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KEY MESSAGES 

 
1 Experience with the use of market-based instruments (MBIs), in particular environmental 

taxes and charges, has grown over the past two decades. The EU Flagship Initiative for a 
Resource-Efficient Europe calls for environmental taxes to account for 10% of total tax and social 
contribution revenues by 2020 ς a substantial increase from the EU average of 6.3% in 2015.  

2 Environmental taxes and charges to address pollution and resource use are already in place in 
several European countries, with plans underway in a number of countries to introduce new 
instruments or to amend existing systems. There is a diversity of practice across the study areas: 
air pollution; waste management, products and materials (i.e. circular economy); water quality 
and marine litter; water stress & availability; land use & management and biodiversity.  

Key design issues and insights from best practice 

3 Prior to the introduction of an economic instrument, it is very important to define precise 
objectives and to carefully tailor the design of the instrument in line with this. Clear objectives 
linked to specific environmental goals can increase the acceptability of economic instruments 
and contribute to their success.  

4 The tax rate applied and adopting a phased, predictable approach to future change has a 
strong impact on the effectiveness of an economic instrument and its ability to stimulate 
behaviour change.  

5 The scope of the tax base, where/on whom it is applied and how it is calculated can influence 
the effectiveness of the instrument, its ability to achieve the desired behaviour change and its 
acceptability.  

6 Managing administration costs can help convince affected economic operators that an 
instrument will not be unduly burdensome (as with the plastic bag levy in Ireland for which 
revenue collection and reporting is easily integrated in retailers Value Added Tax (VAT) collection 
systems).  

7 Other design features can also incentivise behaviour change, for example: 

¶ Reimbursement of revenues to affected groups, applying exemptions or reduced charges 
for certain activities;  

¶ Making environmentally harmful activities more expensive; 

¶ Increasing awareness of the benefits of certain activities;  

¶ Including specific design features to stimulate innovation and investment.  
 

8 Introducing economic instruments as part of a wider package of measures can provide a 
window of opportunity for their establishment and ensure coherence with other policies.  

9 Clear communication by policy makers to affected stakeholders and civil society is critical to the 
success of an economic instrument and can help increase acceptance.  

10 How revenues from economic instruments are used has an important influence on the impact 
and effectiveness of the instrument, its political and public acceptability, its potential to mitigate 
adverse impacts and overcome obstacles.  

11 Regular monitoring and evaluation of the impact of instruments (including unintended impacts) 
and subsequent revisions are critical to ensure their continued effectiveness.  

 



2 

 

Role and importance of civil society engagement 

12 Civil society organisations have played a range of different roles in a wide range of economic 
instruments to address pollution and natural resource use ς they have had varying levels of 
engagement with and influence over the design, introduction and implementation of economic 
instruments in the EU-28.  

13 In the problem recognition and policy formulation stage, civil society can play an important role 
in helping to make a case for the introduction of economic instruments by identifying the need 
for (further) action.  

14 In the decision-making phase, civil society can shape the design of economic instruments 
through engagement in stakeholder consultation processes and help increase their 
acceptance.  

15 Civil society can also support the implementation of economic instruments, for example by 
being involved in instrument management, helping to decide on changes to fees and distribution 
of revenues, and raising awareness on economic instruments. Experience at this part of the 
policy cycle has however been limited to date.  

16 There are also a limited number of examples of civil society being involved at the policy 
monitoring phase, for example by monitoring and reporting on emissions or monitoring beach 
litter. 

17 Finally, civil society organisations can usefully be engaged at the policy evaluation stage to 
gather evidence on the impacts of instruments which can support an evidence-based revision of 
the instrument to increase its effectiveness. 

 

The way forward  

18 It is increasingly clear that correcting economic signals will be a core part of the solution to 
addressing multiple sustainability challenges from resource scarcity, water scarcity and air 
pollution to biodiversity loss and marine litter among others.  

19 Civil society organisations have undoubtedly been effective on many occasions at making the 
case for environmental tax reform, but have often missed or not been afforded opportunities 
to engage at other stages of the policy cycle, in particular with implementation.  

20 There is much to learn from these experiences to date ς and an accelerated peer-to-peer, 
Member State to Member State, exchange could be a promising way forward, and valuable 
complement to (soft) harmonisation approaches already being adopted.  

21 Policy- and decision-makers should arguably engage more with civil society to use its expertise 
to promote change with wide-ranging citizen support. Governments are public servants, there 
for public interest, and civil society have their fingers on the public pulse and provide a voice to 
the public. There should therefore be a natural cooperation to meet common objectives ς 
access to a clean environment and safeguarding resources for both this and future generations.  

22 Collaborating to get signals in the economy to support these objectives is a question of good 
governance, and there remains scope for further efforts in this area. This offers the potential 
for economic, budgetary, social and environmental benefits, as well as helping to implement 
policy commitments and incentivise a transition to a resource efficient, circular economy that 
safeguards natural assets, supports the implementation of the sustainable development goals 
(SDGs) and heads towards a pollution free environment for European citizens. 



3 

 

1 /!t!/L¢¸ .¦L[5LbD ϧ 9b±Lwhba9b¢![ ¢!· w9Chwa 

 

Experience with the use of market - based instruments (MBIs), in particular 

environmental taxes , has grown over the past two decades.  Such instruments are an 

important part of the policy mix to support the transi tion to an inclusive green economy and 

attracting increasing attention. Within the EU,  calls for further action on environmental taxes 

and subsidy reform have appeared in several country -specific recommendations under the 

European Semester and in policy di scussions on climate change, resource efficiency, marine 

litter and the circular economy. The EU Flagship Initiative for a Resource -Efficient Europe calls 

for environmental taxes to account for 10% of total tax and social contribution revenues by 

2020 ï a substantial increase from the average of 6.3% in 2015 in the EU -28.  

Environmental taxes and charges  are already in place in all EU Member States 

European countries , with plans underway in a number of countries to introduce new 

instruments or to amend exis ting systems.  The main focus of efforts to date has been in 

the area of energy, transport and climate, with limited action in relation to issues of pollution 

and resource use. However, despite growing interest and some positive trends, MBIs are not 

widely used in the environmental area. In the EU, revenues from environmental taxes 

amounted to just 2.4% of EU -28 GDP, with significant diversity in national experiences 

ranging. Moreover, current environmental taxes have only led to relatively marginal changes 

in the tax system and incentives in the economy as a whole, partly due to how they have 

been designed and implemented to date. Thus, there remains scope for the wider application 

and more effective use of such instruments, particularly in the areas of poll ution reduction 

and natural resource management, which could lead to further economic, social and 

environmental benefits.  

To contribute to the broader use of MBIs within environmental policy, this study for the 

European Commission , carried out by the Institute for European Environmental Policy (IEEP) 

and partners, investigated the use of economic instruments to address pollution and resource 

use and the role of civil society stakeholders in the ir  introduction, development and 

implem entation. In particular, the study aimed to improve the knowledge base on existing 

economic instruments in the EU -28, stimulate exchanges of experience and best practice and 

build civil society capacit y to participate in MBI policy processes at the nationa l and EU levels.  

Through detailed case studies on 40 specific economic instruments across the EU -

28  (see Table E1) and a series of regional workshops focused on five environmental 

themes , the study has identified  key design features for successful economi c instruments . It 

also explored  the roles that civil society has played in the development and implementation 

of such instruments, areas where more engagement is needed, and opportunities for future 

civil society participation in the policy process.   

This summary presents the results of the study across five environmental themes :  Air 

pollution; Waste, Resources and the Circular Economy; Water quality and marine 

litter; Water stress and availabil ity; Biodiversity and land - use and  management . 



4 

Table E1  Market based instruments in Europe & case studies selected for analysis  

 Air pollution  Waste management & 
products  

Materials  Water quality  Marine litter  Water stress & 
availability  

Land use & 
management  

Biodiversity  

 NOx taxes/fees, 
SOx taxes/fees, PM 

taxes/fees and 

other air pollution 

taxes/fees  

Incineration tax, Landfill tax, 
Pay-as-you - throw (PAYT) 

Scheme, Packaging tax, 

Plastic Bag fee, Product fee, 

Deposit Refund Scheme, 

Producer fee  

Aggregates 
tax, Natural 

Resource tax  

Fertilizer tax, Pesticide 
tax, Waste water 

charge/tax, Other 

pollution tax, Natural 

resource tax, Other  

Packaging tax, Plastic 
bag fee, Product fee, 

Producer fee, Other 

waste tax, Other  

Water abstraction 
ta x/charge; water 

pricing including 

cost recovery  

Land taxes, PES, 
timber/ forestry/ 

stumpage fees, 

pesticide and fertilizer 

taxes  

Stumpage fee, 
pesticide tax, fertilizer 

tax, wildlife/hunting 

tax, PES, ITQs, offsets 

/ habitat banking  

Austria   Landfill tax       
Vienna tree 

protection act  

Belgium   
Packaging charge and 
Environmental charge, 

Pay-as-you - throw  
  Packaging taxes     

Bulgaria       
Water 

abstraction 
charge  

  

Croatia         
Forest Public Benefit 

Fee 

Cyprus       Water pricing    

Czech 
Republic  

Air pollution fee 
(PM10 , SO 2, NOx)  

       

Denmark     
Pesticide tax; Animal 

feed mineral 
phosphorus tax  

  Tax on animal feed mineral phosphorus  

Estonia    
Natural 

resources 
charges  

    
Hunting and fishing 

fees  

Finland   Deposit refund scheme  
Peatland tax 

reform  
 

Deposit refund 
scheme & 

packaging tax  
  Peatland tax reform  

France       
Water 

abstraction 
charges  

  

Germany        
Biodiversity offsetting; Result -based agri -

environment measure  

Greece   Landfill tax        

Hungary  

Air pollution load 
charges (SO 2, 

NOx, non - toxic 
dust)  

       

Ireland   Plastic bag levy    Plastic bag levy    Fishing fees  

Italy     
Phytosanitary 

product tax  
  Phytosanitary product tax  

Latvia   Packaging tax    Packaging tax     

Lithuania   
Environmental pollution 

tax  
  

Environmental 
pollution tax  

   

Luxembourg   Pay-as-you - throw        

Malta       Water pricing    

Netherlands   Pay-as-you - throw    
Rotterdam & 

Amsterdam port fee 
reductions  

Taxes/fees of 
regional water 

authorities  
  

Poland     Wastewater fee      

Portugal       
Water resources 

fee  
 

Ecological fiscal 
transfers  
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 Air pollution  Waste management & 
products  

Materials  Water quality  Marine litter  Water stress & 
availability  

Land use & 
management  

Biodiversity  

 NOx taxes/fees, 

SOx taxes/fees, PM 

taxes/fees and 

other air pollution 

taxes/fees  

Incineration tax, Landfill tax, 

Pay-as-you - throw (PAYT) 

Scheme, Packaging tax, 

Plastic Bag fee, Product fee, 

Deposit Refund Scheme, 

Producer fee  

Aggregates 

tax, Natural 

Resource tax  

Fertilizer tax, Pesticide 

tax, Waste water 

charge/tax, Other 

pollution tax, Natural 

resource tax, Other  

Packaging tax, Plastic 

bag fee, Product fee, 

Producer fee, Other 

waste tax, Other  

Water abstraction 

ta x/charge; water 

pricing including 

cost recovery  

Land taxes, PES, 

timber/ forestry/ 

stumpage fees, 

pesticide and fertilizer 

taxes  

Stumpage fee, 

pesticide tax, fertilizer 

tax, wildlife/hunting 

tax, PES, ITQs, offsets 

/ habitat banking  

Romania   
Packaging charge 

(Producer Responsibility)  
  Packaging tax     

Slovak 
Republic  

Air pollution fee 
(PM10 , SO 2, NOx)  

       

Slovenia        
Payments for 
private forest 
management  

 

Spain  

Tax on 
fluorinated 
greenhouse 

gases  

     
Mature forest 

payments in Girona 
province  

 

Sweden  
NOx fee  and SO 2 

tax  
  Fertilizer tax    Fertilizer tax  Fertilizer tax  

United 
Kingdom  

 Landfill tax  
Aggregates 

Levy  
     

Others          
Iceland: Fisheries 
ITQ and Resource 

tax  

* The instruments for analysis were selected: on the grounds of environmental/thematic interest; to ensure coverage of a wide range  of instrument types; and to ensure 
appropriate geographical coverage and balance (to give each country at least one in -depth case study). Please note that the table is not intended to be a full and comprehensive 

picture of all instruments in place around Europe, but rather to give an indication of the widespread use of such instruments . Insights on additional practice are welcome.  
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Air pollution remains a significant environmental concern and is the single most 

important health challenge in Europe.  In addition to impacts on human health, air 

pollution also has impacts on the environment (e.g. excessive nutrients, destruction of 

ecosystems) and the economy. Despite existing legislation, air quality remains problematic 

in many cities and regions acros s the EU with regular exceedances of air quality standards 

and in EU target and limit values for specific pollutants, especially particulate matter, 

ozone and nitrogen oxides.  

Different types of economic instruments can be used to address air pollution, fo r 

example taxes and charges on various air pollutant substances  (e.g. NOx, SO 2, PM, 

NH2, heavy metals, VOC, CO, NH 3, hydrocarbons, dust, cadmium, mercury, asbestos; and 

ozone depleting substances) and air pollution non -compliance fees. Cases examined in th e 

study focused on the following air pollution related instruments:  

¶ Air pollution fees in the Czech Republic and Slovakia;  

¶ Air pollution load charges in Hungary;  

¶ NOx fee and SO 2 tax in Sweden; and  

¶ Tax on fluorinated greenhouse gases in Spain.  

The design of  these instruments varies significantly in terms of the rates applied, 

changes over time and complementary policies in place . The rates applied have had 

a strong impact on the effectiveness of the instruments and their ability to stimulate 

change in indust ry behaviour. Some instruments have been designed to incentivise further 

emission reductions by industry. For example, the 2012 revision of the Czech air pollution 

fee reduced the fee paid by businesses that achieve lower emission levels compared to 

best a vailable technologies (BAT) emission concentrations. Revenues from the Swedish 

NOx fee are reimbursed to plants based on their energy efficiency, thus providing an 

economic incentive to regulated plants to achieve further emission reductions.  

The scale of revenues raised by the instruments and their use varies significantly 

across the countries.  In some cases, revenues are allocated to the general budget (e.g. 

Hungary, Spain), while in others revenues are used to support environmental projects and 

activitie s (e.g. Czech Republic, Poland, Slovakia) or reimbursed to regulated entities (e.g. 

Sweden which has helped reduce potential negative impacts of the tax on competitiveness 

and helped increase acceptance of the tax among industry).  

Drivers supporting the a doption of these instruments range from fiscal 

considerations  (e.g. in Spain, Czech Republic, Slovakia) to changes in the political 

context and rising public awareness  of environmental issues (e.g. in Sweden).  

The effectiveness of the instruments has varied significantly depending on a 

number of factors including the level of fees applied, the wider policy mix and 

the administrative burden.  For example, the low level of air pollution fees in Slovakia, 

Poland and the Czech Republic (until 2012) provided  little incentive for companies to 

decrease their emissions and other policies (e.g. legal emission limits and penalties), a 

decline in production in heavy industry and changes in production processes/technologies 

are considered more important factors in t he improvement of air quality in these countries 

since the early 1990s. It is difficult to assess the effectiveness of some instruments due 

to a lack of data (e.g. Spain), limited capacity to analyse available data (e.g. Hungary) 

and challenges related to assessing the effectiveness of these instruments in isolation from 

the impacts of the wider air quality regulatory framework (e.g. air quality legislation and 

permits).  
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Civil society including government bodies, industry, NGOs, the public and 

academics p layed an important role in the policy process  (see Figure E1), with 

engagement ranging from participation in informal discussions (e.g. Slovakia) to more 

collaborative processes (e.g. Sweden, Czech Republic).  In some cases, formal stakeholder 

engagement ha s been limited or non -existent in the policy formulation phase (e.g. in 

Spain), while in others stakeholder inputs from a few prominent actors have played an 

important role in the policy process  (e.g. in Hungary).  

Figure E1  Examples of civil society engagement with instruments for air pollution  

Key: Text in black are examples from the study cases; text in blue examples shared at the workshops 

 

 

These experiences with economic instruments in the area of air pollution 

highlight a number of lessons  including: the importance of certain design aspects such 

as the definition of tax -payers; how the participation of key stakeholders can facilitate the 

adoption of an instrument; the importance of regular monitoring and review which can 

support the adoption of more effective instruments; how instrument design can influence 

effectiveness, encourage further emission reductions and stimulate innovation; and the 

role of the wider policy mix.  
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Waste management has been an important issue for the EU and its Member 

States for many years, due to its potentially significant environmental impacts 

including greenhouse gas emissions from landfills, land, water and air pollution, 

and littering .  In recent years, attention has moved from simply managing waste towards 

opportunities to create a circular economy and improve resource efficiency. In 2012, total 

waste generation in the EU was over 2.5 billion tonnes 1, representing almost 37% of 

material consumption. Policies dealing with specific product streams at the end of their 

useful life, and sustainable raw material use, are therefore crucial for resource efficiency 

and a circular economy.   

Economic instruments in this area include waste taxes, pac kaging taxes, plastic 

bag and other product fees, deposit refund schemes, pay - as - you - throw (PAYT) 

schemes, raw material and aggregates taxes, and natural resource taxes and 

charges.  Instruments relating to waste management and products are much more 

common  than those targeting the extraction of natural materials. Cases examined in the 

study focused on the following instruments:  

¶ Austrian landfill tax (and ban), UK and Greek landfill taxes;  

¶ Benelux pay -as-you - throw (PAYT) schemes;  

¶ Belgian, Latvian and Romania n packaging taxes/charges;  

¶ Finnish beverage container deposit refund scheme (DRS) and packaging tax;  

¶ Irish plastic bag levy;  

¶ Lithuanian environmental pollution tax;  

¶ UK aggregates levy;  

¶ Estonian mineral resource extraction charge; and  

¶ Finnish tax on the use  of peat for energy.  

The scale of revenues raised by the instruments and their use varies across the 

Member States. In several cases (e.g. Belgian and Latvian packaging taxes, UK 

aggregates levy revenues accrue to the general budget. In others they are allocated to 

national environmental funds or bodies (e.g. UK landfill tax, Romania, Ireland, Estonia), 

used to support waste management activities (e.g. Benelux, Lithuania), or for very specific 

purposes such as site remediation (Austria). Payers range from landfill site operators, 

producers and businesses to householders and consumers.  

Drivers supporting the adoption of these instruments include the need to achieve 

specific environmental objectives (e.g. in UK, Austria, Benelux, Finland, Ireland, 

Lithuania, Estonia) and to apply aspects of EU legislation  (e.g. in Greece, Luxembourg, 

Romania, Latvia and Lithuania). In othe r cases, instruments were introduced based on 

expert recommendations or policy evaluations (e.g. UK, Finland, Ireland, Lithuania), or 

thanks to the efforts of a political or stakeholder óchampionô (e.g. Ireland, UK aggregates 

levy, Belgium, Finland). In so me cases, instruments formed part of a wider package of 

measures (e.g. Austria, Estonia, Benelux).  

The effectiveness of the instruments has varied considerably depending on 

several factors, including the level of rates/fees applied  (and advance warning of  

changes), the wider policy mix, successful engagement and communication with 

stakeholders, and efficient administration to reduce implementation costs . In 

some cases, implementation has been hampered by stakeholder opposition (e.g. Belgium, 

Estonia, Greec e) or by lack of cooperation between government departments (e.g. 

Estonia). Amongst the instruments leading to the greatest environmental benefits are the 

UK and Austrian landfill taxes (reduced landfilling and site remediation respectively), 

Benelux pay -as-you - throw schemes (reduced household waste generation), the Finnish 

                                                             

1 Eurostat (2016) Generation of waste by economic activity, Code: ten00106  
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deposit return scheme (with 90% collection rates for both one -way cans and PET bottles), 

and the Irish plastic bag levy (a sharp decline in plastic bag use). In other cases the 

environme ntal impacts are mixed (e.g. Lithuania, Latvia), harder to separate  from the 

impacts of other instruments in the policy mix (e.g. Belgium, Romania), or seem to be 

negligible (e.g. Estonian mineral resource extraction charge, Finnish peat energy tax). The 

instruments present a mixed picture of economic impacts on businesses, from broadly 

positive (e.g. Ireland, Lithuania) to rather more ne gative (e.g. Romania, Estonia).  

Civil society including governmental bodies and political parties, waste 

operators/waste management companies and producer responsibility 

organisations (PROs), industry and producers, consumers/the public and 

(environmental) NGOs have had varying levels of involvement with and influence 

over the design, introduction and implementation of the i nstruments  (see Figure 

E2). Engagement ranges from wide - ranging public consultation (e.g. UK, Austria) and 

consultation with concerned stakeholders (e.g. PAYT in Belgium, Ireland, Finland) prior to 

an instrumentôs introduction, to stakeholder inclusion in working groups and boards (e.g. 

Lithuania, Latvia), and involvement in the evaluation and review of instruments (e.g. 

Estonia, Romania) and allocation of revenues (UK aggregates levy). In other cases civil 

society engagement has been more limited (e.g. Bel gian Environmental Charge.  

Figure E 2  Examples of civil society engagement with instruments for waste 

management, products and materials  

Key: Text in black are examples from the study cases; text in blue examples shared at the workshops 

 

The experiences with economic instruments on waste management, products 

and materials highlight a number of lessons,  including: the benefits of a specific and 

explicit link to environmental goals; the potential benefits of earmarking revenues for 

environmental purposes; the importance of design aspects such as predictable rate 

increases and ensuring fairness to those wh o pay; ensuring the presence of supporting 

infrastructures (e.g. for waste management) for implementation; the need for sound 

implementation and monitoring and the possibility to review instruments to improve their 

effectiveness; coherence between relevant  instruments and policies allowing increased 

effectiveness; tailoring instruments to a countryôs social and economic context; and the 
benefits of stakeholder engagement in design and implementation.   
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Although water quality  status in the EU is gradually improving, 90% of river 

basin districts, 50% of surface water bodies and 33% of groundwater bodies are 

estimated to be affected by diffuse pollution , primarily from the agriculture sector 2. 

Implementation of the Urban Waste W ater Treatment Directive (91/271/EEC) has been 

óchallengingô, with sewer overflows remaining a key pollution source in urban areas. In the 

marine environment, pressures arise from anthropogenic loads of phosphorus, nitrogen, 

organic matter and hazardous su bstances, as well as marine litter, in particular the 

significant amount of waste plastic that reaches the marine environment. There is 

increasing scientific evidence of impacts on the environment, ecosystems and human 

health, meaning that further action i s required.  

Economic instruments applicable in the area of water quality include wastewater 

charges, pesticides taxes and fertilizer taxes.  Cases examined in the study focused 

on the following instruments:  

¶ Danish pesticide tax;  

¶ Danish animal feed mineral  phosphorus tax;  

¶ Swedish fertilizer tax.  

¶ Italian phytosanitary product tax;  

¶ Polish wastewater fee;  

¶ Dutch port fee reductions (in Rotterdam and Amsterdam);  

¶ Belgian, Latvian and Romanian packaging taxes/charges;  

¶ Finnish beverage container deposit refund scheme (DRS) and packaging tax;  

¶ Irish plastic bag levy; and  

¶ Lithuanian environmental pollution tax.  

The scale of revenues raised by the instruments varies significantly across the Member 

States. In some cases, revenues are earmarked for different purposes ,  for example 

being recycled back to the agricultural sector  through reduction of land value taxes 

(Denmark), used to develop organic farming  (Italy), or used for investment in 

environmental protection (Poland). Ideally tax/charge rates should reflect pollu tio n 

damage costs (external costs), whilst earmarking of revenues for a full or partial reduction 

in other tax burdens for relevant target groups may leverage political effectiveness. Payers 

are typically farmers, product users, manufacturers and businesse s/industry.  

Several of the instruments had a stated environmental objective behind their 

introduction, aiming to address pollution by specific substances  (Denmark, 

Sweden, Italy, Poland , Ireland ) . In Denmark and Italy, the taxes also aimed to address 

human  health risks . Some instruments were introduced based on the recommendations 

of experts or policy evaluation processes involving stakeholders (e.g. Sweden, Denmark). 

Some formed part of a wider package of measures (e.g. Denmark , Netherlands ). The need 

to a pply specific legislation has also been a driver for the introduction of instruments (e.g. 

in Denmark, Poland).  

The environmental effectiveness of the instrum ents has been varied.  The Swedish 

fertilizer tax is estimated to have led to a reduction in previously common excessive 

óprecautionaryô applications of fertilizers, and reductions in phosphorus and cadmium 

content. The environmental impact of the Danish animal feed mineral phosphorus tax has  

wea kened over time  by the tax rate not being adjusted with inflation , but the Danish 

pesticide tax has undergone several stages of reform to improve its environmental 

effectiveness. It is harder to disentangle the specific environmental impacts the Italian tax 

from other factors, or those of the Polish wastewater fee from genera l improvements in 

                                                             

2 COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT AND THE COUNCIL: 
The Water Framework Directive and the Floods Directive: Actions towards the 'good status' of EU 
water and to reduce flood risks, COM(2015) 120 final, Brussels, 9.3.2015  
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wastewater treatment and water protection due to significant infrastructure investments.  

The economic impacts of some instruments (e.g. Italy) are assumed to be very limited, 

whilst others (e.g. Sweden) may have led to some modest competi tive disadvantage  in 

the absence of similar instruments in other Member States . Where identified, the social 

impacts of instruments have ranged from variable (e.g. Danish pesticide tax ), to broadly 

positive, contributing to increased organic agricultural p roduction in Italy and positive 

redistributional effect s in Poland.  

Civil society including governmental bodies and political parties, the agriculture 

sector, trade associations, chemicals manufacturers, scientific experts and 

(environmental) NGOs  have pla yed various roles in the policy process, with 

varying levels influence over the design, introduction and implementation of 

instruments  related to water quality  (see Figure E3 and Figure E4) . Engagement has 

ranged from civil society helping to raise the profile of the issue being addressed (e.g. 

Ireland), through formal consultation with stakeholders prior to the introduction of an 

instrument (e.g. Danish phosphorus tax, Poland ) and lobbying by interested parties (e.g. 

I taly, Poland ), through to the evaluation of an instrumentôs effectiveness (e.g. Latvia). 

Occasionally, civil society has had a role at each stage of the policy cycle, from policy 

development to implementation, monitoring and evaluation (e.g. Netherlands).  

Figure E 3  Examples of civil society engagement with water quality - related 

instruments  

Key: Text in black are examples from the study cases; text in blue examples shared at the workshops 
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Figure E 4  Examples of civil society engagement with instruments related to 

marine litter  

Key: Text in black are examples from the study cases; text in blue examples shared at the workshops 

 

A number of lessons can be drawn from the case studies related to water quality 

and marine litter,  including: the importance of strong design to avoid loopholes that 

allow non -payment of a tax or fee; the need to ensure all relevant products are within the 

scope of a tax; the importance of sound implementation , enforcement  and  monitoring of 

instrument s to ensure their success ; the benefits of engaging stakeholders in the design 

and implementation of instruments; and the positive impacts of the appropriate use of 

revenues, including earmarking  for environment - related purposes.  
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Problems of water stress and lack of fresh water availability are prevalent across 

some parts of Europe and are expected to be further exacerbated in the coming 

years as a result of climate change.  Despite the adoption of several pieces of legislation 

and progress in some areas, almost half of Europeôs water bodies missed the Water 

Framework Directive (WFD) target to reach good ecological status in 2015 and other 

provisions of the Directive, such as on water pricing, are no t yet fully implemented.  

Economic instruments applicable in the area of water stress and availability 

include: taxes and charges on water abstraction, water pricing policies, water 

trading systems and payments for ecosystem services (PES).  A number of thes e 

instruments are in place in EU Member States with significant variations in coverage and 

the nature of the instrument applied. Although in many countries there is cost recovery of 

water services (in that prices cover operating costs), the environmental c osts of water 

supply are rarely integrated in water pricing systems, with due exceptions such as 

Denmark. Cases examined in the study focused on the following water stress related 

instruments:  

¶ Abstraction charge in Bulgaria;  

¶ Water pricing in Cyprus;  

¶ Water  abstraction charges in France;  

¶ Water pricing in Malta;  

¶ Taxes and fees of regional water authorities in the Netherlands; and  

¶ Water Resources Fee in Portugal.  

In terms of the design of these instruments, the rates applied vary by user  (e.g. 

domestic, indust ry, agriculture), source  (e.g. groundwater or surface water) and in some 

cases by location  such as in France, the Netherlands and Cyprus to take into account 

relative water scarcity and pressure of abstraction on available water resources. 

Exemptions are s ometimes applied for different users and the burden of the water charges 

varies between different types of water use, for example in France, the Netherlands and 

Portugal, households pay much more for water use than agriculture and industry. Some 

instrument s include incentives to encourage behaviour change such as charging lower 

base values for residual water use in Portugal.  

The scale of revenues raised by the instruments and their use varies. In some countries, 

revenues go to the general government budget  (e.g. Cyprus), in others revenues are 

allocated to water management related activities , including environmental 

protection  (e.g. Bulgaria), or to finance activities of water agencies  (e.g. France, the 

Netherlands).  

The effectiveness of the instruments has also varied significantly between 

countries . The low level of charges have had a limited incentive effect in some countries 

(e.g. in Portugal and France) and other policies/factors have influenced overall abstraction 

rates (e.g. high water pollution ch arges and variable charges in France, illegal boreholes 

in Malta, subsidies for energy produced by small and medium hydropower plants in 

Bulgaria). Some instruments have had notable impacts such as the application and 

substantial increase of the Dutch wate r pollution levy which has contributed to a decline 

in emissions discharged to open water, an increase in rates of pollutants removed by waste 

water treatment and stimulated innovation in the sector.  

The need to implement specific pieces of legislation, i n particular the EU WFD, 

has played an important role in the introduction and reform of instruments in 

this area in Portugal, Bulgaria and France.  Another key driver for action in this area 

are concerns relating to water scarcity , as has been the case in M alta. Windows of 

opportunity for further action include meeting EU legislative requirements (e.g. on water 

pricing reform under the WFD in Cyprus, application of (higher) charges/taxes for 
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agriculture - related water use in the context of future reforms of t he Common Agricultural 

Policy) and evaluations by external actors (e.g. an OECD report initiated a process to 

evaluate the Dutch levy system). Barriers to effective action on water pricing include 

political barriers (e.g. in Cyprus), a lack of transparency , and vested interests from certain 

sectors such as the agriculture sector (e.g. in France, the Netherlands).  

Civil society including governmental bodies, water agencies, consumer 

associations and citizens, businesses, farmersô associations, environmental 

NGOs and academics have participated to varying degrees and at different stages 

in the policy cycle (see Figure E5 ). In countries such as France and the Netherlands 

where the main responsibility for water charges lies at the regional or sub -national level , 

stakeholders are engaged in policy processes either directly or indirectly, in others 

stakeholders have been engaged in policy evaluation processes (e.g. Portugal, Cyprus) 

while in some countries the policy process has been criticized for a lack of trans parency 

and inclusiveness (e.g. Bulgaria).   

Figure E 5  Examples of civil society engagement with instruments for water stress 

and availability  

 
Key: Text in black are examples from the study cases; text in blue examples shared at the workshops 

 

These experiences with economic instruments in the area of water stress and 

availability highlight a number of interesting lessons  including: the use of r evenues 

from water abstraction charges in supporting environmental protection and management; 

important design considerations for cost recovery levies including the specifics of the levy 

base; underlying principles such as ówater pays for waterô, reflecting various components 

of the fee in different economic sectors; incentives to encourage behaviour change such 

as charging lower base values for residual water use and charges proportional to the 

amount of water abstracted so that the marginal cost of water use is never zero. 

Furthermore, transparent, accurate information on the impacts of water pricing can help 

overcome political barriers to further action.  

  


















