
FISC Subcommittee of the European Parliament Public Hearing 
Green Taxation 

Panel 2 
 

12 July 2021  
 
 
Let me first clarify that all the views expressed today will be my personal views only. I am not 
representing the views of any of the organisations I work with.  

I have been invited to comment on the role of green taxation as a means of both funding and 
supporting Europe’s recovery. I believe that green taxes and other forms of pricing 
mechanisms have an important role to play in the recovery, but they should not be seen as an 
easy fix to the EU’s budget post-pandemic. 

To illustrate the limits to the use of environmental taxes and pricing instruments in funding 
the EU’s recovery, I will first discuss the example of carbon border adjustment measures (the 
so-called CBAMs). I have chosen to address this topic, as it is probably one of the most 
controversial proposals that has been made in the context of the EU Green Deal, including 
with respect to its use as a new own resource for the EU budget. Second, I will make a few 
more general comments about the role of a green tax reform in supporting the EU’s recovery. 

The inadequacy of CBAMs in funding the EU’s recovery 

I start with my comments on the CBAMs. In March 2021, the European Parliament underlined 
that the new revenues generated through the CBAM “should only be a by-product of the 
instrument”; that they “should allow for greater support for climate action and the objectives 
of the Green Deal” and “for an increase in the EU’s contribution to international climate 
finance in favour of Least Developed Countries and Small Island Developing States”.1 I largely 
agree with these views, and I will explain why. 

First, it is important to keep in mind that CBAMs’ revenues should be seen as a by-product 
and not as CBAM’s main objective. CBAMs, as most green taxes and other pricing instruments, 
cannot serve as a stable source of revenues. The European CBAMs will only generate revenues 
under specific circumstances, namely where the European carbon price is higher than the 
carbon price in place in third countries. These circumstances might change in the future. If 
they do, the CBAMs will no longer generate revenues.  

Second, if the EU adopts CBAMs, I am strongly in favour of using all the revenues to help tackle 
climate change in developing and least-developed countries. This is for two main reasons. 

The first reason relates to international trade law. To make CBAMs legally viable, it is crucial 
to ensure their compatibility with the law of the World Trade Organization. To put it simply, 
the risk is that CBAMs will be considered to unjustifiably discriminate against imported 
products, which could amount to a violation of the General Agreement on Tariffs and Trade. 
The allocation of CBAMs’ revenues is one, among many, features that could be used as 

 
1 https://www.europarl.europa.eu/doceo/document/TA-9-2021-0071_EN.html (at para. 33). 



evidence of a violation. If CBAMs’ revenues are used to support the EU’s recovery, this could 
be viewed as an indication that their primary objective is not to mitigate climate change but, 
rather, to favour European enterprises over their foreign competitors. In contrast, if CBAM’s 
revenues are used to support climate mitigation projects in third countries, for example 
through an international climate fund, this would suggest that they serve primarily as an 
environmental instrument and not as a protectionist measure.  

The second reason why CBAMs’ revenues would benefit from being earmarked for climate 
change objectives is not legal. Rather, it relates to their political acceptability. Environmental 
tax measures are more popular among citizens – or, at least, less unpopular - than other types 
of taxes. It has been shown that the political acceptability of green taxes is correlated to the 
way they are designed, and their revenues being spent. In other words, the way the revenues 
of the CBAMs will be allocated will influence how these measures are perceived. If the goal is 
truly to mitigate climate change, this should also be reflected in the way CBAMs’ revenues are 
being spent. 

The reasons that I have just set out call for using CBAMs’ revenues to support climate change 
projects. This necessarily implies that CBAMs would not be, at least directly, helpful in 
generating revenues to cover the costs of the pandemic in the EU and support other, though 
legitimate, non-environmental objectives. This illustrates the limits of CBAMs in funding 
Europe’s recovery. 

The role of green tax reforms in supporting the EU’s green recovery 

Yet, I do not want to give you the wrong impression that I am not enthusiastic about the role 
of tax systems, including green taxes, in the context of Europe’s recovery. I do believe that 
taxation has a significant role to play in ensuring that the recovery takes place in a sustainable 
way. Taxation can have a positive impact on sustainable development and environmental 
protection.  

A green tax reform at the level of the Member States and the EU is key for two main reasons.  

First, it makes sense to align the design of taxes on energy products, with the EU’s objective 
of mitigating climate change. By proposing a revision of the energy taxation directive, the 
European Commission is pursuing this goal. A previous attempt to revise the energy taxation 
directive failed, I hope that this new revision will go through.  

Second, it is key to reform tax systems to remove any tax measures that would have a negative 
effect on the environment, for example tax measures that encourage polluting activities and 
polluting behaviours. A prime example of such measure is the case of preferential tax regimes 
for company cars. As part of the EU’s Recovery and Resilience strategy, the EU should 
encourage Member States to avoid such policies. The elimination of environmentally harmful 
tax subsidies would not only improve the consistency of tax regimes, but it would also 
generate additional revenues that could be used for the EU’s recovery. 

To sum up, green taxes might not be the best instrument to generate revenues to cover the 
costs of the health crisis, but they should certainly be part of the political agenda to build and 
rebuild our economy in a more sustainable way. 
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