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Where 1o START — An ACTON Plan

Preface

The Intemauonal Instltute for-
- ‘Sustainable Development (1SD) is -
a private non-profit corporation
- whose marndate. is"to prom‘ote
' sustamable developmentin
' dec151on making. ,
1ISD believes sustamable
development can help guide

. Canada and other countries intoa.

new era of greater fiscal
responsibility while at the same
- time building a much healthier

-rélationship between environment:” |

and economy. Sustamable

‘ developrnent captures ina phrase '

the positive message that
economic, environmental and

social goals can bé pursuedina .

~ mutually supportive fashion.’
- We launched work on
sustainable development budget -

reforms, including ‘case studies on

“leading practices” within North -

" America and Europe, over the past.
.. year. IISD s Board believes such

work should be a'high priority for
nations in all parts of the world:

- Those countries which successfully'_ o
tackle the problem should be well ’

placed for the competitive
pressures of globahzatlon while

better meeting the well-being of
_-both people and the environment.
This Action Plan For Protecting * .
. _Tbe Environment and Reducing

- Canada’s Deficit has been prepared
asa Discussion Paper for -

" _conmderauon by govemments’anc_l _

conicerned citizens alike. As an -

'ofgénization receiving public funds

it is-our respon51b1hty and wish to
~‘engage in what is llkely to be a

difficult but exceedingly

~ worthwhile endeavour. The report

“highlights what we believe to bea

| reasonable approach which.could

~ demonstrate significant fesul"ts'_ '
‘over, the coming five years.

' Arthur J. Hanson

~ President and CEO'
~ International Institute for- .
- Sustainable Development -

.IvNA"‘I'E_RNATIQNAL.'INSTITUTE FOR SUSTAINABLE DEVELOPMENT

for Protecting The Environment & Reducing Canada’s Deficir
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‘EXecutive SumMmARy

.From the outset, it should be

government deficit will not be’
easy, no matter what plan or .
method is selected. There is no .
magic bullet.’- _
Thrs should not be taken as an

argument for not having a plan In'_ |

fact, quite the contrary. There
needs to be a‘sound plan__wrrh clear
- and ekplicit'goals which can guide
the difficult decisions ahead.
'Random cost-cutting. mrght -
~srmply aggravate the nation’s

' problems not. solve them

.A GREEN Dehcn STRATqu
TI-IE GoAls
So, Where to start? Given the -
battered state of our economy and:
our environment, this Actzon Plan

. is guided by three goals which will - '

remain essential over the next
decade Cuttrng the deﬁcrt should
be done insucha way as to first,
strengthen the economy, second,

- create ]obs and third, restore the

. env1ronment

~ These are ambrtrous goals
- Achieving all three simultaneously
- while reducing the deficit will not.

be easy; but it is not 1nconce1vable

" "Properly desrgned and carefully

~ catried out, a green deﬁcrt cuttlng
'-strategy could play a role in
removing some of the major

structural weaknesses affectlng our - |

: 'economy and our envrronment In.

dbe 1 order to do this, a green '
admitted that reducing the federal -~

deficit-fighting strategy must. -
1nclude these elements -
& tax reform specrﬁcally one
- emphasrzmg the
realignment of the tax -
‘system to weigh more .-
.~ heavily on the very things
" holding back economicand -
envifonmental recovery,
- namely waste, pollution. and.
, 1nefﬁcrent energy and ’
- resource use. Added green”'
taxes on wastes, tox»rc :
. dlscharges pollutants, and
o inefficiency would create a
continuous i incentive for
industry to dev,elop cleaner
- and more efficient product's
and technologies — giving
" them a competitive edge in
- the global marketplace .

2

& green taxes could also

produce tiew revenues for the-
- government, some of which .

could be devoted to paying-

off the accumulated debe.

- -Bur there could be othér -
dividends. A portion of the, :
revenues could also be used -
to lighten the tax burden on -

- incomes, savrngs and small
" businesses — the very -
“factors needed for recovery:
‘ These are also the things
- ‘now being driven into the : -
-underground économy -
reducing government h

| :INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT“ :



revenues by an estimated -

$20 bllhon a year. -

®,
%

‘the third element of reform
“should be in the area of
-~ subsidy programs. Subsidy
) programs which distort and.
artificially underprice our
- natural respurces'should be
scaled back. Such subsidy
' programs'have historically

jobs. But while there is ._
usually a short-term boom

in jobs, it is followed bya .

. “bust” (wrtness the Atlantrc
. fishery). This boom and "

~ bust pattern is undermrnmg o

the goal of long- term
- sustainable joband
economic growth.
A green deﬁcrt ﬁghtmg plan
along these lines is not without -

-~ international precedent—at least

-1n bits and piecés. Eco-taxes are -
_now a feature of most European v
‘tax systems: A 1989 survey of .
- OECD members ideritified more
than 50 envrronmental taxes and
‘ charges including lev1es on air and -
 water pollution, waste, and norse
- fertilizers and bateries. Asone
recent example, in 1989, the U.S.

‘Congress passed a $4.3 brlhon tax o.n :

ozone-depleting chlorofluorocarbons
(CFCs), WlllCl’l played a large part in
hastening their phase-out and
subsequent replacement by
environmentally-benign alternatives.j

| _Ths LIbERAl. Elscrlou
PROMISE

The Acz‘zon Plzm presented here
could dovetarl vety nicely with the
recent election of the new Liberal
government. In what was one of

Where o START — AN Action Plan

the most important but

overlooked planks in‘their electron

platform, the Liberals promised a
fundarental stocktaking of the

government’s budget, taxand. -

- subsidy policies from an . ‘
- environmental point of view.

“A Liberal government will |

" establish a framework in which _
_environmental and economic policy .

been justified in the name of | - 474k point the same way.

Our first task-will be to-conduct a
comprebensive baseline study. of federal -
vaxes, grants, subsidies, in order.to -

| - identify barriers and dzsmcentzz/es 20
- sound environmental pmctzce: We -

want to promote, not hinder, the
research, development, and -
zmp/emenmtzon of clean and
energy-gfficient technologies; renewab/e
energy use; the Sustainable management

of renewable resources; and the

protection of biological dzverszty ,
.— Liberal Party of Canada
1993 Election - -

“Red’ Book”l .

WI-I ERE To STARf

For the new Lrberal government - .

- indeed any government —a -

“sustainability audit” of

~ government spending-and taxation

will by no means be easy: In many '

" - cases there is no- consensuslof what
" constitutes a “sustainable”
: practice What constitutes

“overuse” of pesticides and

- chemical fertilizers in farming for
| example. What is the precise
- measure of sustainable forest

cutting, and how much pollution
is too much? While there are no
clear-cut answers to these

questions; there is iow a body of
evidence which allows us to be .

_INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT |
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. . LIES |

. THiS Acnmv PLn
ADVOCATES THAT TAXES oN

~ INCOME, SAVINGS, AND SMALL

- BUSINESSES BE SCALED BACK,
- AS THESE ARE THE VERY
" FACTORS UNDERLYING
L ONG-TERM ECONOMIC
EXPANSION, |

7 fir:rdicatvive, if not definitive, about -
" where governmient spending and .
- taxation is both‘ﬁsCally and:

:ehvirorxmentally un'sound. L

Sub5|dy Refonm :

~ Some analysts have suggested

" that subsidies.which are both
financially-and env1ronmentally

counter- productlve DOW amount to

'between $5 to $10 billion per
- year. These subsidies affect energy, -
- 'transportatron forestry, and '
o agrlculture to name just a few -

. areas. It has been estrmated for-

example, that subsidies to the .
fossil fuel industry now amount to
$4 billion' per year, adding to

" . . inefficient fuel use, loss of

eompetitiveness, global warming -
and our debt problem. This is one’

-area of potential subsrdy reform..
There are othets which should also

be scrutinized carefully..

Irrigation subsidies. Subsidies for IR
_the prov1sron of 1rr1gatron can ’
encourage excessive water use,

change groundwater flows, and

~ cause environmental damage .
.- dowristream such-as 1ncreased

salinity. In the Umted States

- irfigation water supphed by

' Bureau of Reclamation is heavily
_ subsidized at an estlmated cost of :
' $1 billion' ayear. -

These subsrdres artlﬁcrally lower

the cost of water, s0 farmers apply
it inefficiently. At the same time,

large scale diversions and storage

 have brought about extensive
_ecological changes.that threaten

the survival of several species.

Agricultural subsidies: In Western -
‘Canadian agriculture, for example,

the heavy bias towards specrﬁc

“crops remains evident; attemptsat - -

a more sustainable and diversified

| agricultural base are hampered by

the subsidy _structures implicit in
such programs as Food Freight -

Assistance, the Western Grain

Transportation Act, the Western .
Grain Stabilization Act the

Agricultural Stabilization Act the -
Federal Fertilizer Act, crop = ..
insuranc_e programs, and major -

- crops and livestock production

subsidies. Some of these will have

to be altered in any case. There is.a
- major ¢ opporturnty now 1o ahgn o
~ environment and econorny '
iconsrderatrons

Transportation mé.rzdze.r Work

-~ done in Canada by Pollution Probe
: 1nd1cates automobile travel is now °

subsidized at an estimated rate -of
almost $5 billiori a year. That’s the
difference between all revenues

“from cars and gas ($3.5 _billion)
. and the costs associated with -

dependence on cats, estimated by -

Pollution Probe at $8.3 billion

(The Pollutron Probe estimate

- covers such itenis as health costs

~.arising from car accrdents and
"-smog, pohce employed at traffic -
- control, and removal of prime’ o
foodland. from productlon )

TAXATION Refonm

' Th1s Actzon Plan advocates that

taxes on income, savings, and
. small businesses be scaled back as -
_these are the very factors L
E f'underlymg long-term economic _

expansion. Where would the loss

_ of revenue be made up? By taxing
- the things that we are trying to
_ discourage through the use of
- various envrronmental taxes of

.» INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT



" charges. A charge can be '

considered as a "price’ that is paid

- for polluting the environment.

. Charges provide an incentive for

- reducing pollution: ‘Greater use _
could be made of vanous types of

-charges. L
* Effluent cbczrges these are. based

' on the content and amount of

: 1ndustr1al drscharges into the air,

. water, Or sewerage system. In the

~ OECD countries, they have been

" used mainly in the area of water '

] pollutron control. _

.. User cbarges these are fees.
charged for using a resource or for

 being provided with a service, -
They are 'com'r'nonly used for the
collection arid treatment of
mumcrpal solid waste and

. wastewater dlscharged into sewers.

Royalties on resource use— such

‘as timber, minerals and,oil — are
-another form of user charge. Such

charges can encourage people to
be more efficient in using .
- resources, since the less they use

© . the less they will have to pay. ,_
. Product charges are charges added

N 16 the price of products they can
. “be used to discourage dlsposal ot

~ encourage recycling. For example

a charge could be made according

to how muich packaging a product

- uses. A product disposal charge

~ could be made on paper to
encourage waste-paper recycling.
In Scandinavia, charges are
imposed on new cars to cover the
cost of their eventual disposal; in

"~ Germany, charges are imposed on

lubrlcatmg and other mineral oils -
to cover the costs of thelr '

- collection and disposal.

- have a price advantage over

Where 1o Start — An Acrtion Plan for Protecting the Environment & Reducing ANAdA's Deficir |

Differentiated sales taxes. A sales

tax is generally paid by consumers. -
- They have the ability to‘affect

buymg patterns, and create

* incentives for consumers to buy -

|- This can be dorie by imposing

different amounts of sales tax on
different goods or services so that’

environrnentally'friendl'y products

_polluting products

Preliminary studies done in the

"UsS. and Germa_ny imply that green'i_.
_taxes can play a potentially large role
*in the overall tax systern — up to

between 5 and 10 percent of a -

. country’s Gross National Product”
(GNP). With Canada’s GNP an
‘estimated $720 billjon this would

 amount to between $36 — 72

billion. These estimates are -
admittedly very crude. Estimates

~of the ant1c1pated revenues would
" be affected by the tax rates that
| were levied and the effects of the

tax. (Indeed as éco-taxes are

effective in reducing pollution,
~ then revenues will decline as the

pollution is scaled back)..

" Nonetheless, the potential for -
eco-taxes to play a role in

B  deficit-cutting, while at the same
time creating over. the longer term’ _
" a cleaner, more cornpetrtive and

THE POTENTIAL FOR ECO-TAXES TO

PLAY A ROLE IN DEFICIT-CUTTING,
WHILE AT THE SAME TIME L
CREATING OVER THE LONGER

| environmentally friendly products. - -
: ' . TERM A CLEANER MORE

' COMPETITIVE AND. MORE _
' SUSTAINABLE ECONOMY, CANNOT

© BE OVERLOOKED

more sustamable economy, ¢ cannot L

" be overlooked

--'The COSTs and BENEfITS |

A strategy such as this Actzon

| Plan proposes will shift costs and
a ‘reduce subsidy benefits. This will
~-|.. provoke opposition from those

affected. The ddded chargeson

. waste and pollution w1ll affect

_ INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT



_waste- and pollution-intensive - -
_industries, and will evoke

resistance on the grounds that this *

'added burden will threaten -

- profitability, competitiveness, and o

Iﬁ]obs “Those industries and sectors
whose subsidy benefits are reduced

will argue that jobs’ and llVGlll’lOOdSlb aE

are 31mllarly affected.

. Those concerns are genurne
.This Action Plan does not shrmk
from these issues but tries to :
address them fairly. While there
will be a shrft in costs, there will -

also be significant, overall benefirs.

Properly designed and =~ © "
implemented, this Ac_tz'bn Plan . :
_could yield signlﬁcant beneﬁts '

- related to: jobs, competitiveness, -
' energy efficiency, material .

: efﬁcrency, water efficiency, waste . -
reduc__tron_ and pollution reduiction.

. Jobs. Canada’s job creation

_strategy over the next decade must -

be concernéd not only with new "
jobs in new areas; but elso :
‘sustaining Canada’s many
resource-based jobs. These jobs

* must be sustained for the long

* term. Subsidy and grant policies
*.which-artificially stimulate and
accelerate rates of resource .
depletron must be avoided. The '

collapse of the East Coast fishery is -

"a case in point. In-terms of new -

~ . jobs the international market for
environmental goods and services

is as:large as the aerospace | market
’ valued at $280 billion a year

' _today, and expected to reach US
$580 billion a year by the end, of
the decade. The United States
_ spent more than $170 billion oa

pollution control in 1990, In Asia,

-the money spent 6n controlling -

| | A. M. Gillies | | .

: p_ollutio_n is expected to reach.$‘30
 billion annually by the year 2000.
In Western Europe ‘whete the

existing pollution. control market

“has been estimated at $50 t0°$100. o

billion per yeat, demand may

. approach $150 brlhon by the year -.

2000."
Competztwenen Mrchael Porter
Harvard economics profe’ssor and

- author of The Competitive Admntage
|\ . of Nations, has shown that

strrngent envrronmental pohcres

- actually enhance 1ndustr1al

compet1t1veness by trlggenng
cost- cuttmg innovations. The -

“short-term added costs relared to

product and process redesign are

‘outweighed (often very :
' srgmﬁcantly) by the longterm -
cost=savings assocrated with energy .

efficiencies, low wastes, and hlgher :
quality products ' :
' Reduced waste and polz’zztzon

' North Americans account for only
7 percent of the world’s _
,'_populauon but 50% of its waste.

The costs of dealing with the

' 'growrng volume of waste are rising

steadily. Some costs are private,
such as the costs of waste

| collection. Others are external,.
" |' "~ such as the aesthetic costs suffered - .

by people lrvmg next to landfills .

“and incinerators. A unit tax or
_charge on each trash bag sét out

for collection creates economic

- incentives for households to 7
" dispose of less trash (and recycle

more, for-example), but lowers the

“overall costsof trash disposal..

Some cour‘ltrie's like Sweden are-’

. .using tax polrcy as af instrument
in. plannmg for low/zero pollutlon

in selected industries by the year

~. INTERNATIONAL INSTITUTE 'FoR'SUsrAlNABLE' DEVEL(_)PME,NTV'
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2000.-For example acid rain is -

. caused by emissions of sulphur

dioxide (SOz) and nitrogen oxides -

- (NOx). Due in part to the
introduction of taxes on these

- emissions; Sweden slashed levels of

- sulphur dioxide by 75 percent

‘between 1965 and 1985. The .
country is committed to reducing

- what is left by an‘orher 75 percent.

. T|1£ Way Al-IEAd

.Thrs Action Plan i is 1ntended to:
% .spell out the goals of a’
green deficit-reduction
| strategy
% identify the spec'iﬁ‘c'areas' -
where subsrdy reform is. o
warranted from both an :
* economic and’
environmeéntal poirit of view

- 1dent1fy the specific areas
~ when tax reform is
~warranted, from both an’
- -€conomic and - -
'-environmental‘ perspective s

The Action Plan is not presented .

as a short-term quick fix. No -
realistic deficit-cutting strategy
“can be a quick fix. It is however,
presented as a place to start, a .
‘practical and concrete starting -
point for deficit reduction Which ‘)
sets'as its speciﬁe goals the
- restoration of both a robust
- economy and a healthrer -
, envrronment '

Some of the changes 1nvolve

. fundamental shrfts _Others require

_ consrderably more research and
planning. In our opinion, however, .
* neither the magnitude of the .
changes nor the amount of
additional work that will _
ultimately be required should -

Plan for Protecting the ENVIRONMENT & REducinq Canadn's DEﬁCiT

| serve as.a reason not to start
immediately. The general -

approach that is required is
twofold. The first step is to stop
sending producers and.consumers ,
the wrong signals through

_ environmentally-damaging
" subsidies: The second is to start
" sending positive signals by

incorporating environmental .
considerations explicitly in prices. '
‘The immediate priority should

therefore be to'study the

environmental impact of subsidies, " v . o
' ) '-RESTORATIQ_N OF BOTH A

ROBUST ECONOMY-AND A
 HEALTHIER ENVIRONMENT.

to ask whether the objectives for

these policies are still valid; and if

so; whether they can be achieved

" ifr 4 more sustainable fashion. The
- .second area for action should be
' increased experimentation with
-ecological tax reform. There are

many obvious areas where

| environmental taxes could be -
~ applied. In addition to immediate
- economic and environmental »

- benefits, this. should help to

1ncrease our understandrng of

‘ many of the more fundamental

issues that will have to be resolved

“in order to.green the budget .
- process as a- whole.

- There are always technical and
political difficulties to changing
taxes and subsidies. But with
increased effort; and the _
knowledge that our.current tax

- and subsidy regime, created inan  *
- earlier time, may now be servrng
" to.dig us in deeper — both
- -|" financially dnd envrronmentally —

‘these difficulties should not be

N 1nsurmountable

THE ACTION PLAN I NOT
 PRESENTED AS A SHORT-TERM
 QUICK FIX. NO REALISTIG y

"DEFICIT-CUTTING STRATEGY CAN_

BE A QUICK FIX, IT IS HOWEVER,
PRESENTED AS'A PLACETO -

 START, A PRACTIGAL AND" N
 CONGRETE STARTING POINT FOR -
 DEFICIT REDUCTION WHICH SETS

AS ITS SPECIFIC GOALS THE

INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT



| . M. Gillies

1. IntroducTion

' A world of ll'rnitless resources' B
and boundless spaces.”

This is the vision that has driven

the phenomenal economic anid
_industrial expansion of the 20th
century. All nations on earth
-shared in this vision. The

1ndustr1ahzed nations were first off -
‘the mark, but the rest of the world

is now awaiting its turm.:

. Given the universal appeal of .

tl’llS v1sron it is ‘not surprising | that

» governments have taken it as their

céntral mission to make access to
.the world’s resource base as
inexpensive and easy as possible
- Governments have spent brlllons

of dollars in order to subsrdlze and

accelerate the use of forests,
fisheries and fossil fuels, and to
allow air, soil, and water to be
~used as free dumping grounds for
our wastes— all in pursuit-of :
-wealth jobs, and economic .

~ progress. Dehberately, if with the

_best of i intentions, we have used -

governments to shield us from the

_true costs of our own economic .
actions. C
That path rnay be too expenswe
for the 21st century. Grossly
- 'art1ﬁc1al underprlcmg cannot go
" on mdeﬁmtely Inaworld of
" already over-stretched publlC ‘ ‘
sector budgets, governmerits can
_no0 longer afford the_expensi\}e
_giveaways embedded in
" _billion-dollar subsidy programs.

1 . and tax concessions. And'in a-

worlcl of already over- stressed
resources, a more cautious
approach to what we dump and

.| discharge, and what we recklessly |
consure, s more than warranted.

WINfWIN

There is a. win-win opportumty
We can avoid passmg along Both a
financial - 4nd an environmental.

- deficit to the next generation. .
* First, by cutting back on subsxd1es :
-which are leading to rates of

resource depletron far in excess of .

- what is necessary or sustainable..

Second, by using our tax systems

_ to put a-realistic price tag on the -

use of air, land, and water. Using™

: .these as receptacles for our. wastes,
_emissions and pollutants should
| catry an apptopriate Cost. Indeed a.

stiff cost will accelerate the:

’development of low waste
production systems - and clean .

industrial technologles NOt only

‘are these desirable.in their own -

right, they will be universally. .

’.sought after in the 21st century
~ economy.

The opportunmes we face ’

* should not be: overlooked With

* imagination and crearrvrty, Canada

- can-enter the 21st century with . -
_both its financial and '

env1ronmental house in order

INT‘ERNA‘_fIONA’L INSTITUTE FOR SUSTAINABLE DEVELOPMENT



Where 10 Start — An Acrion Plan for PROTECTiN the Environment & Reducing Canada’s Deficir

2. Canada Nor Alone

Canada is not alone in facing
these challenges. The global
 economy is now “unmaking” the
" nattiral environment through the
cutting and burning of forests,

‘damming of rivers, elimination of -

other species; and the injection of
billions of tonnes of pollutants into
the air, soil and water. Over the -
past 20 years o

" . 4. world population has

increased by one billion'-—

about 20 percent;

& " the net amount of potential .-

- productive forests inthe .
- world was permanently:
reduced by nearly 10%; "

% arable land, especially in-
" Africa and India, has been
permanently destroyed or
‘lost over an area equal at-
least to-the entire arable
" land in Saskatchewan

_ % the water table dropped
" alarmmgly in'the southwest
U.S., while sahruzatlon

‘became a serrous problem in

' 'par_ts of the Car_lad,lan. prairies.
- Whar goes around ...
 Thei impact the globa.l economy is

' havmg on the environment is now -

 corning filll circle. Deteriorating -
environmental conditions are now

o _. responsrble for creating wrdespread

- unpovenshment and economic

. hardshlp Air pollutlon and acrd rain

“are destroying vast  stretches of
. Europe’s forests, and greenhouse

| oveifished, dccording to the UN

+ annual Joss of rangeland"- R

.DETERIORATING ENVIRONMENTAL

. g.a'sesl and - global warming could ‘ CONDITIONS ARE NOW
_setiously disrupt economic  activity 'RESPONSIBLE FOR CREATING
actoss many regions. Four of ‘the. . \y|pESPREAD IMPOVERISHVMENT ...
~ world’s, 17 fishing zones have been - e L
N MANY PARTS OF THE WORLD,

Food and Agrlcultw:al _
Organization. Land degradatiorl is
taking a toll. In Aftica, where land
degradation -is most visible, the

~ ECOLOGY AND ECONOMY ARENOW
LOCKED I AN UNFORTUNATE BUT .

" UNMISTAKABLE LOSE- LOSE
DOWNWARD SPIRAL. *

productivity is estirﬁated at $7. . —

billion, moré than ‘the GNP of ~ -

‘Ethiopia and Uganda 'combine_d. -

In many parts of the world,
ecology and econemy are .now
locked in an unfortunate but

i unrmstakable lose-lose downward
' sprral

| .SElffiNﬂiCTE:d? ._ 7

o At z‘be mbment; world economies are

moving. bzzcéward at an ;zccelemtmg

"\ pace. If the annnial draw on the earth’s .
" stock of renewable vesources 15 o be -
' brought within the capacity of natural

systems.to generate it, the industrialized.
world will need to increase by several
orders of magnitude its support for- .

 strategies aimed at abating pollution, at
' protedmg and presmmg essential re:ozme

capital and at rextorzng and
rebabilitating assets that bm/e already

|  been depleted or exhansted.

. It is much more important; however, z‘o :

- reform the (budges} polzaar that adtively
i zmmtentzomzlly emoz;mge defomtzztzon, _ ‘

-INTERNATIONAL INSTlTUTE FOR SUSTAINABLE DEVELOPMENT e



- water quality. . . Unless and until o
- such’ policies are reformed, nations will .
ot be able to keep up, let alone aztcb '
up, with the increasing rates of
- dep/etzon of their natural capital. !

-This quote from Jim MacNeill -

captures very well the contradictlon

we now find ourselves in.
Subsidies to resource industries,

for example, are commonplace |
_ around the world, and greatly

accelerate the rates at which the
éarth’s forests, minerals and fish

stocks are depleted,"oft_en in “boom
and bust” fashion. In the 'sztme way, |
, w1despread subsidies foroil, gas, coal
and other fossil fuels lead to serious _‘ _

usderpricing, which in tirn

-encourages profligate energy use,
“undermines efforts at greater - :
- energy- efﬁcxency, and hampers the
development of less-harmful energy N
alternatives.

1t is.now 1n'cumbent'upon
governments to develop and
apply tests of Sustalnablllty to all

‘their programs. There are many
levers that gov_'ernments can .
. wield through their budgetary
~ powers: taxes, financial : =
~ assistance, subsidies, ag'reernen-ts_,
: rese’atch and development .
. e)tpendltutes, export credit,

regional development grants, -

. resource development leases',"
‘marketing policies, tariffs and
. depreciation allowances. The
* challerige of the next decade, and
l into the next century, will be to-
"harness these instraments and’
- point them squarely in the .
- direction of a sustainable global |-
~ economy.. T o

» ‘ | A ‘ Gillies , B
c{exeﬁz'ﬁmﬁoh, .déstrum'on' of babitat
‘and species, and’ decline of air and

The opportunities are limitless

~ for using these instruments to.

promote sustainable aims: greater

input efficiencies, lower wastes;
. recycling, reduced reliance on toxic

chemicals, increased land .

" reclamation, alternative energies,

conservation and the like. In the

_industrialized countries alone, $2.1
_tnllxon is taised and spent each
| .year by the countries of the EC

and $1.6 trillion is raised and: _
spent by the U.S_. and Canada.

* Harnessing this enormous
v,spendmg power to promote .
“chanige for the better” is essentnal

if sustainable development is to be

achieved.

10
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Where 1o Start — An Action Plan for Protecring The

3. Billion Dollar Subsidies

' ARE WE pAqu for OUR owu o

-impoverishment? .

 Government sub31d1es have
- played an enormous role in
creating our modern economijes. "
Public expenditutes and subsidy
programs have underwritten

o large-scale road bulldmg, ralltoad

expansion, and mass systems of -

: educatlon and health care, to' name-

“only a few examples.. ,
Subsidy programs have- also

- opened access to the world’s.

resources. Ihdeed public subsidies

are now so masswe and so

fpervaswe ~ from forest clearmg,

| '~ to pesticides, to fossil fuels — that
scaling back will be dlfﬁcult Yet e
- the vast scale at which we are

depletmg our resource base — -
Wastefully and unnecessanly — .
. requires that a scahng back take
_place. -

'_,7 1 Fonesr Loss

' Probably the most visible of the
pressures facing the planet is forest
" loss. Each year the world loses

- some 17 million hectares of

tropical forest alone, adding up

" overa decade to-an area the size of .
- -Malaysia, the Philippines, Ghana -
the Congo, Ecuador, El Salvador;

and Nicaragua.

Clearing forests is, in effect, the '

"_.loss of a highly productive.
- ecosystem in exehang_e fora

| - of course they are. But there are

- tropical-country governments —
often aided by mtematlonal donors - -

short-lived ‘ tlmber booms”

' short- term economic gam The

reasons for this are not “hard to.

understand. The . cutting of timber -
 for the purposes of logging, pulp

and paper, and making way for

'| agriculture are all regarded as

necessary économic activities. As.

' serious questions as to whether the.

benefits are outweighing the costs.
Laden with debt and lookmg for
qu1ck revenues, many

2= have 1nst1tuted tax credits and
other fiscal incentives to encourage

- the conversion of forests to
pasture, cash crops, and other land- :

uses that may earn short-term

- profits but rarely prove sustainable-

ot poor tropxcal soils. Generous -

_ harvesting contracts have fueled

Wthh
leave little behmd when they

~collapse. Once tropical fores,ts are .

| - gone, the land rapidly loses its

' '_fertilityi These soils can be farmed .

| for three to five years and can be
grazed for five to ten years before - -
'_bec'orning wasteland, but they

' typlcally will not sustam

product1v1ty over the’ long term. 3
Forestry is still too often a.

. cut-and-run operatlon in which -

|- the forest is not helped to tegrow
Worldw1de 10-trees.are being cut
for every one planted; in Africa the -
ratio is 29 to 1. A program of

Environment & Reducing Canada’s Deficir

SOME NATIONS NOW HAVE AN

APPROPRIATE PRICING -
STRUCTURE THAT PROVIDES FOR
ADEQUATE REFORESTATION..

 THESE NATIONS ARE EXPANDING

 THEIR FOREST COVERAND

© GETTING WELL-POSITIONED FOR
AN EXPANDING FORESTRY -

SECTOR. FINLAND'S FOREST

E ‘RESOURCE IS PROJECTED 0 |

EXPAND FROM 55 MILLION CUBIC
METRES-IN 1989-T0 75'MILLION

"CUBIC METRES IN 2005.
SWEDEN'S ANNUAL FOREST

GROWTH 1S100 MlLLlON CUBIC

- METRES PER YEAR ITIs -

CU}RRENTLY HAB\/ES_TING

70 MILLION CUBIC METRES
| ANNUALLY.

INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT
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A. M. Gillies

reforestation is a- worldwide

- priority. Our Common Future the.
~. Report of the Brundtland
_ Commission said the. world needs -

to plant trees on an area the size of

‘Saskatchewan every year. -
' Commensurate with: that priority.

those same grants, subsidies, and .

" tax concessions which encourage - .

forest “giveaways” must be

" suspended, or at least be
rebalanced and armed in favour of
- tree—plant__rng,_ so that reforestation
", matches or exceeds de-forestation.

| Canada

is well knonvnt Canada is a forest - .
- nation, ranking third in the world -
- in forested land, after the (forrner)
USSR and Brazrl Canada s forest.

’ products are its single brggest

export; worth approximatély $25

_bllhon (and earning Canada the ‘
- reputation of being the world’s -
_largest exporter of wood products).

The industry employs over

900,000 people, one-tenth its |
_labour force Over 350 -

communities are ‘almost solely :

. dependent on loggrng or pulp and
paper, as are some 7000 businesses.

Massrve _cuttmg since the last

centlify has reduced Canada’s.
 forest cover to under 50% of the
land surface, but we still possess

about 10% of the world s
productrve forest and one- thrrd of

 the world’s Boreal forest. But the

_-amount of timber close enough to | '
_roads’ and mmills to be commercrally ‘
usable is shrinking. Due to

diminishing stocks, Canada’s

_ - Adnual AHowable Cut has . ,
' dropped from 256 million cublc

metres’ .in 1970'&5 204 million in.
' -1986 ‘In 1988: the Audrtor

General’s report said; Srgmﬁcant

* shortages of wood are now -

: reported at the local level in every

“|" province. Restocking of productive
- forest lands has no:t- kept pace with - _

the harvest and this threatens -

~future forest productlvrty wk

Until recently Canada replanted :

- only 1 tree in every 4; a ratio now
improved to 1 in 3. These rates are .

still too low. Aceording~to the.

" Government of Canada, “Hence it -
is predicted that, unless drastic - '

. changes are made-to forestry )

T _— | .practices Canada’s"mighty .forests” e

_.Canada’s dependence on forests

will be reduced to scrubland by

’rhe middle of the 21st centuiry.”

If this is o be avorded Canada
must sharply reverse the drrectron -
of its public polrcres Some . |

. countriés have already made-this |

change in direction, most haven't.

| “The Brazilian taxpayer has been

underwriting the destruction.of "~

. the Amazon with millions in tax . .

abatements for uneconomic, " -
enterprrses American taxpayers .

|, are subsidizing the clearing of the

| Tongass, the great rain forest of ‘
‘Alaska: The Indonesians do the »

~ same, So do the Canadians On . .

.~_:sharp contrast, some nations now. - -
‘have an approprrate pricing" ’

structure that provides for

- adequate reforestation. These

" nations are expanding their forestf'
- cover.and getting well- positioned
~ foran expanding forestry sector.

- Finland’s forest resource is

pro;ected to expand from 55

',mrlhon cubic metres in 1989 to 75

million cubic metres in 2005."
Sweden s annual forest growth is

12
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100 mrlhon cubrc metres per year.

It is currently harvesting 70.
million cubic metres annually.

3.2 Aqmcuhune DAanR
o SquAls

One- thrrd of the planet is »
already desert. As the forests are -
-cut back and grasslands
' over-grazed or over- farmed
deserts expand The deserts : are

growing at a rate of 60, 000 square '

kilometres a year an area larger
than Nova Scotia and Prince

: - Edward Island together. When the .

land dries up, fertile soil is blown

or washed away. »Around the wc_')rld 1

an estimated 24 billion tonnes of
_soil are lost each year, and fertility
has been reduced on cropland
: twrce the area of Canada
. Pesticides are a two- edged
- sword for agriculture. They kill -
creatures that prey:on crops but
the chemical residues sometimes

have severe side effects, including -

the poisoning of wildlife and the
: contamination of drinking water.
In examining policies among nine
- developing countries, the World
- Resources Institute in

Washington, D.C,, found pesticide
' ‘subsidies in the early eighties _ ‘
reaching as high as 89 percent of .-

~ the unsubsidized retail cost (in

" . Senegal). The median subsidy was

. 44 percent. In Egypt, subsidies -

© cost the treasury more than $200. - -

mrlllon per year. The Egyptian
'government spent mote peér capita

on pestrcrde subsidies in 1982 than -

~ it currently spends on health.’ By
keeping pesticide costs low,

govérniments aim to help framers

- reduce pest damage and thereby

WhRE TO START — AN ACTiON Plan

increase crop yields. But it also

excessively, i increasing the myriad
risks ‘associated with toxic farm
- chemicals. '

- encourages them to use pesticides .

_ Pesticide subsidies prov1de one _‘ L

example of costly and damagmg

. pubhc policies. There is a tase to

be made that the problem goes o

~much deeper than that.

for Protecring The Environment & REduciN Canada’s Deficir

'-tFarm Suhsmles

'vs#

IMZea(and ¥
B _Euronean Communty [T R
T B | e |
o.,' 5000 10,000 15000 20,000 25,000

30,000 .
Annual subsidy received by each farmer. ($U S.)
Source Globe & Mail Report on Business, January 1990

Agrimltural rzzb;t'd_z'er prow'd‘e one of .
| . the best éxﬂmple: of unwittingly '

destructive economic policies. Virtually,

the entire food cycle in Novth America,
: We.rtem Ezﬂ’ope and, jdpdn attracts

huge divect or zndzrea‘ subsidies. These
mbszdze.r enconrage farmers to ocrzzpy

‘marginal lands and to clear forests and
woodlands. They induce farniers to use .
- excessive amounts of ‘pesticides and
| fertilizers and to waste undevground

and surface waters in irrigation.
Canadian farmers alone lose wéll over
$1 billion 2 year from reduced -

producz‘zon due to erosion Jtemmmg

‘ INTERNATIONAL lNSTITUTE FOR SUSTAINABI_E DEVELOPMENT - :
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. from pM'ct'z'cer' undemrzﬂén_ by the o C AN Ad A -
szmzdzan taxpayer. i '

Accordmg 10. the Org;zmzatzon for
Economic Coopemz‘zon and

'Developmenz (OECD) -ani other
sources, the farm-sztbrzdy structitre now

1 Soil problems on’ the Pralrles

- did not begin and end with the
famous “Dirty thirties.” Evcr since- -
prairie land began. to be cultivated . -

"in the late 19th century, the S
costs Wertem governments in excess of ' '

~-$300 billion a year. What
conservation programs can compete with

' that? These subsidies send farmers far
maore powerful signals than dothe '
small grants usually provided for sot!

fertility of some areas has been
declining. Ever§7 yeat we are losing
300 million tones of topsoil on the o
Prairies, and organic matter is .
_being de§troyed 10 times faster
, , : " than'it’s being produced. In the
“_”d’ warer conservation. eastern proVinées so much 'topsdil'
“has been lost that rocks are 7
e | sprouting through once-rich farm
o fields. Prince Edward Island has -
— — —— 11" | lost 50% of its topsoil since 1900.
Greener and cheaper L ][ In 1984, the Senate Standing.

Committee on-Agriculture,’

| wewunGTon
REE-TRADERS' have long argued T Less muck spreading N | - Forestry and Fisheries produced
X" that farm subsidies hurt the environ-: - Soil A Risk. a repott that - :
ment, but without much solid evidence. N New Zealand's fertiliser price ¢ | ) 75K, @ I€pot '
-Since 1984 New Zealand has scrapped-
most of its.agricultural support, Recently
. -the Ministry of-Agriculture (MAF) pub-
lished a report* on the envirorimental -
effects. They are uriquestionably green. ; : o : : . T ) . R
e eg&;,w Zg:la'nd's farmers have always e e | ||| .agriculture department estimated.
-used less fertiliset, fuel and chemicals - 111 v - . (. :
than farmers in Europe and North S—— . that Canada lost.as much as $1.4

estimated that soil degradation in
- Canada costs farmers $1_ billion a
year.-That same year, the federal

Armerica. But even in New Zealand sub- billion when 'OhC counts the costs

sidies seem to have inflated the use of - T L emagm : .
these things. Superphosphates, for ;ﬁ-_ SR A Jmincome. 1sa2sm, a4 of pollutlon and sed1mentat1on off ‘
stance, were subsidised for 20yearsupto - | [ - ‘ s
1986 (see chart). The -MAF study argues | .. M% the farms. o
1 ctk}:)at subsidies increased fertiliser pur- - - | - rﬂp‘"‘""“’“"""““"’""""‘ = . In 1990, the Sc1ence Councrl of S
“chases by 10-25% in the 1970s, though'it "~ PR 715 STETE 5‘1 ’ a‘z Ltl‘s > a|7 : 819
admits that the decline in fertiliser sgéla Canada un dertOOk a
- e . souoe Ministy ot Agricutmre . . )
that followed the end of subsidies may™ . : — A omprehenswe two-year study of
also have. been. caused by declining ‘ T A : i
world commodity prices and their effect. s now grazed less intensively. o _ the SUStamablhtY of the Canadlan
on farm incomes. i " All these changes have been environ- s .agrl food mdustry Their
) Despltethelrrelanvecauuon with | ar- mentallybemgn However, because sub- !
. tificial fertilisers, New Zealand" sfarmers *  sidies to manage soil erosion have also o COnClIJSlOn was that many of our

were guiltier than ‘most when itcame to ~ vanished, some land has become more
-clearing too much land'and putting too ~ vulnerable than in the past. The Uru-’ ; current p roblems were
manyanimals on it. These mistakeswere.  guay round allows farm subsidies witha - - self—mfhcted Wmd and water
once underwritten by subsidies.- The  specific environmental ‘purpose—such

country’s pastureland roseby nearly 10% " as support for erosion control, Perhaps ‘erosion of 50115. has been brought

.in the 1970s, When the subsidies went,” New Zealand is the one GATT member- - o . I RRICEET
‘ . t by the cultivation of
‘[ |. the land-clearing stopped Subsidies  -that should intervene more on theFarm.' abou_.by ‘ _-Cul vation o .
1} alsobolstered the relative profitabilityof " notless. | = . - || | marginal farmlands and practices

raising sheep, which tended to graze the ~ --movereneee s ) P h ive till _

most marginal lands. As the subsidiés * “lmpacs on the Environment of Reduced Ageic .. .such as excessive tilage,

h fa H be tural Subsidies: A Case: Study of New Zealand.” By . o - N o
ave gone, farms ave become more: Russ Reynolds and others. MAF Technical paper ,mor}oculture, and

dlvemﬁed and the most margmal land " 931z, - R o R
. summier-fallowing. Salinization is

" The Economist, Nov. 27, 1993 -also associated with

summer-fallowing, as well as
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* long-term irrigation using high
mineral content Wattf. Public
policies have also played a part.
Food production strategies,
including government subsidies -
. have encouraged oversupply,

‘notably of grain products. The o

- stimulation of production has .
' encouraged the adoption of -
energy- and chemical-i mtenswe
- technologies and practices that are

environmentally stressful, with the -

~ result that 'the development of

. sustainable agriculture systems has

been hindered.”

. The long-term consequences of
these trends cannot be ignored. - -

Ca_nadiah- agriculture is a $50

billion a year business that directly - ,
,or indirectly employs 14 percent of

- our'workforce and accounts for as
much as one-third of our trade »
surplus. The industry comprises

~ some 293,000 farms which

provide employment for 450,000

- Canadians in primary agriculture;

plus an additional 1.5 million -

.Canadians in related farm suppl)%, .

processing, distribution and retail -
~ businesses. To save these jobs, thlS
industry and the environment,
change.is necessary. As a modest
first step,’ subsidy structures could
be changed in ways that pay
-farmers to build up rather than

_ deplete their basic farm capital.
The “greening” of agricultural
subsidies offers the possibility of

sustaining both the land base and’ -

- the livelihoods:of those who
~depend on.it.

- As cited above, up to $1 bdllon :
. in current government subsidies

. could be adding to the problem.

- Turning those subsidies around —

Where 10 STarT — An AcTtion Plan for Protecting The Environment & Reducing Canada’s Dsﬁir

or even parf of them — would go- »
a long way to addmg to the

_solution.

_7 3 ENEqu ANd GlobAl
N WARMINq

The mdustnahzed nations

" derive almost 90 percent of their-

energy (including that used for

" automobiles) from fossil fuels,

while 7 percent comes from hydro,
3 percent from nuclear — energy

_’from other sources add up to 0.2 -

percent. - .
Fossil fuels play a dominant role - .

- in many of the key environmental

issues of the day — climate-
change, depletion of the ozone -

layer, acidification and urban air-

pollution. The hurnihg of fossil .

’ fuel'_s,'creates’._COé, which along
' With methane and CECs, isa

major contributor to the -

greenhouse effect and global

warming. Over the last century, -

| * fossil fuel burning has poured

billiéns of tonnes of additicnal

. greenhouse -gases into the

atmosphere. Carbon dioxide levels

~ have risen 30%. Methane levels
“ have risen 100%. In its report, the -
‘Brundtland Commission noted -
~ that “choosing an energy strategy
‘ __‘inex}itablj; means choosing an
- envifonmental strategy.”

. North Americais currently the

Ica_dm_g source of CO2 emissions
(25 percent of the world’s total).

By contrast; Japan, the nation
with the highest per capita income
and the second largest-gtoss _—
national product (GNP), produced
only 5% of emissions, having

, '_SW1tched significantly to natural

gas 2 cleaner fuel than elther coal

_ INTERNATIONAI. INSTITUTE FOR SUSTAINABLE DEVELOPMENT




STUAL M.Gillies ._

" or oil, and mvested in'energy .

efﬁc1ency after the 011 supply scares'.

' _ofthe 1970s. .

While altematwes to fossil fuels C

- .are emerging, for now energy.

v efficiency offers the best potential
~_ for cutting back pollution and

: saving slca'rcereserves of fossil

Gasoline Prices and Per Capita
_ Gasoline Consuniption.

Gallons per Person per Year -

- 400 _ —
W ys
300~
- 200-
B\ SWEDEN _
- UK @ NORWAY -
. 106~ ‘ o
S HITALY .
q

.0 051 15 2 25 3 35 4 45 5

" Dollars ($1987) per Gallon

World Resources Institute fuels. For_'d'eéades it was thought ~
' o that increasing energy use and

" . economic growth were indivisible.

" Experience has shown this to be o

~ false. Betweén 1973 and 1985 in,
the decade after the first oil price
“shock, per caplta energy use in the
" OECD countries fell by 5 percent,
while per capita GDP (Gross -‘
- Domestic Product) grew bya
third. Buildings in OECD |

* .coutitries as a whole now use a

quarter less energy pe_r' petson - -
than they did before the first oil -

shock,_ while the energy efficiency. | )
of industry has improyed by about

“a third. Worldwide, cars now get:
-25 percent more miles to the _
| gallon thdn they did in 1973. In - '

all, increased efficiency since 1973 '
has already saved the

* industrialized c0untrres $250

l)1111()r1

Far ‘more could be achreved

* Buildings, mdustry and transpore -

could all increase their efficiency

byat 1eést_ 50 percent. Cars that
achieve more than 50 miles per-

\ ‘gall,on (mpg)-are alféady on the =~
‘road — and prototypes that get

about 100 mpg have been tested.

Encouraging public transport
~ would save more energy; buses _
- and trains use about three-quarters. '
- less fuel per passenget mile than

cars; trains and ships use’

. tWo- thrrds less energy than trucks :

to transport the same amount of

. freight.

The techmology for massive -

’savmgs in energy — and pollutron' :
- is avarlable The major ¢ obstacle '

to achlevmg improvements is the -

'exrstmg structure of pubhc sector

1ncent1ves These mcennves

_usually promote the very opposrte
. of what is needed. They
~“underwrite the exploration,

development, arid consumption of
coal, oil, and gas; they ignore the
costs of pQHuting, air; land, and " -

. water

“In 1989 the 21 member
countries of the Internatlonal
Energy Agency (IEA) spent 75 |

“percent of their: $7 3 brlhon energy -
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research budget on fossil fuels and -

. nuclear energy, but only 7 percent
on renewables and ‘5 percent on

" energy conservation.° In the. )

United States, a recent study,

_ Fedeml Energy Subsidies: Energy,

: 'Enwronmenml and Fiscal Impacts,”
concluded that energy. subsidies

~cost U.S. taxpayers between $20
:brllron and $36 billion in 1989,
the latest year for which reliable

- dara are available. The Study

. found that these subsidies favour

rncreased energy supply over

- 1ncreased energy efficiency by a

35-to-1 ratio, with 58 percent of

the subsidies going to support

fossil fuels and 30 percent going to ;

.- the nuclear power industry.”

' 'Other researchers have put the
US. energy subsidy bill even'
hlgher by including the $50 brllron
price tag the U.S. paid for

. protecting the Kuwait oil fields -

_ durrng the Persian Gulf war. -
" As a resul, OPEC has projected

that wotldwide consumptlon of oil - -

will rise by nearly 20 percent -

~ between now and2010. Fossil

-~ fuels will continue to produce 90
percent of the world’s energy
supplies intothe 21st century,
adding 4 further 50 percent to the
pollution problern in the next 50 -
years. (And incidéntally, ensuring

. that the world will continue to be

dependent upon the whims of ..
" OPEC. ) In order to meet rhi_s-
demand Dr. Subtoto, -

'Secretary General of OPEC, has

" estimated that around $250 billion - |

will be requrred worldwide over
the coming years to raise

'productlon capacity sufﬁcrently
Thus, the status quo will by no -

liERE 1o StART — AN AcTion Plan

for Protecring The Envvironment & Reduciq Canadd’s Deficir

means be a bargain, either for our.

~economies or our ecology. -~

On the other hand, where -

- countries have reformed rherr tax
| and subsidy’ polrcres aspartofa -

broader package of energy reform
the results have been i 1rnpressrve

'Japan achieved its greatest energy

~ GASOLINE TAXES IN -
INDUSTRIALIZED NATIONS
(1992) |

. . ltaly
Denmark
France

. Netherlands
' West-Germ_any’
' Britain *

’ \lapan _‘

" Turkey |

' ‘Cahada_- ]

United States Jii

Tu %

- $U.S. per .gallon- ,

- savings between 1979 and 1986,_
: wlien it cut‘energy consumption

Orgoni.zdli'on for Econornic'
- Cooperdtion and Development
20 percent. From 1973 to 1986, '
GNP grew 63 percent while-

~ energy demand grew only 6.2 -

percent. Small businesses obtained

~ energy audits at no charge, and all
factories above a rmnrmum size had
“to have a lrcensed energy engineer to
promote energy efﬁcrency Efﬁcrency
R »rstandards were also applred to .
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THe Gasts oNLY- $1.39.
'rHe. AIRCRAFT CaRRIeR IS
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* THe GasSMasK is $45 aND THe

GUN 3pP5 430 4.GaLLON.
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_industrial -proeeeses, bujldirrgs,' ‘
_automobiles, and appliances. All of

"' this'was supported by a high tax
--on gasoline and incentives for -
“energy conservation’ which -

included accelerated - depreciation '
or tax credits, .reduced property
taxes, and loans

_Canada’s record on energy

: efﬁcrency has never been a good ©
‘one. During the 1973 to 1979.0il .-

ctises, we did achieve some- - -
efficiencies, with the result that.
the amount of energy to produce -

~one dollar of GNP dropped by 14
o p_e'_rcentf.‘berween 1973 and 1986,
. Still, this drop was-only two-thirds

of: what was realized. by the other

- “member states of the OECD

Durmg the second half of the
'1980s, 1mprovements in efﬁcrency

 slowed down again. '
Canadians have historically | been

. profligate users of enetgy. Blessed -

- witha country that, during its -

deve10ping'years had abun'dant arxd ’

easily accessible sources of energy,

Canad1ans have developed

energy-intensive lifestyles and -

|- industries. Canada’s économic - -
'prosperlty was based on cheap

energy — for forestry operatrons -

" to move wheat long dlste_mces to
* market, and’ t'o develop

- energy-intensive. industries such as .

- dluminum smelting that gave

Canada a competitive advantage

- because it had * ‘the- cheapest
f"electrrcmy in the world.” The -

* conspicyous dlsplay of enetgy even
‘became 'a natronal trademark and =
| - tomantic symbol. - Canadians have .
" been for a decadé or more’the
“highest or second-highest: per-
 capita energy users in the world —
* which might at first be explained

by, the -cold winter .climate, except

" that energy usé is just.about as
* high in the milder parts of the

country. Other cold- countries —
Sweden, USSR — use much less’

| fuel per capita, Canadian.
R consumprron of fuel for personal

transportatlon again the hlghest

. in the world.. Our Canadran ‘ B
* lifestyle -and habits, untrl ‘now, -
have Sthbbo’rrﬂy resisted attempts
~ at greater efficiency. .

- In the future, if Canadians are

to. achleve 31gn1ﬁcant increases 1n L .

energy. efficiency, we will need

-.consistent and sustained” polrcres
1 Fluctuatmg orl prices are part of
* the problem. Every time the price” -~
of oil declines, efforts are eased and
~ the -energy crisis is proclaimed to -

be over. Inconsistent policies are’

| ‘another problem. Relatively small

energy copservation programs are
no match for the enormous -
influences which point in the other
direction — the second-lowest -

" energy taxes in the-world and
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Greenhouse Index Rankmg and Pereent Share
~ -of Global Emissions, 1989.
/nz‘ergovemmenta/ Panel on Climate . Change (IPCC)

Percent 00untrv - Rank
17.8  United States 1
- 136 USSR 2
.91  China: . 3
47 Japan 4
41 - India 5.
3.9 Brazil . 6
34  Germany (a) 7
2.2~ United Kingdom . 8 -
120 Mexico - 9.
1.7 Indonesia =~ . * 10:
{ 17-  -Canada -~ - 11.
16, haly 12
1.5  France 13
1.5 . .Thailand. 14
+15 - Poland. 15
14 - Colombia - - . 16
11 Nyanmar - -~ =~ 17 -
11 Nigeria - 18
11 -Australia 19
-] 11 South Africa- - 20 -
{ - 09  Cotedlvoire. -~ . .21
09  Spain . o2
- 0.8 Korea, Rep. - 23
0.8 ~  Philippines . - 24

© 07 Czechoslovakia . 25

Sources

Intergovernmental Panel on Chmate Change (IPCC) Climate Change The IPCC
Scientific Assessment, J. Houghton, G.J. Jenkins, andJJ Ephraums ds. (Cambndge
University Press, Cambridge; UK., 1990).

. Note: (a) Data for Germany include both the former Federal Repubhc of Germany

and the German Democratrc Repubhc

: .Percent-Country - Rank
- 0.7 "Malaysia 2 ]
0.7 . Romania 27 .
0.7 Vietham . 28
07 LlaoPDR = . 29
06.  SaudiArabia ‘30
0.6 - lran, Islamic Rep.  31.
0.6 Argentina . .. - 32
0.5 Venezuela. = . 33
- 05 ' Netherlands- . 34
0.5 Ecuador . 35
.+ 05  'Korea, DPR: = 36
05  ~Yugoslavia - . 37
.05 Peru . .. - 38
05 . Pakistan 39
04  Bangladesh - - 40 |-
04 . Turkey AR I
.04 - Madagascar 42
04 Zaire - 43
04 Belgium . 44
© 03 Sudan - . 45
03  Bulgaria - 46.
0.3 . Cameroon =~ 47
- 0.3 Eaypt 48 .
|- 03  Greece - .49
03 a0 50 -

subsidiés to the eneigy sector

‘ estunated to be $4 brlhon )

’ _annually '

Increasing energy efﬁcrency is
 therefore undermined by our

stop-start-stop-start efforts and by
= ou'r‘clecidedly mixed policy signals-.'_
- However, as the OECD has . _
- pointed out a program of reduced
subsidies and increased taxes could »

influence pricing in ways that

encourage conservation and

- efficiency. This would involve

raising energy taxes during periods’

I of low real prices and reducing

them during periods of high real

prices. The objective would be to

maintain or slowly increase prices
at levels high enough to bring
about steady i improvements in

energy productrwty

INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT
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4 Eco l_vo'qicAl':'__TAx | RE form

Sluf'rmq TO A 2151 CENTUR)’ -.
_Ecouomy ' '

Our tax system constitutesd

-very major part of the frameworki

within which-our economy

operates. It affects every sector and
_every industry. The tax system .

contains an extraordinary number
of tax programs and tax policies .

‘which taken together, create an . -
extremely powerful framework of

incentives and signals for . .
irifluencing the behaviour of

producers and consumers,

businesses and heuseholds.

* Getting this framework “right” is *
- essential. The- wrong framework -
¢an damage the économy. Equally, :

the wrong framework can damage

the goal of creating a sustainable -

economy. .
The Canadian economy in the

215t century must be both strong
and sustainable.- “Ecological tax -

reform” is one of thé most -

important tools for getting us

thére. Properly designed a_nd fully .

- implemented, ecological tax -

reform could remove the

~“burdens” on our economy —

waste, pollurion, inefficiency —

.while providing relief and even

boosting the factors that are

“needed for economic success —
" work, investment, and greater.
. _efﬁcrency

A comprehensrve program of

- ecological tax reform should have -
_three main components Firse, it

should i 1mpose heavier levels of
taxation on toxic pollutron waste,
and 1nefﬁcrent use of virgin

. resources. Secondly, as an offset,”
,the current tax burden on incomie,
| sav1ngs and small business could )
| - be lightened. (The alternanve is to
- use the revenues from - '

envrronmental taxes to pay down '
the public sector debt.) Thirdly, -

| ecological tax reform sheuld’
_ensure that the tax.system offers =

incentives only for economic _
advancements in line with the lean '

“and clean economy which will be a
priority for competitiveness and -

prosperity in the coming decades.’

4.1 lE_NViliQ‘NM'_ENTfFRleNdly

- Taxation: Towards a Zero- '.
Wasre, ZERO/PO“.UTION
'Economy ‘

The idea of “ecological tax

reform” is.in many ways an
\ e—xtehéio_n of the Polluter Pays
- Principle. The principle was -

introduced by member. countries

“of OECD in 1972 The PPP

requlres a firm to pay the full costs
of pollutron prevention and contro_l :
measures. It is important fora.

'number of reasons. It has the
- potential to see that ‘
. environmental damage is reﬂected

20
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~ in the prices that consumers pay, . -

_ thereby-creating an incentive for -

consumers to favour those goods . .
which have the least impact on the

environment.-Secondly, pollution-
taxes drive-the further
development of zero- ~waste
'technologres and clean productron
systems, of which there’are now

" . many examples. These .

“advanicements boost economic

“performance since waste and toxic -
: pollution tweaken an economy and -

" cost it jobs.
.Over the past 15 years many
nations including’ Canada, have

stepped forward with a myriad o_f .

* charges, fees, levies, pay-pet-bag,

and refiind deposit schemes. These -
. in turn have sparked around of

~ private sector ingenuity, and -
profitability. A 1989 survey of
OECD members identified more

~ than 50 envirpnmental taxes and
" charges, including leviés on air andv

* water pollution, waste, and noise,

- as well as various product charges,

“such as fees on fertilizers and-
" batteries. In most cases these fees.
* have bee set too lovv to motivate
‘major changes in b'e‘haviour_,_and
have been used instead to raise a

" modest amount of revenue foran-
environmental program There

- are, however some notable
exceptrons In the Umted

" Kingdom; a hrgher tax on leaded

gasoline increased the marl(et' :
share of unleaded gas from 4 -

© . percent in 1989 to 30 percent in_

1990. And in-1989, the U S. "
Congress passed a $4.3. brllron tax.
on ozone- depletmg ' :

- chloroﬂuorocarbons (CECs), whrch

played a large part in hastening

_ expanded considerably since the

Where 10 Start — An Acrion Plax f Protecting the Environment & Reducing Canada’s Deficir

- their phase-out and subsequent -
" replacement by environmentally-. ;
‘benign alternatives. T

Some other examples are below.".
Azr Pollution. Acid -rain is ‘caused-

. ' by emissions of sulphur dioxide ‘
" (802) and nitrogen oxides (NOx). -
| Due in part to the introduction of

taxes on various atmospheric -

emissions, ‘Sweden slashed levels of

sulphur dioxide by 75 percent

" between 1965 and 1985: The .

countty-is committed to reducing -

" what is left by another 75 percent..
- Sweden isn’t the only nation. \West‘
- Germany cut power plant ’
“emissions of sulfur dioxide by
nearly 90 percent between 1983
‘and 1989. Switzerland and Austria

have gone further Finland was the _
fitst country to introduce a carbon

tax on fossil fuels effectrve January

1, 1990.

. Water Pollutzon The French

have had a system of ,efﬂuent

-+ charges on water pollution in place
since 1969. The system is
:primarily designed to raise -

revenues which are then used to-

_ help maintain or improve water

quality. As an illustration, the

. agency for Seine-Normandie,

corresponding to the Paris region,

~levied the equrvalent of $US 250

. mrllron in 1990 alone These funds
1" in- their entirety will be rnvested in
- water pollutron control in the
" same region. The pollutants on-

which charges are levied has

initial inception of the program. 18

The German system of effluent .-
charges is very similar to the -

French system. It covers a wide

| range of pollutants, and the

_INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT



‘ | | } ' A. M. Gllluzs | | | | :

. charges are, used to cover

administrative expenses for water
quality management and to .
subsidize projects which improve

water quality. The Netherlands

‘Recent E“nvironm’entaI'Tax- Reforms . -
from EC/OECD Gountrles (1 990)

i Australla
~ proposals for Polluter Pays
Principle’ laws

Belglum
- proposals to tax waste Water
and solid waste.

'Denmark
{a) has a.CFC tax and a tax on -

/| rubbish

~_ (b) refundable deposns on dnnk
containers, planned for car
batteries. = B

- (c) new legislation to triple
rubbish charge and increase cost
of raw materials in process.

Finland: _ ,
- (a)introduced a carbon tax;
(b) removed sales tax from -
green products’,;
(c) increases in taxes on

-y

single-trip containers, waste oiland

phosphate fertilizers.

France -
| - (a)charges business foratrand
_water pollution and uses the.

revenue to subsidize mvestments in-

pollution control by industry. -

(b) is considering redesigning .

water charges to discourage.
farmers from using. nitrate
fertilizers.” '

Germany

“(a) lntroduced tax mcentlves on

catalytlc converters on cars, plans

.| to-tax cars on noise and emissions

basis not engine size;’ :
-, (b) charges for industrial

- pollution emissions —reducing

the charge in the early years of the -_

mstallatlon of pollutlon control

equipment; ' :
(c) has more enwronmental

economic measures than any other

”: EC country (but less than leand .

-and Sweden).

Holiand
~ (a) introducing a new
environmental plan; "
(b) plans energy taxes and tax
on carbon dioxide emissions; "~
(c) recent call for environmental
- disclosure in tinancial'statements.

Italy '

on non-bio-degradable materials;
{b) implementing new taxes an
sulphur dioxide, partlculates
' plastic products, herbicides and
‘non- blodegradable mdustnal
waste;
{(c) taxes on alrport noise
pollution. »

Norway '
(a) raised tax on petrol and

"I charge atoll in cities;

- (b) refundable depos’it on oil
and batteries; - S
(c) tax on'CFCs belng
introduced.

8weden -

(a) recently mcreased taxatlon
of pesticides-and fertilizers;

(b) VAT on energy; .

(c) specific taxes on carbon

" ‘emissions; - :
{dy carbon fax inttoduced;.- :

and likely to rise much further.

(a) introducing a range of taxes ’

. dioxide, sulphur and mtrous OXIde '

{e) car-usage taxation is rising -

| bas had a systetn of effluent

charges in place sirice 1969, and
the charges placed on effluent

- streams are among the highest. In -

general newer plants face more
stringent regulation-than older

.plants.

Toxic ,Waste. Canadians
produce approximately five million °

| tonnes of hazardous waste each

year, 80% of which enters the
environment untreated. There are
approximately 10,000 old,

'dumpsues containing decades of

toxic; untreated chemicals. Many .
of them are leaking their contents
into the environment. The four . -

- biggest dump‘sites_ on the -

American side of the Niagara
River alone are threatening the
drinking water of seven million .
Canadians and one million
Americans downstream. (The
cleanup cost of these dumps is
estimated to be anywhere from

. $11 billion to $100 bllhon)

In October 1989, the CCME

_ undertook to restore contarnmated
" sites in'Canada in accordance with

the “polluter pay principle.” A
joint federal-provincial progrim

totaling $250-million was =~ -

proposed with $200- rmlhon' -
earmarked for decontammatlon
and the remammg $50- mllhon for
development and testing of
decontamination technology. In

the Green Plan, the federal -
. government has since committed

itself to-work with the provinces’

~ and territories on agreements for-

implementing the prograrﬁ.zo

" In reviewing the experience of
erivironmental taxes and charges,
certain patterns and strategies can .

‘22
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o already be séen. Bill: Long, o
Director of the OECD

Envrronment Drrectorate recently :

observed
“The use of environiment taxes zznd
' cbarger bzzr expzznded conrzdemb/y n

recent years. OECD  governments today. -

- are 4pplyzng new tasxes 1o energy,
pestzczdes and fertilizers, bzztterzes,
pzzc,éczgmg, waste disposal and to
virtually 4nytbmg one can think of.
" that places an mde_rzmble burden on
 the envivonment. It is noteworthy; !

however, that on almost every occasion,

* these “eco-taxes” are introduced as a. -

supplement to vegulavion and not asa -

 * veplacement. Two strategies are ‘
emerging: one is for governments to
" 5&27’6/.7 Jor tbe best mix of regulatory

- and economic inssruments for particular

 problems: and, :ecomz’ Jor
- policy-makers to use regulations to
- establish long-term performance ‘
objectives...and then to look 1o miarker -
mechanisins to find 'ibe most. '
co;t-eﬂzczent patbw:zy z‘owam’ tbzzt .
gozz/ :

' Perhaps more important, is
“what lies ahead: In Germany a

“team of researchers at the Urnwelt i

“and Prognose Institut
(Environmental Assessment -

Institute) proposed a varied set of
- -taxes for the former West -

. Germany that would have
collectively raised more than'210-.
billion deutsche marks ($136 -
brlhon) The researchers analyzed
more than 30 possrble eco-taxes,’
and determmed tax levels that -'

- would markedly shif consumptron "

patterns for each item. In some "
cases, a doubling or trlphng of
prrcei was needed to cut
consumptron substantially For :

Whem: 10 START — An ACTION Plav fon Pnorecrmqrhe ENVIRONMENT & Reducmq Canada’s Deficir

- example; halvmg pestrade use,

~ would requrre a-tax on the order of
‘ 200 percent of current pestlcrde
- prlces :

| v'4 2 |NCOMEfFRIENdl)’ TAXATION

- Our cufrent tax structure tends - .
-‘to weigh most heavily.on those ** -

activities that drive long term -

~_economic progress: savings,
.1nvestment and efﬁcrency Taxes .

on-income, payrolls, arid

investment inevitably encourage

. -people to"work’,‘ save, and invest -

. less than they would otherwise.

. Over time, the resulting lag in the

acquisition of skills, capiral, and
efficient technology slows'income
and productivity growth. o
- We are at a point where the
economy badly needs to be

‘ ' rejuvenated, not held back Work
| - done by the- World Resources
 Institute (WRI) suggests the

economic benefits of an “ecological

tax shift” could be substantial.
) Thexr work has focused on the
N U.S. where they have concluded
- that substituting $100 billion in- -

suirably-'designed green taxes for
$100 billion in cutrent taxes-

' could, over time, increase -
| ‘economic productivity by $45 to - -
_ $80 billion annually These

savings arise in two ways: Flrsr

'cuttmg the _marginal tax rates on
" income and profits. would reduce

the burden of these taxes on the -

~-economy, generating 40 to 60

cents for each dollar of revenue

shifted. Ag- addrtronal 5 to 20
" cents on the dollar i is garned from -

the net envrronmenral benefits of -

{. the pollution charge or green fee. _3

'INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT

25



Their work also suggests that if

’ substantxal new trevernues are
.. needed as partof a federal

deficit-reduction.program,

- polhation charges ate preferable to
_tradmonal revenue sources. Taxes -

on income or: payrolls impose net -

“costs on the ecohomy at the sarne_ ‘
time that they raise revenues, but - .

properly designied pollution taxes

" do not.-Green taxes can generate . -

revenues and promote
env1r0nmental quality w1thout
dlscouragmg savings or .

. investment. Reducing the federal -

deficit could have long-term
benefits for the economy, although

- how it’s done determlnes how

l'ar_ge those benefits are likely to -
* - As the WRI has concluded,

" pollution taxes should be a key

componeit in a national strategy

. to put the '¢Conomy'oh a growth
-track. They should be part of any . -

long-range plan to reduce the*

. federal deficit, to make our ‘
naﬁional tax system fW_ork for the " -
"econ'émy', and to promote '
cost-effective env1ronmental
management. -

' 4 ¥ IncenTives Fon A
ClEAN ‘and GREEN Economy_ ’

. As Canadia_r’ls prepare for the

© 21st century; we must remind - .- -

ourselves that all economjes .

constantly change, the only |
~question is the direction of that :
- change. If we clmg to the vision of '
- an outdated, resource inefficient,

-and-potentially hazardous

economy, we stand to jeopardize

‘our competitiveness and our
‘prosperity.

D | _' " A. M. Gillies | B |

TIn. this 'cientury we have left

‘behind the horse and buggy, -

paddlewheelers codl bins, the
iceman, typewriters, and vinyl

-records. To replace these products
. whole new technologies and

service industries have emerged:

.telecommumcatlons broadcastmg, e

airline travel, ‘and computer
services, Even since 1976 we have’
witnessed the lightening-speed -

"faiccelptar_lcé of cellular phones,
. compact disc players, facsimile -

machines; and microwave ovens:"
In the future, there is no reason

not to further d1scard those

products and technologles that are

. resoutce mefﬁaent and .

env1ronmentally p01sonous and
instead redirect our economy
toward_cle_an industries and
technologies and services that are -

_ economically and environmentally
,sustamable clean and efficient
" transportation systems, recycling
technologies, energy and water -
. saving technologies, intensive ~

reforestation, eco-cars, hydrogen-,

: blomass— and solar-power

systems, ZCIO-?II}ISSIO_H

' techinologies, closed-lo_dp .

_ pr_od’uc»tiorl 'syst‘er‘ns,'arid ‘energy
~ efficient consumer products. To
" fail to do this is to invite the

eventual but inevitable erosion of

" our economic, resource and
‘environmental well-being.

Prepating for a 21st century . :

‘economy requires that we have

some vision of what a clean and

. green economy might look like
and that we put in place the right
. tax signals to help get us there. -

Such a vision'is at this point™ " -
incomplete, but there are signs.
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that pomt us in prormsmg

- directions in- transportatlon

: recyclmg, and clean energy, to
name only a few areas.

' EfficiENT TRANsp.onrATiON o

‘The fastest-gtowing user of
. energy (and energy-related COz -

emissions) is passenger. . -

“transportation. We are at ¢ the

point'where the world’s 500
 million automobiles have led to -

. unsustainable urban congestion -
and environmental damage. (It has
been estimated that the cost of - -

“traffic congestion ~— idle drivers _

. and idling cars — now reaches " g

$100 billion yeatly in the,.U.‘S.zé).

- The question is, what technologies

W|-|ERE TO STAT — AN Acrion

Plan for Protecring The Environment & Reducing Canada’s Deficir

' wili Canada be in this multi-billion

dollar race.
: New environmental regulatlons

" in California and other states are
'encouragmg elecmc cars. By

2003, 10 percent of all new cars

' sold in California must be ZEVs.

(zerg-emission vehxcles) The EC

~will probably adopt measufes

similar to ‘California in the next

. few years, and Japan elfeady aims .
_to have 200,000 electric cars-on |
the road by 2000. In the ldng tun,
‘most experts predict the use of
~ hydrogen to produce electr1c1ty in -

a fuel cell.

Cahforma has also ordered that -
 diesel trucks and buses be - -
~ converted to methanol fuel by

._19‘9_5__, That conversion is an i

will succeed the car, and where |

-

Flscal Pollcles for the Transportatlon Sector |

: Fuel Use Fuel Choice Transporlatlon Demand Infrastructire Development | -
* |PRICES. Establish a deposit- refund ‘ S ‘ :
- system for CFC
refngerants in mobile air’
o condltleners : B . - .
TAXATION - Tax petroleum fuels; . |Tax petroleum products Provide corporate tax Surcharge on construction |
o . testablish packages of - ' |as partof an mtegrated incentives for employers  |contracts to support '
- |taxes and rebates or’ package of options to to encourage employees  |demonstration and
. ‘|corporate income tax |promote use of alternative (to increase vehicle | certification of designs’.
- |incentives to promote - |fuels with lower occupancy and reduce and standards that reduce |
" | design, production, - ° [greénhouse gas emissions. |emissions. - materials use in
| marketing and purchase T S - |infrastructure
- |of high fuel-economy . development. -
T vehicles , , _ . | '
| SUBSIDIES .|Promote design, Subsidize a range of sector- | Subsidies to promote
_ {production, marketing-and- | activities to promote use of- development of
‘|purchase-ofhigh - . |alternative fuels with lower - |lgw-emission modes
* | fuel-economy vehiclés by |greenhouse gas emissions,
L C __itaxes-and rebates. includingR&D. - S
DIRECT EXPENDITURES |Purchase high-MPG_ - R & D to'reduce costof R &D t6 understand . |R & D to reduce material. -
e - - tvehicles for government producing alternative fuels demand for use and associated - )
vehicle fleets, and support |with low greenhouse gas transportation, to perfit - |greenhouse gas emissions
| prototype development to emnssnons . |subsequent formulation of |in infrastructure '
: " |promote design and " . |policies to reduce growth |devefopment.’
! production of efflment tin demand. - . S
vehicles.’ ' -

i Us. Dép_artment of Energy .
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'esttifn‘ated two billion dollar'
business opportunity. Methanol -

"(also known as wood-alcohol ot

methyl hydrate) is extremely
clean-burning, with none of the
build-up of noxious emissions
associated with diesel fuels. On an
equlvalent energy basis, it also .
promises to be more economical, -
and it can be stored and

transported in much the same way
‘as gasoline and diesel.

Even cleaner technologles are.
emerging; for example, magnetic:
levitation trains based on ..

- superconductivity. ' High-speed
“trains could largely replace - ‘
short-haul flights, esipecially in the .
Third World, which provide the™ - -
"dense populations needed to
support them. The Bullet Train in

Japan may point to the future.
It is important to note; .

however, that further

eco- 1mprovements in

transportation need not be the :

-exclusive preserve of the world’s

industrial giants: Brazil for

.example almost single-handedly
* ., created its own etlianol-powered

automobile industry. In 1975,
faced with heavy dependence on

- imported oil and a depressed sugar -
" .. market, the Brazilian government.
began a program to convert’
' 'domestic sugar cane into ethano} -
_ for useas a motor fuel. The

government provided substantial

- sitbsidies for ethanol. production, .

ilsed the government-owned oil
company to control much of the
ethanol distribution, ensured that'

- ethanol was consistently priced
lower than gasoline, and reduced
taxes on ethanol vehicles. Today - -

about 30 percent of Bra21l s
passenger vehicles operate only on

. ethanol with a target to increase
2 .
that in the future. >

. What these exarnples illuscrate

- —and v1v1dly — is what can be -

~ done on the road to cleaner energy
+ sources and more efficient

' transportatxon systems. The key to. - -
- making the shift is again the

signials provided by public pohc1es
Fuel taxes, for example, should -
distinguish between the o

‘environmental effects of diffetent -

types of fuel — gas or diesel,

Jeaded or unleaded The tax and

subsidy structures should
discourage heavier and more
energy-intensive transport. = .

Private-vehicle expenses should no." -

longer be deducted from taxable
income. Work done by the U.S.

‘Department of Energy (see
. sidebar, page 25) gives an

1nd1cat1on of the range of possxble

: opt1ons

_ Recyeli Nq :

Canada can expand its
threatened forest resources by
using and re-using them more

'vefﬁciently Every year our offices

and homes discard ‘a virtual ¢ urban

forest”. Over- 40% of landfill waste

is paper or paper product§. I‘f -

- Canada recycled its newspapers as.

efficiently as Japan, we ‘would save .
80 million trees a year —

approximately 40,000 hectares of o
. forest land. Recycling not only

saves forests, it also saves energy.
Recycling paper requires only a
third the energy of virgin-timber.

_ The transition to recycled
“materials is an integral part of
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_inctéasing the material efficiency "
-of bur.economy. Recycling cahr
help save biodiversity,.too.

- Increased recycling of glass, steel,

and aluminum and other. "~

' ‘ene_r'g.y—_inte‘nsiVe products reduces
the need for mining the raw

“ material and — at least as

‘importanit — the demand for the - -

* energy used in processing. These -

. measures translace into fewer dams- -

-and power plants destroying
habrtats and fewer pollutants
‘ released into the air and water.

-.One key step ‘governments can

take toward greater resource. '
consérvation and recyclmg is to
" remove-subsidies for productron

- based on virgin materials. In
" mining parttcularly, tax breaks are

~ often given to companies o ,
compensate for the depletron of

- mineral reserves. Since compames
: usrng recycled materials get no .

such breaks, tax pohcy encourages
the ‘use of V1rg1n materlals. ’

Clean enerqgy

Together renewable sources -

. could make a gredt, and -

overwhelmingly benign, - N
:contribution 'to eriergy supplies.

" ‘The Phil'ipp'ines Brazil and

- Norway already get at least half
their energy from them. .
 Wirid. Ninety- -five countries
now get electr1c1ty from the wind.-

- California generates 90 percent of- '

the world total and‘expects the

- wind to supply at least 8 percent -

. of the state’s power by the year

_2000 Denmark now produces 6
~ percerit of the world’s '
wind-generated electricity —
~ more than half the power A

Where 1o Start — An Acrion Plan for Protecring the Environment & Reducing Canada’s Deficit

produced outsi_cle Califo_mia. Giant - |
- windmills have been buile in
Sweden and West Germany, and -

the U.K. has estimated that wind

~ power could'prov'icl‘ea fifth of the
| country’s.electricity by 2020..

Solar. The sun’s power as an.

. energy source dwarfs anything
- that man has yet devised: the.

sunlight which falls on earth every '
15 minutes provides more energy

_' than that produced in a whole year

by all other forms of energy (oil,

o gas, nuclear, electrrc) combmed It

is not surprising that a sunny

climate i is leading the-way in solar
* technology. California produces
~ ‘more energy from solar sources
‘than the. rest of the'world - »

combined. Nearly 20 solar power
stations using reflectors have been-

- built with government help, half

of them in Callforma
" Plants and trees store the sun’ s

| energy. Brazil used ethanol,
.+ .produced from sugar cane, for half
‘ the fuel used in'its vehicles in
1986 and, although its program
' has hit problems, ‘such alcohol
fuels are becoming increasingly
. attracti‘ve,‘ particularly in the U.S.,

for combating pollut'io'n‘ -
Geothermal. The top five

| krlometres of the earth’s crust
- contain 40 million times as much
- energy-as its oil and gas reserves.

But geothermal energy, too; is

Rl “widely dispersed and is only used
‘| when concentrated by hot water,

trapped in rock. Most of Iceland s

~ homes are heated by such

reservoirs. Geothermal electrrcal- '

* capacity provides more than a
|. sixth of the power consumed'in.
' Central Amerrca _]apan plans R
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Canada has hlstorlcally beena "
producer and a consumel:, ofa
wide range of modern forms of
energy: oil, natural gas, coal,
uranium, and’ hydro- electric -
energy. In addition, our largest

~ single industry, forest products -
. produces much of its own needed
energy from wood waste. We have

developed a very wide range of -

‘ techniques, technologies, skills and -
policies to deal with a spectrum of
'modern energy and envitonment
. issues. We have not always been. .
successful. But this enforced -

, versat_lh_ty should stand us in go_o_d :
_stead in the changes likely to ‘
“come. Canada is'in a good position

to lead in many areas: grain-based

fuels, natural gas and, for heating; .

geothermal steam. Canada has an ~
abundance of all three. Each of

these alternatives produces much

- lower volumes of. COz than fossil

fuels. _ o

‘To cdpitalize- on the low COz
factor in alternative fuels, Canada
could lead the world in the

. imposition of a CO2 tax — a tax.

which would be imposed on all |
fuels as measured by the degree of

. CO2 generated. This would .
. provide'a new source of revenue

which could be applied directly
into alternative fuel research and

- development. Tax incentives for

renewables have proved their -

“worth in California and in
- Denmark. With a fraction-of the
support that has been poured into -
“nuclear power, Canada would be-

on its way to getting much of its

‘B B A. M. Gillies ' I
' mcrease its use tenfold in the .7

: 1990

" energy from a more sustainable "~ - -
mix of energy sources.
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5. Gerring from Here 10 Tl'-‘;'-‘jf-"; |

' |Mp|.EMENTATION Issuss

A Liberal government will establzs/a

a framework in which envzronmentczl -

. and economic polzcjy ngmzls pozm‘ the
. same way. :
. Our forst rask will be 10 condzmt a

compre/aemzve baseline study of, fédeml )

taxes, grants, mészdzes, in ordérto
* Idensify barriers and dzsmcentzve; to
sound, em/zronmenml pma‘zces We
want to promote, not hinder; the -
research, development, and '
: implementation of clean and

-energy-efficient tec/anologzes renewzzble -

energy use; z.‘be stistainable management
o renewable resources; and the -
- protectzon of bivlogical diversity.

— Liberal Party of Canada

. 1993 Electlon _Red Book" .

The key actor in framlng an -

© effective sustamable economic

- policy is the Government, which
has the power both to set '
- standards and to choose from a -

-wide range of instrumernts to

implement such standards. The

' Government must create a IealIStIC_

- framework for encouraging -
industry to pursue cleaner
- production processes. -

'Fnom Red - T0 Blue T0 GREEN ’

. The above quote from the
- Liberal election Red Book, -

| promises to cteate such a
framework. Canada’s budget and '

“expenditure- plans are normally "

- Governments should generally o

: .spelled out in the Government’ s

Estlmates "Also known as the

: Blue Book (because of the colour
‘of its cover), the EStlmates create

the framework of ; government

- spending, taxation and subsidy

signals within'which the economy .

~operates. The above promise. seems

to indicate that the Blue Book is
about to become the Green Book.
“Ina theoretical sense it is easy to

.| spell out what a green budget
- framework should accomplish.

This framework should integtate _

environmental and sustainabilicy '-

. dimensions i into mdustnal pohcy and
-all'spending programs relevant to -
-industry. It should ehmmate policy. '

| inconsistencies and mlsmanagement -

- as well as policies and instruments -

- that distort markets; e.g: the fixing

of wrong prices (artificially "

' subsidized energy or raw materials).
- Itshould also correct market failures,
"such as the absence of pr1ces for

envn-onmental serv1ces

" adopt the polluter-pays pmnc1ple.

which requires 1ndustry to bear the

* cost’of pollutant reduction and
‘| prevention. This pnncxple would -
+ -dpply continuous pressure on

industry to pursue cleaner
prodiiction optiops and would

" prevent distortions of competltlon
“among firms.

Ecologlcal_ tax an_d subsidy reforrn‘

will involve pollution taxes, rémoval
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subsidies, “golden" carrots”
(rncentrves to' encourage .
environmentally-beneficial -

‘behaviour) and: support for the

transition from a
resource-intensive. to a -
efficiency-intensive economy.

Prellminary studies done'in :

Germany and the United States
imply that green taxes have -

substantial revenue-raising potential.

(up to 5 to 10 percent of GNP).

- These estlmates are admittedly quite
- crude. Data on emrssrons and -
pollutants is still’ poor We have an

incomplete understanding of what -
we're trying to tax. Estimates of
antrcrpated revenues would also be

affected by the tax rates that were -

levied, and the effects of the tax. (If
the tax is truly successful the tax

base should eventual,ly shrink to zero

— i.e. the pollution should stop.)
The following consrderauons
wrll be i 1mportant in 1mplementmg

_ecological tax reform:

% “what level of taxation can

. be justified in'terms of the .

polluter-pay—pr'inciple? -

& does rarsmg the cost of
_resource consumptron ‘have
the desired incentive effect? -

at what level is the incentive -

 effect relatively optimum? .

for mtroducmg such
_ reforms?

% what other taxes should be
" lowered to achieve the goals
desired? -

<+ how can undesired
' dlstrrbutron effects be
avoided or compensated for’

%  what is the appropriate pace

LR

— | _ | | | | A.M.iliES | |

“of envrronmentally perverse :

In practice, the redesign of
government, budgets to promote

-more sustainable forms of .
development raises a variety of -

issues, a number_of which are

-summarized below. -

Objecﬁver A 'signiﬁcant
challenge in “greening”

-government budgets is to deﬁne

appropriate environmental
objectives or standards which can

‘ gurde ﬁscal decisions and

government programs Such
standards exist in economrc
plannmg where a combindtion of

~measures (e.g.; unemployment

1nﬂat10n rate of-growth, level of

'debt etc.) has come to be accepted

as sound indicators of a country’s

‘performance. Social plannrng has ’
-its demographic, income,

education, and other mdrcators

-environmental. protectron planning -

has indicators to measure changes _
in the quality of air, water, soil,
and other resources. Yet there
remain drsagreements on-the

standards of acceptable
env_rronm_ental performance. There

are many questions with no’

" widely-accepted answers: “How

"clean" should clean water be? Is

any net loss of forest cover

acceptable? Or how much species
extinction can we afford?"
At a more fundamental level of

‘analysis, economists and ecologists
“have not reached consensus about

.ru:mzmzbzlzty This raises issues-
which include: the level of

v throughpur in the ¢ economy,
 disparitiés between the rich and
the poor, the degree to which

natural and manufactured capital

_can be substituted, the capacity of-
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ecosystems to assimilate wastes,
the harvesting of renewable

- resources on a sustained yield

" basis, mtergeneratronal equity, and
'lrvmg off the interest of capital.
"Opporitz;ozz to Change. In the past,
~ both environmentalists and
industrialists have resisted . -
economic instruments:
envrronmentahsts have been.
" concerned that governments not
" abandon traditional regulatory

-approdches in favour of “licenses to |-

~ pollute”; for their part, industry -
“has opposed some instruments-on ’

-the simple ground ‘of not having to

pay for what they had prevrously
) recerved for free.
. The fact that economic

- instruments contrnue tobe

little-used — alrhough the idea '_

itself is over twenty years-old —
illustrates the importance of -

" creating constituenciés for such

_ change An example of the ,

- political difficulties in introducing

green taxes is the recent opposition

to President Clinton’s proposed

~ energy tax. Although Americans
‘pay lower energy prices than most

other industrialized countrres L

interest group pressure

- nevertheless led Congress to water-

down President Clinton’s proposal

It is worth _noting that the '

S proposed tax would have y1elded

" less revenue than the value of .
‘energy subsrdres to Amerrcan '
consumers o ‘

" Federal- Prozzmaal Hamzanzzeztzon In

" federal countries, the
_ .harmomzatron of federal and
‘ "provmcral budgetary measures. is .

1mportant to prevent them from

' operating at Cross-purposes. -

Wlhere 10 SAT — An Acrion Plan

' Countrres will no longer be able to

afford the costs- of contradictory

: p_olrcres. Such incoherence is

evident in policy areas such as
energy (e.g., the simultaneous
subsidy to fossil fuels and funding
of programs to reduce carbon '

1 dioxide emrssrons) and agrrculture

(where some governments make

-available subsidies both to increase -

production and to protect

- marginal lands). In the_'fu_ture, ‘

these conflicts will have to be

- resolved as part of the budgetary -

process. How would this - v
coordination be ach1eved7 Where *

federal governments transfer

moneys to:lower levels of
government, what opportunmes -

. exist to attach environinental -

conditions to such. transfers?

" Appropriate Circumstances.
Properly desrgned economrc
instruments offer many aclvantages
over traditional regulatory

1 approaches In theory, they reduce
.compliance costs (and thus :

enhance competrtrveness) are.

‘more flexible, encourage

technological innovation and -

- reward better environmental

performance. It is important to

. noté, however, that economic

rnstruments are not approprrate in

‘ all crrcumstances Where health

* and.safety are at stake or time is a

. factor, traditiorial regulatory '
-|. approaches’ such as prohrbrtrons or. -
1. detailed- regulatrons may remain
the preferred course-of action.

Effectiveness. In theory, -

“enviranmental taxes will also be _
, 1neffect1ve where consumers do not

apprecrably change behavrour in-
response 1o hrgher prices.

for PROTlECTlNCl the ENVinONMENT & REdciq Canada’s Deficir
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However, this problem carries the
seeds of its own solution. To the

_extent that the environmental tax

raises significant revenues, the
revenues can be used to reduce the
cause of the envrronmental
problem A number of North

-American utilities subsrdrze energy
efficient retrofits of old burldrngs,-

for example Government
expendrture can support research -
and development of cleaner
materials, processes, and. e
technologles The tipping fee. for _
using the reglonal landfill on
‘Vancouver Island covers the costs
of a program researching and
supporting the developmentof
markets for recycled materials..
Finally, government expenditures
can be used to subsidize

.alternatives to current
~ consumption patterns. Thus

governmeénts can ensure the

" provision of recycling programs.

-and transit systems..- :
Impact on Government Budget

Planning. Envrronmental taxes

potentially serve two competing

'ob]ectrves behavroural change and
revenue- raising. To the extent that »
. they are successful in the first

- ~objective and lead'to a red_uctron in -

the detrimental practice or

- emission being targeted, it may

compromnyise-the achievement of

_the second objective and lead to a’

drop in'government revenues. The

" reconciliation of these potentrally

competrng objectives is therefore
an important consrderatron in

_desrgmng and applying any such -
~ system of taxation.

Distribitional Isspes. Steps taken

. to elrmrnate.env1ronmentally, ,

— | _‘ Bl A.MGiliES D

- damaging subsidies or to tax .

environmentally damaging
behaviour will have considerable |
disttibutional i impacts.’ A reductron
of agrrcultural subsidies would -

impact farmers more than

consumiers, for example. Increasing

- ‘the level of taxation on gasoline °

and other fossil fuels ,willﬁ also raise:
distributional issues. Simply put, " .
who pays? and rhore important,
who will pay more than others?.
Energv-intens_ive industries will
end up paying more than others,
as will colder regions. Some
impacts-would also be regressive.
For example, an erergy tax would

_‘have a greater effect on poor'

. families,'vvho spend a higher
'proportion of their income ori an

- énergy. Without corrective ‘

features an energy tax could have

- the perverse result of changrng
" energy use by poor households but -

would have less impact on the
more energy intenisive wealthier

_consumers ‘who could more easily - -
assume the increased costs.

“There are essentially two ways
in which governments can cushron

' these unfair drstrrbutronal
consequences. Ideally, social and”

environmental tatgets should be -

_integrated into policy design,

ensuring from the start that

 distributional effects are equrtable

. This might requrre for example

’ that a scheme to reduce auto

_emissions by increasing the cost of
. driving would also include a

program to increase the

availability and. affordabrlrty of
" enyironmentally beneficial
“alternatives. Insome cases, this
-approach will be impr'actica_l and -
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envrronmental polrcres will have to

. be desrgned with provisions to

compermsate the hardest hit affer the

. fact through reductions in other

" . taxes or increases in welfare -
benefits. For example;

. governments COnld use the "

 revenue generated by the -

~ introduction of. écological taxes to

reduce regressrve taxes such as -

sales taxes. - :

Earmarking. A pa‘rtlcul'arly '

controversial issue regarding the

" use of environmental. taxes is

whether the revenues they -

- generate should be earmarked to
- the resolution of environmental -

-problems. ot be-consolidated into
‘general government revenues.
'Pollrng data have shown that

public : acceptance of green taxes. is -

o enhanced by allocating their
. revenues to environmental

pro]ects. _Earmarkrng is common in -

European countries; notably

- Germany, France and The

- Netherlands where it has been -
’ practrced with respect to water

~ pollution charges for several years. ©
In Canada, British Columbra has -

~ established a Sustainable -
Development Fund for this -
vpurpose__. On the other hand, as

* Bruce Doern has observed,-
Canadian finance authorities: “are
. stout in their objections to the
drrect linkage of any tax with

- any expendrture fund”.?’
. There are reasons for these

ob]ectrons Taxes oh waste, for -

-example, are really taxés on many -

_ different types of waste,

‘ er/erything from tires, to batteries_,

' t6 air emissions: How many
-separate accounts should be set up,

WI-IERE TO0 _START — AN ACTiON PlAN

1 bnrde'n being placed on our health _

the presence of toxic poisons.in 1 our
. air, water- and soils.

' advantages and disadvantages of
'.earmark'»ing will need to be - -

| thought through carefully. as parc

" -of any major ecologrcal tax reform B

~Jobs and COMthTl}TiVEﬁES'S.V

suggests that imposing addrtronal
-.costs-on'industry to protect the
- environment reduces its -

Nations. Writing in Scientific
| American (April 1991) he

- compez‘ztwe advantage against Jorergn -
- - rivals; indeed they oﬁ‘en enbance it. -
- Exacting standards seem at fzm‘ blzzrb
- tg raise costs and make Sirnns less
: competztzve Thzr may betrue if -
- everything itays the same except that
. expensive pollw‘zon control eqzzzpment is

for PnorsciNq the ENviRONMENT & Reduci ANAdA's DEficiT

" before this becomes
e admmrstratrvely expensive and

even coun_ter pI‘OdUCt_IVC

_~Furthermore, is there any reason-

why health care should not be pard

for, at least in part, by ‘
' envrronmental taxes since it s

quite plausible that some of the

care systems can be traced back to

For these reasons, the .

package.

‘ Although conventional wrsdom.'

competitiveness, 4. number of .
studies conclude that the opposrte A
may hold 3 -

Michael Porter is the author of
The Competitive Advaritage Of

concluded that “szrict. em/zronmenml
regulatzom do not znewmb/y hinder-

added.
- “But evem/t/)mg wz/! not :My the .

" same. Properly constructed-végulatory -

Jtandczrds which aim at.outcomes dnd

. not methods, will encourage companies
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1o ve-engineer.their technology. The
result in many cases is a process that -

not on'ly pollutes less but lowers costs
~and improves quality.:

“Both Germany and, ]zzpan bzz:ue
tough regulatzom and both countries

contmue t0 mrpczss tbe U.S. in GNP

growtb rates.
In the U.S. the most.

_ comprehensive recent study ofthe

impact of environmental

- legislation on therates of .

economic performance in various
states was conducted by Stephen .
Meyer, a professor at the

- Massachusetts Institute of

T_ec‘hno’logy. His findings were

. striking: states with the most
- ambitious environmental - "

progtams had the highest level of

economic growth and job creation.

Almost 10 years ago, the first

-Wo_r'l'd" Industry Conference on

Environmental Management

’ (WICEM) convened by the UN

and the. Intematlonal Chamber of '
Commerce (ICC), pointed out that

* industries that curb toxic and solid.
* waste through recycling and low-

emission technologies were often’

- more profitable than competitors

using older, more pollutmg
technology. Another example the

3M corporation. has spent in excess

of $100 million in ‘waste recycling

~ over 13.years but has saved the

company over $400 million.

- Starting more recently in 1986,
" Dow Chemical estimates that they

have already saved $5 million.
Economic instriments may be

even superior to regulation. For

example, Frederick Cannon, Vice
President and Senior Economist, .

‘vaank of America, recently

_ ) . | 7 A. .Gillies | | |

reviewed the ava1lable ev1dence
with this conclusion: o
 Economic growth and environment

“improvenent have had a positive

relationship during the past two decades.
However, the cost of environmental

" protection has been high — higher than

it need be. Inflexible bureaucratic .

. approaches in applying regulations have
- often redsiced economic activity without
- achieving needed envivonmental

improverents. Market-based approaches

* to envivonmental improvement are

begmnmg to demonstvate bow the cost of - |
protea‘zng air and water-vesources can be
minimized, As more ‘of these market- ézz:ed
czpprozzcbe; prove successful, they will be

- applied to a wide range of environmental )

needs, such- a5 controlling solid and
hazardois wastes, managing land. use,
and encouraging recycling. As a result,

- millions of jobs can be created in
" environmental industries, vesource .

md'n_e_zgement can bé improved, and strong
economic growth can be-sustained,””

Will this involve a shifting of
costs? Yes it will. But it will also
bring about a desirable shift in our
economy, by creatmg a-proper
framework of incentives for a clean
and efficient economy, One more
capable of c_ofnpeting and

~prospering in the 21st century.

" Taxing products and activities

that pollute, deplete, or otherwise -
_ degrade natural systemns is-a way -
- of ensuring that environmental

costs are taken into account in -
- private decisions — whether to .
generate electr1c1ty from coal or

~sunlight. Each individual producer
Cor consumer decides how to adjust

to the higher costs: a tax on air

“emissions would lead some
factories to add pollution controls,

3
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. some to change their production
processes, and othets to redesign
_ produc—ts s'().:as to generate less "
“waste. By. raising'reVenuefrom '

such “green taxes” and reducmg

income taxes or others to

compensate governments can help :

* move economies swiftly onto a
sustainable track. -
 Would such tax shifts be v
pohtlcally feasible? If people are
- asked whether they favour hrgher
- taxes, the answer is o
L overwhelmmgly no. If people are
asked whether they would rather

be taxed on therr use of energy and

“on the amount.of waste they.

‘generate than on their salaries and -

profits, the answer is very likely
~ yes. Environmental charges give -
people an attractive option for
savings. At present, the only way
-~ most people can reduce their tax
bill is to work less and earn less

. income. Envrronmental charges

would give them the option of
reducing their tax bills by acting -
‘on theif principles — by saving

. energy, recycliag, or bicycling to

- work. Virtue is its own, but not

- necessarrly its only, reward 30

Phasing in tax and. subsrdy
reforms over, say;.5 or 10 years
. would ease the economic effects

~and allow for a gradual _ o
'. 'adjustment. If Can_ada wishes to

keep the total tax burden the same
it. could reduce income and other
taxes in proportion to the added
‘revenues. Or it might chooseto

use some Of the green-tax revenues

" for unmet ﬁscal needs — for _
* - instdnces, to reduce the budget '

R "deﬁcrt

Whene o Start — An Action Plan

Vrrtually anywhere ‘

. envrronmental taxes are apphed

. other taxes would need to be -

; ad]usted to ensure a progressive
‘overall tax structure. Completely

shrftmg the tax base would not: be
desirable, smce 1ncome taxes can ]
be desrgned to ensure that the -
wealthy pay a proportronately
hlgher share; green taxes, on-

balance, would not serve this

equrty goal. Indeed to offset ‘any
regressive effect income tax. rates

" would need to be fowered for
‘poorer people, who would suffer,

for example, _from higher heatrng

fuel prices. Government payments

could compensate the: very poor,

~ who may not pay any 1ncome taxes
“at-all now but who might -

experience higher living costs.

_under an environmental tax code.
- Moreover, since green-tax

revenues would diminish as

RS productlon and consumptron
_patterns shift away from the taxed .

- ‘activity, they would not be as
‘constant a source of revenue as

- income taxes are. For all .these '

reasons, some blend of taxes seems

[best

~ INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT
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- Over the past 25 years, the
nations of the world have pursued
economic prospenty as an
uppermost priority. The most

successful nations have emphas_lzed-
.what are undeniable priorities: *
- training, fesearch and dévelopment,

labour-management cooperation,
innovation, and investment. -All of -
these have been important in the

_past'and remain important
»elements of any nation’s economic
““strategy. But they should all be

- based on an even more-

fundamental and enduring

_principle of econom1c strength
respect for the env1ronment and
“sustainable development

Sustainable development can
provide for prosperity over the long

tun; economic growth without the’

hangover. Thete is no trade-off
between ecology and eeonomy; )
they are partneré in prosperity.

As we look around the globe,
we can see the unmlstakable signs.

of change Governments have

started to undertake tax and
subsidy ‘reform with sustainable

. development in mind. In the’

United States, the Friends of the

- Earth have published The Earth

Bﬂdget the first comprehensive
feview of all U.S. Federal

.‘expenditure programs from an
_environmental point of view.

As a companion piece to this

Actzon Plan, the IISD has carried

6. Conclusion

- out & project focused on examining .

closely these reforms which have

~worked most successfully and
. which haven’t. Reforms are being

examined from across North -
America and Europe, and mclude

. reforms related to:’

9

& polluter pdy taxes, lev1es
' charges

*,

& 1nCent1ves,.for clean
~ technology
% energy and carbon taxes,
_ tran‘sportation taxes,
incentives for alternatrve
energies -

% waste management deposrt
systems

L 'agrlculture subsrdy reforms,
soil conservation, wetlands_
and forestry.

" 'This work will culrmnate in The

I nternational Casebook on Lmdzng
Pma‘zces giving details on:
% when the subsidy « or tax-
- change was made
% the goals of the change
-« the problem the change was
designed to.address
# the impact sofar on
‘promoting sustainability .
» the cost-savings (or added
revenue) for the government
the economic groups most
affected by the changes and

2
o

. the ad)ustment programs
put in place
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As this A‘ctz'on'Pla"n reve‘als,‘_ the -

‘greening of taxes and subsidies
*will likely dominate much of the-
public 'p'olic'y.," public finance,
.environmental and resource -
' .management agenda in the -
© 1990’s. The reasons? .
~ % . budget préssures wrll make it
~ difficult to spend more to
“save the environment. _ :
. Protecting the erivironment
. ~will have to come not ftorn :
spending more, but from

spending and taxing. differently.

R pubhc support for “green”
taxes remains h1gh as. does
the desire to see »

. governments take decisive :
‘steps-on the env1ronrnent

< governments trad1t10na1
- “command and control”
response to envrronmental

_ problems will 1ncreasmgly _'_- o

need to be complemented

' by the use of economic and -

fiscal instruments.

% sound environmental policy -

is increasingly seen as
' underpinning strong =~ -

“economic pérforman’ce and -

" job growth. -

This Action. Plan has trled o
scope the many issues raised by the' '

“greening” of government-.

o budgets ‘Some of the changes - X _
involve fundamental shifts. Others -

require considerably more research
" and planning. In our opinion,

however; neither the’ magrutude of

"the changes required nor the .

" amount of additional work that will
ultlmately be requrred should serve
as a reason not to take action
unrnedlately The general approach
that is reqmred is twofold The first

Where To Start — AN Action Pla for Protecting The Environment & Reducing Canada’s Deficir

step is to stop sending producersv
and consumers the wrong signals
through environmentally-damaging

| subsidies. The second is to start - '
' sendmg posrtrve signals by

incorporating environmental

- considerations explicitly in prices. .

The immediate 'priority shoi.ﬂd- o

theréfote bé to study the . '

environmental i impact of sub51dles

1. toask whether the objectives for N
.these policies are still valid, and if -

SO, whethet they can bé achieved in
a more- sustarnable fashion. The

| second area for action should be .
 increased experimentation with
: ecologrcal tax reform There are

many obvrous areas where

. envrr_onrnental taxes could be

applied. In addition to immediate_'

“‘economic and environmental. .

benefits, this approach should help
to reveal and to increase our L

‘understanding of i many of the more -

fundamental institutional,.

- économic and scientific issues that -
+ will have o be resolved in order to -~

green the budget process as a whole.
 There are always technical and .

political difficulties to changmg taxes

and subsidies; ‘but, with increased .

| effort, and the knowledge that the

current tax and subsidy regime may -
be serving to dig us in deeper — -

—these dlfﬁcultres should not be
msurmountable ' '

‘SUSTAINABLE DEVELOPVENT
- GAN PROVIDE FOR PROSPERITY

OVER THE LONG RUN ECONOMIC

vGROWTH WITHOUT THE T
'_HANGO_VER. TH»ERVE_IS'NO -

TRADE-OFF BETWEEN EGOLOGY

-AND ECONOMY: THEY ARE -

PARTNERS IN.PROSPERITY.

" both financially and'envitOnmentally, S

-'INTERNATIONAL INSTITUTE FOR SUSTAINABLE DEVELOPMENT- -
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The International Institute for Sustainable Development (IISD) is a
private non-profit corporation established and supported by the
governments of Canada and Manitoba. Its mandate is to promote
sustainable development in decision making - within government,
business and the daily lives of individuals. Its scope is international
in recognition of the fact that local, national and global development
issues are interconnected and impact on each other.

IISD believes sustainable development will require new knowledge
and new ways of sharing knowledge. IISD engages in policy research
and communications to meet those challenges, focussing on
programs in international trade, business strategy, national budgets
and new institutions to support sustainable development. The issue
of poverty eradication is a fundamental theme linking IISD’s research
and communications.

The interconnectedness of the world’s environment, economy and
social fabric implies that collaborative efforts are needed to bring
about changes. IISD works through and encourages the formation of
partnerships to achieve creative new approaches to the complex
problems we face.
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