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Why prices for climate policies?
• Account for social costs

• Cost-effectiveness

• Salience

• Promote innovation

• Raise revenues for
• Distributional compensations
• Energy efficiency/renewables…

• Necessary for the vast transformation
• (in any case, price effects)

Crucial to
Transition



Fuente: Banco Mundial



• Diagnosis: Spain

 



Environmental Taxation

• Environmental chapter of the WB
• (environmental) Objectivity

• No to “sacred cows” or “price 
fundamentalism”

• Common approximation

• Distribution and Compensations



Environmental Taxation

• Realistic and feasible solutions

• Non on a blank page (reform)

• Roadmap for policymakers: it does 
not substitute in-depth exploration

• Academic method: foundations, 
evidence and empirical illustration



Environmental Taxation

• Assessment

• Revenue and emissions impacts

• Distributional impacts and 
compensations (households)

• Particularly in electrification and 
mobility (in other areas, generic or no 
assessment)
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Environmental Taxation

• Priority Areas:
• ‘Sustainable Electrification’ 
• ‘Mobility compatible with ecological 

transition’
• ‘Increase in circularity’
• ‘Recognition of environmental costs 

associated to water use’

• “Roadmap” based on academic 
approach and detailed simulations:



Environmental Taxation

• Proposals
• Sustainable electrification

• Why?

• How? Removing barriers to electrification, but 
full coverage of environmental costs

• Suppression of IVPEE (P1) and reduction IEE (P3) 

• Improvement of regional environmental taxes 
(P2); nuclear charges (R1)
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Environmental Taxation

• Mobility compatible with the transition

• Why? ⇥

• How? Generalized actions on tax rates 
on transport modes, fuels and vehicles

• Taxation of aviation, maritime and 
agriculture-related fuels (P4) 

• Equalization of excise taxes on diesel 
and gasoline (P5); general increase of 
fuel taxation (P6)
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Environmental Taxation

• Changes in IEDMT to promote a 
sustainable fleet (P7)

• Changes in IVTM to penalize polluting 
technologies (P8)

• Creation of a local tax on (transport) 
congestion (P9)

• New charges for the use of motorways 
(P10)
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Environmental Taxation

https://n9.cl/aumbl



Environmental Taxation
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U-turn:

 



Environmental Taxation

• Distributional impacts of energy 
price increases:
• Direct or indirect
• Factors and measurement issues

• Compensation measures:
• Ad hoc or general
• On prices or direct transfers
• Short term or medium term



Environmental Taxation

• Our previous assessment:
• Revenue costs (and their distribution)
• Environmental and energy implications

• This paper:
• Similar methodological approach, but
• Distributional effectiveness (wrt no 

action), and
• Comparable alternatives (such as those 

in the WB)
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Environmental Taxation

• Conclusions
• Offsetting distributional issues is crucial 

for the transition to a low-carbon 
economy

• Proper design and implementation are 
needed: well-targeted, incentive-
compatible and long-term approaches

• The Spanish case, similar to other 
European countries, shows important 
room of improvement: more efficient 
outcomes are possible.



Environmental Taxation

• Increase in circularity

• Why? ⇥

• Extension and increase of taxes included 
in the LRySC (P12)

• Local taxation based in payment on 
waste generation (P13)
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Environmental Taxation

• Creation of an aggregates tax (P14)

• Creation of a tax on nitrogenous 
fertilizers (P15)

• Extension and harmonisation of regional 
taxes on emissions from large industries 
and cattle farms (P16)
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Environmental Taxation

• Incorporation of environmental costs 
associated to water use

• Why? ⇥

• Improvements in regional taxes on 
environmental impacts on waters (P17)

• Reform in charges for cost coverage of 
water infrastructures (P18)

• Creation of a tax on the extraction of 
water resources (P19)



Environmental Taxation



Xavier Labandeira

www.labandeira.eu

xavier@uvigo.gal


