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Environmental Taxation

• A climate emergency
• Efficiency and equity issues
• Fossil fuels and transport
• Taxing transport: the Spanish WB
• ETS-2, why?
• ETS-2, how?
• Simulating effects for Spain
• The path ahead
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Fossil fuels keep growing
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And reigning in the EU
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Why prices for environmental policies?
• Account for social costs (“set prices well”)

• Cost-effectiveness

• Salience

• Promote innovation

• Raise revenues for:
• Distributional compensations
• Fund the transitions (Energy efficiency, etc.)

• Necessary (not sufficient) for the vast transformations 
associated to sustainable societies

Crucial to
Transitions
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Transport taxation: conventional approach
n Revenue Raising (Ramsey)

n Externality correction
q Global and local environmental problems
q Congestion

q Accidents, etc.

n Energy dependence

Taxes on registration, circulation, fuels + congestion charges
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• Why such unfulfilled expectations?
• Emphasis on efficiency?
• Too optimistic double dividend ideas
• Limited coverage: Substitution by ETS
• Pervasive Barriers

• Distributional concerns
• Competitiveness issues
• Lobbyism and opposition

• Low tax rates and large exemptions
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• WB Priority Areas:
• ‘Sustainable Electrification’ 
• ‘Mobility compatible with ecological 

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

associated to water use’
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External costs of transport
Type Paper Year Country % GDP 

Congestion 

Delucchi (1997) 
Winston and Langer (2006) 
Van Essen et al. (2011) 
Cravioto et al. (2013) 
BITRE (2015) 
BITRE (2015) 
Schrank et al. (2015) 
Schrank et al. (2015) 
Keller (2018) 

1991 
1996 
2008 
2006 
2010 
2015 
1982 
2014 
2015 

U.S. 
U.S. 

EU, Norway and Switzerland 
Mexico 

Australia 
Australia 

U.S. 
U.S. 

Switzerland 

0.55-2.36 
0.32 

1.10-1.80 
1.04-1.05 

0.94 
1.13 
0.59 
0.92 
0.29 

Air 
Pollution 

Local 

DMT (2004) 
Fisher et al. (2007) 
Van Essen et al. (2011) 
Cravioto et al. (2013) 
OECD (2014) 
Guo et al. (2010) 
Guo et al. (2010) 

2000 
2001 
2008 
2006 
2010 
2004 
2008 

Denmark 
New Zealand 

EU, Norway and Switzerland 
Mexico 
OECD 
China 
China 

0.15 
0.24 
0.39 

0.61-0.62 
1.97 
0.52 
0.58 

Global 

DMT (2004) 
Van Essen et al. (2011) 
Cravioto et al. (2013) 
Ivkovic et al. (2018) 

2000 
2008 
2006 
2013 

Denmark 
EU, Norway and Switzerland 

Mexico 
Serbia 

0.11 
0.97 

0.99-1.00 
0.20 

Total GEA (2018) 
GEA (2018) 

2008 
2014 

Germany 
Germany 

1.93 
1.78 

Accidents 

López et al. (2004) 
DMT (2004) 
Van Essen et al. (2011) 
Cravioto et al. (2013) 

1997 
2000 
2008 
2006 

Spain 
Denmark 

EU, Norway and Switzerland 
Mexico 

1.35 
0.49 
1.75 

1.32-1.34 

Noise 
DMT (2004) 
Van Essen et al. (2011) 
Cravioto et al. (2013) 

2000 
2008 
2006 

Denmark 
EU, Norway and Switzerland 

Mexico 

0.65 
0.13 

0.42-0.43 
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Comprehensive and Automated Vehicle Tax (CAVT)
 Zone 1 (urban) Zone 2 (semi-urban) Zone 3 (non-urban) 
 
 
Vehicle type A  

Peak 

Access charge 1 
Time charge 1a (...) 

km charge 
 

Peak 

Time charge 2a (...) 
km charge 

 
 

 
 

km charge 

Non-peak 

km charge 
 

Non-peak 
km charge 

 
Vehicle type B 

 
(...) 

 

 
(...) 

 
(...) 

 

Vehicle type A Payment  
 Congestion Local P/ noise Global P Accidents Infrastructures 

Access charge Euros X - - - - 
Time charge 1a Euros/hour X X - - - 
km tax Euros/km - X X X X 
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Source: Spanish WB on Tax Reform (2022)
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Source: Spanish WB on Tax Reform (2022)



Environmental Taxation

• The distributional debate
• Tax revenues (and abatement costs) are 

distributed across households, sectors, regions, 
etc. 

• Need of proper tax incidence analysis
• How to compensate?
• However, discussions should focus beyond 

environmental taxes:
• The costs of doing nothing
• The costs of sub-optimal policies
• Compensations with pricing approaches
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• Fiscal policies and compensations
• Ad hoc (income groups, etc.) or general
• Short-term or long-term (stock)
• On prices or income

• Within specific taxes (price or stock)
• Green tax reform fashion
• Use of expenditure

• Price subsidy vs direct cash transfer
• Subsidy to change of stock
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Source: Spanish WB on Tax Reform (2022)
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Source: Spanish WB on Tax Reform (2022)



Environmental Taxation

Source: Spanish WB on Tax Reform (2022)
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Source: Spanish WB on Tax Reform (2022)
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Comparison of distributional outcomes
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