46 8 405 1382; +46 70 681 25 99
susanne.akerfeldt@finance.ministry.se

 

 

 

Ministry of Finance Sweden

2

Outline of my presentation 
Calculating and Administering Two Separate 

Taxes on Energy Products

• Brief historic background and design of the Swedish 
system 

• Methods used by the Swedish Government to calculate 
and express energy tax and CO2 tax rates

• Administrative aspects – Operators and Tax 
Administration
– Practical experiences in general
– Control measures
– Handling of bio fuels
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Ministry of Finance Sweden

3

Brief historic 
background  Swedish 

energy taxation
• Energy tax introduced

– 1924 petrol ; 1937 diesel ; 1951 electricity ; 1957 oil, coal ; 1964 LPG ; 1985 natural 
gas

• Focus on energy taxes as policy instruments
– 1991 CO2 tax and sulphur tax on fossil fuels, along with existing energy tax. Part of 

major general tax reform.
– Climate and energy policy targets nationally and for the EU. The most cost effective 

way to reach them are taxes based on carbon content and net calorific value.

• Increased tax levels and fine tuning of tax system to ensure cost-effective taxation
– Two levels of taxation for heating fuels per ton CO2

• high for households and service (27 € in 1991 ; 114 € in 2011)
• low for sectors subject to international competition and carbon leakage = 

industry, agriculture and heat production in combined heat and power plants 
(CHP). In 1991: 7 €; in 2011 outside EU ETS 34 €, within EU ETS 0 € industry, 
8 € for CHP. Energy tax for industry within EU ETS used to fulfil EU minimum 
tax levels. 

– Energy tax strictly based on net calorific value of fossil heating fuels from 2011.
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Real GDP and CO2e emissions 
in Sweden, 1990 - 2007
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Sources:  For CO2e: Sweden's National Inventory Report 2010, 
submitted under the United Nations Framework Convention on 
Climate Change. For real GDP: Statistics Sweden

1990 – 2007: 
9 % reduction of CO2e 

emissions
+ 51 % economic 

growth

1990 – 2009: 
17 % reduction of CO2e 

emissions
+ 42 % economic 

growth
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Methods used by the Swedish 
Government to calculate and 

express 
energy tax and CO2 tax rates

 

 

 

Ministry of Finance Sweden

6

Basic principles I

• Tax rates are 

– calculated by the Government officials based on emission and 
energy value factors (SEK/ ton CO2 and SEK/kWh), but 

– in the tax law expressed in weight or volume units (litres, ton).

• No need to measure actual emissions at point of emissions to 
air 

– A sufficiently exact relation between fossil carbon content and 
fossil CO2 emissions can be established for different fuels.

– Tax payers declare fuels by volume or weight.
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Ministry of Finance Sweden

7

Basic principles II

• Tax base 
– present Energy Taxation Directive (energy products, all motor fuels, hydrocarbons 

as heating fuels). 
– presently, bio fuels are tax exempted in SE (low and high blends). In low blends tax 

exemption for bio fuels is max. 6,5 % ethanol in petrol and 5 % FAME in diesel. 
• Average factors are used 

– The Government has decided what average CO2 emission factors and average net 
calorific values to use for the calculations of tax rates. 

– After these initial decisions, there is no need to further look into these factors. 
• Tax level => tax rates in legal text (weight or volume units)

– The Government uses a tax level, e.g. for the CO2 tax presently 114 €/ton CO2, to 
calculate the tax rates for the different fuels, that are expressed in the tax law.

• Easy to calculate tax changes
– When CO2 tax changes are discussed, these are calculated by using the carbon 

content level in different fuels. Using those figures, the tax rates in weight or volume 
units are easily obtained.

 

 

 

Ministry of Finance Sweden

8CO2 emission factors for major 
fuels (Government bill 1989/90:111)

Heating fuels

Motor fuels

2 323 kg per 1 000 litresPetrol

2 138 kg per 1 000 m3Natural gas

2 484 kg per 1 000 kg Coal and coke

2 966 kg per 1 000 litres Heavy fuel oil

2 744 kg per 1 000 litres Diesel

Emission factorFuel type

Diesel and heavy fuel oil face the same tax per kg CO2 emissions, 
based on the average emission factor: ½*2 744+½*2 966=2 855
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Ministry of Finance Sweden

9

Calculating the Swedish CO2

tax 
Certain motor fuels and heating fuels

325 euro 

(2 998 SEK) 

per 1 000 litres

0.114 euro

(1.05 SEK)

2 8551 000 litres2710 19 61 to 2710 19 69

Heavy fuel oil

325 euro 

(2 998 SEK)

per 1 000 litres

0.114 euro

(1.05 SEK)

2 8551 000 litres2710 19 41 to 2710 19 49 

Gas oil

283 euro

(2 608 SEK)

per 1 000 kg

0.114 euro

(1.05 SEK)

2 4841 000 kg2701, 2702, 2704

Coal and coke

265 euro

(2 440 SEK) 

per 1 000 litres

0.114 euro

(1.05 SEK)

2 3231 000 litres2710 11 31, 2710 11 41, 2710 11 45, 
2710 11 49, 2710 11 51, 2710 11 59 

Petrol

Calculation of the 
CO2 tax rate per 
unit (3) = (1) x (2)

CO2 tax rate per 
kg CO2

(2)

CO2 emissions 
kg/unit

(1)

Unit CN-codes
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The Swedish energy 
tax

• Historically, the energy tax has been designed for mainly fiscal
purposes => no linkage to net calorific values.

• To create cost efficient incentives for energy efficiency the tax 
should be related to the fuels net calorific value (one price on 
energy). 

• From 2011 the energy tax on heating fuels is related to net 
calorific values; steps taken in this direction also for motor 
fuels. 
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Reforming the Swedish energy 
tax in 2011

Heating fuels

Motor fuels

332332Petrol (€ /1 000 litres)

27.7

36.4

86.7

145

Energy tax in 
2010

95.7Natural gas (€ /1 000 m3) 

65.8Coal and coke (€ /1 000 kg)

86.7Heavy fuel oil (€/1 000 litres) 

165Diesel (€ /1 000 litres)

Energy tax in 2011Fuel type

Note: By the reform, the energy tax rates for heating fuels were re-calculated 
according to energy content. The basis for the reform was the energy tax rate for 
heating oil, which corresponds to 0.87 eurocent/kWh. 

 

 

 

Ministry of Finance Sweden

12Calculating the Swedish energy 
tax 
Heating fuels

65.8 euro

(605 SEK)

per 1 000 kg

0.0087 euro

(0.08 SEK)

7 5601 000 kg2701, 2702, 2704

Coal and coke

86.7 euro 

(797 SEK) 

per 1 000 litres

0.0087 euro

(0.08 SEK)

9 9601 000 litres2710 19 61 to 2710 19 69

Heavy fuel oil

86.7 euro 

(797 SEK)

per 1 000 litres

0.0087 euro

(0.08 SEK)

9 9601 000 litres2710 19 41 to 2710 19 49 

Gas oil

95.7 euro

(880 SEK)

per 1 000 m3

0.0087 euro

(0.08 SEK)

11 0001 000 m32711 11 00 and 2711 21 00

Natural gas

Calculation of the 
energy tax rate per 
unit 

(3) = (1) x (2) 

Energy tax rate 
per kWh

(2)

Energy factor 
kWh/unit

(1)

Unit CN-codes
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13

Administrative 
aspects

Operators and Tax Administration

• Dividing an excise duty into an energy tax and a CO2 tax 
….
– means a new way for Governments to calculate national tax rates on 

fuels in order to design the taxes in a cost-effective way,

– does not mean a new tax system to administer for operators and tax 
administrations,

– a CO2 tax can easily be added to an existing energy tax system.

• How does such a system work in practice in Sweden?

 

 

 

Ministry of Finance Sweden

14Taxation points for energy taxes on 
fuels      - in the EU

Crude oil
etc.

Tax warehouse
where registered 
taxpayer is producing 
and storing refined oil 
products (petrol, 
diesel, heating oil) 

Registered tax payer, 
tax warehouse

Registered tax payer,   
tax warehouse

Not registered tax payer, 
no tax warehouse

(Consumer or retailer)

Registered tax 
payer, tax 
warehouse

(Large 
consumer or  
trader)

= Taxation point, typically an oil company (tax charged 
upon release for consumption outside a tax warehouse) 
or a large industrial consumer (tax charged upon own 
consumption). In Sweden there are roughly 300 
registered tax payers (warehouse keepers).

= Tax suspension regime (products can be handled without tax 
being charged), enables taxation closer to consumption.

General principle: Fuels shall be taxed 
at the time of production (incl. extraction) 
or import. 

Major exception: Tax suspension 
regime 
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General 
administrative aspects

• Same taxation points for energy tax and CO2 tax  
– Facilitates tax collection and control.
– Energy tax and CO2 tax are both covered by the framework of Directives 

2003/96/EC and 2008/118/EC.
– Same tax payers (warehouse keepers etc) and way of tax collection for both 

taxes.
– Low administrative costs for tax administration and operators. Administrative 

costs for the Swedish Tax Administration is 0.1 % of total revenues for energy and 
CO2 taxes.

• No need for tax officials or operators to measure either energy content or 
actual CO2 emissions from fuels released for consumption
– Energy tax and CO2 tax rates are in legal texts expressed in commonly used 

trade units, e.g. energy tax 10 euro and CO2 tax 20 euro per 1 000 kg coal.
– Data per volume or weight unit are given in tax declarations (e.g. amount of litres), 

two columns (energy tax and CO2 tax) instead of one for tax to be paid. 

 

 

 

Ministry of Finance Sweden

16Swedish tax administration 
system

Control measures

• Tax Administration sets strict criteria for approval of operators to act within the 
tax suspension regime.   

• Lump sum data in tax declarations need to be recorded on individual transaction 
basis in tax payer’s bookkeeping.

• Basic computer based control of tax declarations by Tax Administration.

• Risk analysis based selection for further audits.

• Basic audits – comprehensive checks of tax declaration data, annual financial 
reports, amounts of fuels reported in the Excise Movement and Control System 
(EMCS), etc.

• In depth audits, including visits at tax payer’s premises – checks of 
bookkeeping, incl. individual transactions checks with customers, checks of anti-
fraud systems at warehouses, often also checking other taxes such as corporate 
tax and VAT. 

• Computer support as much as possible.
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Handling of biofuels in 
the tax system I

• Operators are obliged to keep detailed stock accounts of all 
taxable fuels

– Verify fuel amounts being stored in tax warehouses or 
released for consumption. 

– Detailed Swedish accounting regulations are laid down by 
relevant national legislation. 

• Amount of bio fuels in blends 

– … are based on operators’ stock system, 

– … are verified by operator’s bookkeeping and regular auditing 
by the Tax Administration.
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Handling of biofuels 
in the tax system II

• Other EU legislation obligations

– Operators are already obliged by e.g. EU ETS and the 
Renewables Directive to report CO2 emissions and amounts of 
sustainable bio fuels, following detailed EU rules. 

• Sustainability criteria
– Fulfilling criteria is a condition for tax exemption of biofuels. 
– Operators are granted a certificate of sustainability, upon verifying  

a control system for these criteria for the whole production chain of 
the fuel (regardless of the origin of the fuel). 

– Such a certificate enables the operator to be granted a tax 
exemption for bio fuels when he is filing a tax declaration. 
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