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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

on the Green Paper on market-based instruments for environment and related policy 
purposes
(2007/2203(INI))

The European Parliament,

– having regard to the Green Paper on market-based instruments for environment and 
related policy purposes (COM(2007)0140),

– having regard to the Presidency Conclusions of the Brussels European Council (8-9 
March 2007), including the Energy Policy for Europe in Annex I,

– having regard to the European Environment Agency Report ‘Using the market for cost-
effective environmental policy’ (No 1/2006),

– having regard to Rule 45 of its Rules of Procedure,

– having regard to the report of the Committee on the Environment, Public Health and Food 
Safety and the opinions of the Committee on Industry, Research and Energy and the 
Committee on Economic and Monetary Affairs (A6-0000/2007),

Environmental objectives of the Union and background

A. whereas the data on climate change indicate that rigorous action will need to be taken to 
limit its effects, whereas the European Council has set minimum CO2 emission reduction 
targets of 20% by 2020 and 60% by 2050, and whereas the European Council has set 
targets of a 20% share of renewables in energy consumption and a 20% improvement in 
energy efficiency by 2020,

B. having regard to the various types of pollution and the risk of natural resources running 
out,

C. whereas there is a high risk of numerous animal and plant species disappearing, and 
whereas the Union has set a goal of stopping the loss of biodiversity by 2010,

D. having regard to the steady increase within the Union of traffic connected with transport, 
in particular the transport of goods, and to the resulting increase in energy consumption,

E. whereas wide disparities exist between Member States as regards both environmental 
taxation (ranging from 2% to 5% of GDP) and the use of market-based instruments, and 
whereas the share of environmental taxes in Member States’ GDP has been falling for the 
past five years,

F. whereas taxes on energy account on average for 76% of environmental taxation and taxes 
on transport account for 21%,

G. whereas households bear the bulk of the burden of environmental taxes even though other 
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sectors of the economy are the main energy consumers and transport users,

H. whereas the response to the forecast global impact of climate change must be not merely a 
decoupling of growth from production and consumption patterns but also a change in our 
development model,

Criticisms of the Green Paper

1. Welcomes the reference to the polluter pays principle but criticises the fact that the link to 
market-based instruments for environment purposes is weak;

2. Criticises the fact that the Green Paper concentrates mainly on atmospheric pollution and 
global warming and disregards the environmental impact of all production and distribution 
processes and consumption patterns;

3. Criticises the fact that the international dimension is touched on too briefly;

Principles

4. Recognises that market-based instruments for environment purposes are one of the ways 
of achieving environmental objectives at a reasonable cost; stresses that they cannot be a 
substitute for environmental legislation which lays down targets to be achieved and 
standards to be complied with and that their effectiveness depends on how they are 
coordinated with and complement other instruments;

5. Stresses that market-based instruments must be economically and socially acceptable, 
particularly for people who earn less than the median wage in each Member State;

6. Considers that one of the principles underlying the application of rates must be that they 
are progressive and gradually increase over time;

7. Emphasises the important role of environmental taxation in achieving environmental 
objectives and the absolute need to harmonise certain measures at European level in order 
to avoid economic distortions between undertakings and between regions;

8. Considers that European taxation measures cannot be limited to permit or quota trading 
schemes as such schemes are not the most appropriate way of achieving reduction targets 
for certain emissions;

9. Points out that despite the unanimity requirement in the area of taxation the treaties offer 
the possibility of enhanced cooperation, and draws attention to the existence of the open 
coordination method; calls on the Member States, therefore, to make progress on the issue 
of environmental taxation at European level in order to prevent all forms of fiscal 
dumping; 

10. Supports the reduction in taxes on labour, but stresses that it is not linked solely to the 
reform of environmental taxation; believes that it should be part of an overall tax reform 
seeking a fairer distribution of the burden between employees, consumers, enterprises, 
income from capital and financial services in order to achieve environmental and social 
justice objectives;
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11. Considers that price increases are a way of influencing production and consumption 
patterns and the use of certain modes of transport; stresses, nevertheless, that price 
measures can have a limited impact because of the weak elasticity in certain sectors;

12. Considers that the introduction of market-based instruments resulting in price rises must 
not lead to the exclusion from the market concerned of people who earn less than the 
median wage, and that for these groups compensation measures need to be introduced at 
the same time; 

13. Stresses the need to obtain precise data on the impact of product life cycles and of 
lifestyles with a view to focusing on the most effective measures;

Which instruments for which sector?

14. Deplores the delay announced in the revision of the legislation on the CO2 emissions 
trading scheme; considers that as part of this revision there should be a substantial 
reduction in the share of CO2 quotas allocated free of charge;

15. Points out that the transport and building sectors account for a large share of energy 
demand and CO2 emissions not covered by the CO2 emissions trading scheme;

16. Considers that the revision of Community legislation on the taxation of energy products 
should be carried out in conjunction with that on heavy goods vehicles (Eurovignette) in 
order for environmental taxation to bring about a rapid change in behaviour in the various 
sectors of the economy;

17. Believes that application of the Eurovignette Directive1 should be made compulsory in all 
Member States so as to achieve a better internationalisation of external costs; considers 
that the scope of the Eurovignette Directive should be extended to the entire road network 
to stop traffic transferring to roads which are currently excluded;

18. Considers that as part of the revision of the legislation on the taxation of energy products 
the minimum rate of taxes on transport for industrial or commercial purposes should be 
raised; supports the differentiation of taxation into an energy component and an 
environmental component based on the level of CO2 emissions; stresses that a rate 
fluctuation band which includes a high minimum rate should be introduced to prevent 
distortions between the Member States;

19. Calls on the Commission and the Member States to do away with the derogations and 
exemptions contained in the directive on the taxation of energy products2 and to consider 
that no energy source should be tax exempt in future;

                                               
1 Council Directive 93/89/EEC of 25 October 1993 on the application by Member States of taxes on certain 
vehicles used for the carriage of goods by road and tolls and charges for the use of certain infrastructures (OJ L 
279, 12.11.1993, p. 32).
2 Council Directive 2003/96/EC of 27 October 2003 restructuring the Community framework for taxation of
energy products and electricity (OJ L 283 of 31.10.2003, p. 51).
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20. Considers that the building sector offers strong prospects and calls on the Member States 
to strengthen their incentive policies aimed at achieving the goal of a reduction in demand 
for energy and CO2 emissions; stresses the importance of supporting the development of 
passive, positive energy housing;

21. Suggests that the funding of energy efficiency improvements in the social housing sector 
should be eligible for compensation under plans modelled on the Kyoto Protocol 
mechanisms;

Specific instruments and sectors

22. Considers that reform of subsidies which are damaging to the environment must not be 
limited to the CAP;

23. Looks to the Commission, when it revises the Community guidelines on state aid for 
environmental protection, to take proper account of the need to influence production, 
traffic, transport and consumption patterns;

24. Considers that the introduction of a reduced rate of VAT on environmentally friendly 
products must be subject to strict rules to ensure it is of genuine benefit to consumers, and 
must be accompanied by additional schemes such as eco-labelling and a system which 
enables products to be compared easily;

25. Opposes the establishment of a permit trading scheme in the area of biodiversity or for 
NOx and SO2;

26. Calls on the Commission to include among its initiatives the retention of the current 
mechanisms employed by the Member States to support the development of renewables; 
considers that further assessments are necessary, in particular as regards the life cycles of 
biofuels;

The international dimension

27. Supports the introduction of a border adjustment instrument for the purpose of achieving 
the objectives of reducing CO2 emissions and maintaining the Union’s economic 
competitiveness; calls on the Commission to make use of studies carried out in a number 
of Member States to draw up a report on the adoption of such an instrument and to prepare 
a legislative proposal;

28. Considers that in order to be internationally acceptable, such an instrument would need to 
take account of best available techniques and be favourable to third countries, particularly 
developing countries;

o

o        o

29. Instructs its President to forward this resolution to the Council and Commission, and the 
governments and parliaments of the Member States.
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EXPLANATORY STATEMENT

The European Union is particularly active on environmental issues and has taken the initiative 
on numerous ideas and actions both within the EU and in the international arena, e.g. the 
Kyoto Protocol. This is a responsibility the EU has on account of Europe’s history and its 
industrial and economic development, and it means that we need to provide leadership and 
play a pioneering role in environmental policy. 

The setting-up of the European Parliament’s temporary committee on climate change is to be 
welcomed.

With today’s increased environmental demands, tackling climate change requires much 
stronger action than that which has been envisaged thus far.

To do that we need to understand that our societies function on wealth creation as a 
framework for economic and social progress. This wealth creation has always depended on 
increasing flows of materials and energy.
It is now clear that this equation is no longer tenable: the increasing scarcity of many natural 
resources over the short, medium and long term will lead to a steady increase in the cost of 
obtaining and using them and increased worldwide demand for them.

Action also needs to be taken to restore biodiversity, the aim of which being not to preserve a 
living museum but to maintain or restore the vital ‘services’ which ecosystems perform for us. 
At stake are the level and quality of agricultural harvests, the quality of the air, water and soil, 
etc.

At the moment scarcely any account is taken of the environmental costs of human activities, 
particularly industrial and economic activities, known technically as ‘external costs’. 

The European Union is determined to control more effectively the impact of human activities 
on the environment and fully understands the need to diversify its approach in order to 
achieve the objectives it has set. 
Accordingly, alongside its laws and the targets and standards it has set itself, the European 
Union has also developed other tools to help improve the environment, including subsidies,
the part of the 7th FPRD earmarked for research and eco-technologies to support sustainable 
development, information campaigns and preventive action. 
In addition, market instruments, which are a route already explored by the EU, now need to be 
given particular attention and backed up by new proposals.
Using the experience gained by certain Member States, the EU is in a position to propose a 
Community approach in this field by initiating new schemes and promoting the exchange of 
good practice between Member States. Such a Community policy will, of course, require the 
approval of all Member States and will need to overcome the concerns of some of them on the 
question of tax harmonisation. If that cannot be achieved then the policy could be 
implemented on the basis of enhanced cooperation between Member States.
The main instruments which we will address, insofar as they relate to the various sectors, are 
financial incentives and taxes. Your rapporteur is well aware of the need to deal in detail with 
issues such as waste, water policy, soil, etc. but wanted to concentrate on the priority sectors 
and identify the principles to be applied to market instruments for environment and related 
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policy purposes.
One of the few market instruments applied at Community level today is the carbon emissions 
trading scheme, which must shortly be revised to make it more effective.
Environmental taxation varies greatly from one Member State to another and is falling.  In 
2004 the average revenue from environmental taxes was 2.9% of EU-15 GDP, having fallen 
by 6.5% since 1999. This average rate therefore needs to be increased and the gaps between 
the Member States need to be closed.
Your rapporteur is aware of the unanimity requirement on tax issues, but wishes to stress that 
there is a certain paradox between, on the one hand, recognising the transnational nature of 
the threats to the environment and, on the other hand, maintaining the status quo on 
environmental taxation at Community level.
This situation encourages national solutions and runs the risk of distorting competition 
between the Member States’ undertakings. The need to be competitive means it also leads to 
unfair tax competition and a constant downward pressure on tax rates, which ultimately risks 
compromising the viability of public finances and support for public policies, including 
environmental policies. 

If no progress is made on taxation, permit or quota trading schemes will be the only 
Community instruments available.  While the emissions trading scheme can be used to 
achieve reduction targets for CO2, it is questionable whether such a scheme could be 
effectively applied in other sectors because emissions of certain greenhouse gases and other 
gaseous pollutants such as NOx and SO2 are linked to local conditions. As far as biodiversity 
is concerned, the compensation scheme does not appear to be acceptable as it would rely on 
creating from scratch a specific natural area to compensate for the destruction or degradation 
of another area in order to carry out a commercial or housing project.  Any such compensation 
is unrealistic because the two areas cannot be equivalent.
For market instruments to be effective they need to be complementary with each other and 
with other instruments, their scope needs to be understood and they need to be accepted by the 
public; they must not be seen solely as a further constraint imposed by the EU.

If Europe’s citizens are to be encouraged to adopt environmentally friendly lifestyles and 
consumption patterns and to reduce the impact of human activities on ecosystems, they need 
to be given that choice. For example, employees who have to drive to work in their own car 
when there is no public transport should not be penalised

Furthermore, such efforts, if they are to be socially acceptable, must be progressive and must 
not penalise households that are struggling financially. While the issue of taxes on products 
and services needs to be approached with caution, other potential solutions exist, such as 
redistributing overall taxation based on the principles of solidarity and social justice with a 
view to achieving the Union’s environmental goals. In fact a large part of the tax on business 
and on income from capital has been shifted to households and it is a burden that bears more 
heavily on income from lower-paid work.
Market instruments are not, however, limited to taxation. The Member States have introduced 
other instruments, such as energy savings certificates and green energy certificates. And there 
are other measures, too, which need to be assessed not only in terms of their environmental 
and social impact but also their economic impact.
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From the point of view of the competitiveness of the EU and its Member States, certain 
policies, particularly those on freight transport, would be more effective if they were applied 
at European level. For example, the taxes set by certain Member States on road transport do 
not reduce the movement of goods at European level but simply move that traffic onto roads 
where no charge is levied. Within the internal market the EU must rethink its approach to the 
notion of free competition and give priority to an environmental approach in the market.

The EU has had sufficient warning and recognises the challenge to which it must rise on the 
issue of climate change in order to predict and anticipate the possibility of today’s policies 
failing. A recent study by American scientists has reported a 35% increase in CO2 emissions 
since 1990; if that figure is confirmed it would be very bad news as far as the Kyoto Protocol 
target of a 5% reduction in CO2 emissions by 2012 is concerned.
Your rapporteur is aware of the difficulties involved in reaching international solutions to 
combat climate change effectively.  The Union must continue its efforts to reduce CO2
emissions, to achieve a global reduction in emissions and in the area of international trade 
rules, particularly as regards non-discrimination of trading partners. The border tax 
adjustment envisaged by certain Member States and supported in the report seems to offer an 
acceptable solution and should therefore be supported by all Member States and by the 
Commission. Such a tax may not be in line with certain provisions in the General Agreement 
on Tariffs and Trade but it is up to the Commission to ensure that the WTO rules are upheld. 
Those rules provide for WTO members to take action, including protectionist action, 
necessary to protect human, animal or plant life or health and to conserve exhaustible 
resources.

Forecasts of the global impact of climate change and, more generally, of the impact of human 
activities on nature, and consequently on human health, must lead not merely to a decoupling 
of growth from the exploitation of resources and production and consumption patterns but 
also to a change in our development model. Consequently, we need to organise a transition to 
a different model for our Western societies. 
The questions we need to ask ourselves therefore are: what other scenario do we need to 
envisage and what other policies do we need to apply in order to achieve our objectives? If we 
fail to change our lifestyles and reduce neither our output nor our consumption, can we 
possibly meet the environmental challenges facing us? 


	691625en.doc

