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The issue on which all else hinges in climate protection policy is the reduction '

of trace gases, the reduction in carbon dioxide (CO,), which is released when
fossil fuels are burned, being particularly important, since CO; is 55 per cent
responsible for che heating effect on the earth’s atmosphere. A reduction in che
consumption of fossil energy thus constitutes che principal object of
internarional climate protection policy.

Although climate protection policy has economic and social implicarions
alongside the ecological ones, the scientific and political discussion of CO,
reduction is occasionally narrowed down to its environmental aspect. The factor
¢learly being overlooked here is that, due to asymmetrical north-sourh trading
structures, what is good ecological policy for the industrialised countries as
regards the consumption of materials and enesgy enrails considerable economic
effects for the developing countries dependent on exports of raw materials.

During the post-war years, the economic and political elites of the
industrialised countries had eyes only for their own “economic miracle”, that is,
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economic growth; they were able o buy the consent of the population for a
growth policy implemented ac che ‘cost of the environment and of other regions
and populations. This incensified che asvmmetrical, unstable and monoe-
scructural cheracter of the trading strucrures berween north and south, or
created new ones. The current elires have dedicared themselves to an “ecological

‘miracle”, but have a blinkered view which only sees the environment on their

own doosstep. As a result, chey are repeating the mistakes made by the
“aconomic miracle” elites of the fifties.
The following pages will critically examine the concept of an ecological tax

_reform, as an instrument of climate protection policy currencly at the centre of

discussions, from the angle of globally sustainable climate protection and draw
out ics failings and risks.

Climate Protection Policy and Distributing the Burdens
. There is extensive agreement in the current discussion on climate protection
that global consumption of fossil energies and the associated emissions of trace
gases will need o be drastically reduced if we are to be able seabilise the
concentration of greenhouse gases in the atmosphere and still avert an
impending climatic catastrophe.

Energy consumption Scenarios meeting this condition are described as
“ecologically sustainable”. The energy scenario developed by the Stockholm
Environment Instituce {SEI) is one such sustainable scenario and is used as an
example in the following analysis (see fig. 1.

The Consequences of Falling Global Energy Consumption for the E nergy-providing
States

TheEEI’s energy scenario, intended to avert climate-induced risks for a large
number of countries and several hundred million people, could nevercheless
ive rise to conflices in the diseribution of burdens between industrialised and

eveloping countries in two respects. .

The firsc area of conflict concerns a just diseribucion of the permitced
zonsumption of fossil energies and the permitted quantities of CO; discharged.
Four-fifths of the concencration of CO, present in the atmosphere up t0 NOW,
with its destabilising effect on the climate. has been created by industrialised
counrries, which have in the meancime achieved 2 high standard of living,
whereas the developing countries, responsible so far for only 20 per cent of the

. emissions, claim a need to make up considerable ground in respect of their

scandards of living and consequently a need for increasing levels of energy
consumption. This discriburion problem on the energy consumption side has
already been recognised as a north-souch conflice in environmental policy and as
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a result has been pur on the agends of internacional negotiations on the chimate
convention {cf. Loske 1996. 86 ff.; Simonis 1998. 49 ff.).

However, a second area of conflict arises from the fact that the countries of che
south, dependent on oil revenues, would have to accept a sizeable drop in
income. This problem facing an ecologically sustainable energy scenaric on the
energy supply side has clearly not yet been recognised, or is not yer identified as
a distribution conflice. It must be said, at the same time, that the problems on
the energy supply side have not been brought up with any force in the
discussions on the climare convention by the supplier countries either, although
the attinide of the supplier countries is of central imporrance to che success or
failure of a sustainable climare protection policy. Each of the enezgy suppliers is
acring as if a drastic fall in demand in che field of fossil energy would nor affect
them, but only their competitors. '

The SEI scenario implies thart che consumption of fossii energy will be reduced
from 274 exajoules (exa = 1018 unics) in 1988 o 144 exajoules in 2030 and to
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Source: Author's calculations based on the Stockholm Environment Insticuce's sustainable energy
scenario.

Fig. 1 — SEI sustainable energy scenario primary enevgy mix 1988—2100
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zero by 2100. The consumption of crude cil should accordingly fall initially
from 116 exajoules in 1988 to 59 exajoules in 2030 and finally o zero in 2100.
Bur what social and economic consequences does a sustainable energy scenario
of this sort have for che energy-supplying countries? And what conclusion can
we draw for an overall approach to climate protection policy which will be boch
ecologically and socially sustainable?

To answer these questions, the consequences of three different oil price scenarios
on the member states of OPEC (che Organizacion of Petroleum Exporring
Countries), representing all oil-producing countries, are being investigated:
Scenario A = US$ 15 per barrel; Scenario B = US$ 5 per barrel; Scenario C = US$
35 per barrel. For the purposes of the study, it is zssumed that OPEC’s wozld
market share of 40.9 per cent in 1988 will remain constant throughour the period
under investigation (1988—2100), bur chat energy consumpeion by OPEC will
increase. (The decails are taken from an as yer unfinished scudy by Michael Eisele
for the Social Sciences Faculty of the University of Osnabriick forming parc of 2
dissertarion project on the subject of “Socio-economic implications for petroleum-
exporting countries of CO; reduction scenarios for climare protection purposes”.)
What emerges is that the reduction in the consumption of fossil energies necessary
to save the environment would result in a severe fall in income for OPEC in all
three scenarios (see fig. 2).

Scenario A (US$ 15 per barrel) is based on an average oii price and should
serve as a “business as usual” scenario not far from reality. However, another
conceivable outcome is Scenario B (US$ 5 per barrel), which could cccur in the
event of a drastic fall in oil demand and the consequent inensification of
ruinous competition among oil suppliess worldwide. In view of the current
constellation of the market power consumer and supplier countries, on che other
hand, Scenario C (US$ 35 per barrel) can be more readily excluded.

The three oil income scenarios make it clear that, if an ecologically sustainable
energy scenario were implemented, the OPEC countries (whose oil revenues
amounted to US$ 120 bo. in 1994 and US$ 132 bn. in 1993), along with other oil-
producing councries not part of OPEC — e.g. Mexico, Egype, China, Norway, the
UK, Russia, Azerbaijan — would suffer 2 major loss in income. This is the reason
why the oil exporters have opposed any binding obligation to reduce energy
consumption in all negotiations on incernacional climare protection so far and why
they have made common cause with the USA, which is unwilling to be tied down
to a reduction in consumprtion for domestic political and economic reasons.

The consequences of an ecologically sustainable energy scenario would be very
different for individual oil exporters, however. For the period up to 2030, by
which date OPEC oil production is to be only half (617 million tonnes) of its
value in 1988 (1201 million tonnes), the likely development is as follows. The
three low-population countries of Saudi Arabia, Kuwait and the Arab Emirates
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_ with only somie 20 million inhabitants between them but accounting for over
40 per cent of oil reserves, which are, moreover, cheap to extract — would
probably bear thé main burden of falling worid oil demand but continue despite
considerable losses to amass high incomes. On the other hand, the heavily
populated countries of Nigeria, Algeria, Iran, Indonesia, Egypt, Iraq and
Mexico — wich 480 million inhabitants collectively and limited oil reserves
whose exploitation involves higher costs — would probably not survive the steep
competition resulting from the fall in demand and no longer continue as oil
exporters. In view of the heavy dependence of these countries on foreign-
cusrency income from oil exports, this would result in serious political and
social problems: political instabilities, civil wars, wars becween states and new
waves of refugees would fic with an entirely realistic scenario. However, 2
development of this type would be inevitable if climate proteccion policy were
to be reduced to its environmental aspect and irs far-reaching potentials for
economic conflict ignored.

The Dimensions of 2 Sustainable Climate Protection Policy

In view of che existencial interests of most oil-producing countries, it is hardly
a sign of a comprehensive awareness of the problem that the implications of this
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conflict of interest fail to be taken seriously and OPEC alone is seen as dragging

its feer. “For obvious reasons of intetests in sales, the oil-exporting countries

have adopted an obstructive attitude chroughous the negotiating process. . . .
They are making full use of their obstructive potential in follow-up
negotiations, frequently supporred by western oil concerns and cover
organisations like the ‘Climace Council’, which represents the interests of the
Armerican petroleum, coal and automobile induseries.” (Loske 1996. 261)

Even more problematical is an atritude which equares a group of countries
with several hundred million inhabitanes, who would be the losers of 2
consistently applied climate protection policy, with ‘the hate-figure of “oil
sheikhs”, so that cheir interescs are set aside: in a debare with che President of
the Association of German Industry, Hans-Olaf Henkel, the Chair of the
parliarnentary party Biindnis 90 / Die Griinen, Joschka Fischer, declared: “the
only people who would suffer [from an energy tax} would be the oil sheikhs and
the pecroleum dealers” (cf. on this point Massarrac 1995). Jusc such a
thoughtless actitude mighe also try to discredic the lower-income groups in: the
industrialised counctries, likewise comprising several hundred million souls, by
seeing them as cthe foor-draggers in climate protection policy simply because
their justifiable fear of bearing the main burden of che climate protection policy
leads them to reject an increase in energy prices.

An approach which ignores the social implicarions of climate protection
policy is alarmingly widespread in the environmental debate and also dominates
thinking in the current discussion on sustainable development. By reducing
climare protection policy to its ecological core, a reduction in energy
consumption, fog\,‘ example, Sebastian Oberchitr (1993) follows che theory of
spiralling interests in identifying only three interest groups: the party
responsible; those affected and accomplices (cf. von Pritewirz 1990). In this
light, the @PEC and industrialised countries would belong to the [inrerest}
group of patties responsibie because they are causing climaric change chrough
their_prodﬁction and consumption of fossil energies. The island states, along
with the councries in the hot regions of Africa, Asia and South America would
be assigned to the {interest} group of parties affected because in these countries
people’s living conditions are deteriorating dramarically as a result of the
change in the clirpate. And finally, the industrialised countries and emerging
councries wouid form part of the accomplices {interest]} group because they have
the technical and financial capaciies available to implement the goal of reduced

‘ consumption. In an approach of this nacure, those affected by a climate
¢ protection policy narrowed down to ecological considerations — lower-income

consumers in the industrialised and developing countries and the populations of
the oil-producing states, that is, the majority of the world’s population — are
simply left ourt of the analysis. :
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A climate prorection policy combining an ecological approach wich the social
dimension must be in a position to give satisfactory answers o two questions:
(1) What maximum quantity of fossi! energies is it permissible to produce and
consume worldwide over what period? (2) How are the foreseeable econemic
and sccial Burdens of climate protection distribured worldwide between those
responsible and those affected, berween winners and losers? A global consensus
on both these questions is a basic precondition for the success of a-susrainable
climare protection policy. Whar is required for such an agreement to come
about is a willingness amongst all those concerned to implement an
equalisation of interests (the acceprance principle), the choice of the right
national energy policies and environmental inscruments, and a readiness to
adjust national energy policies to a global climate protecrion strategy (che
globality principle). It is therefore a martter of investigaring whether the
solutions currently under discussion in the induscrialised councries sarisfy the
criteria for a sustainable climate protection policy outlined here. '

The Three Instruments of Climate Protection Policy
and the Problem of Energy-dumping Prices

The aim of any environmental protection policy is to reduce the production and
consumption of environmenral resources to a level that can be borne by the
environment. The two instruments by which this goal may be arrained are

quantity and prices. The preference for one or other of these two regulacors forms.

the cencral measure differentiating the scrategies for 2 solurion supporred by social
scientists and economists on the one hand and politicians on the other, which are
in part diametrically opposed. The discussion at present centres on three principal
instruments of clirate protection policy: a) an ecological tax reform (price
regulation), b) the introductionof licences or certificates (indirect quantity
regulation) and c) binding quantity controls (direct quantiry regularion).

The price instrument of ecological tax reform has up to now enjoyed the
greatest popularity. This approach to reform is favoured by environmental
economists including Hans Christoph Binswanger (1991), scienrtists such as
Ernst-Ulrich von  Weizsicker {(1992), environmental groups such as
Greenpeace, research institucesincluding che Wuppertal Institute for Climare,
Environment and Energy and the German political parties Biindnis 90 / Die
Griinen and SPD. While the concepe of indirect quanticy regularion by means
of the introduction of licences is fervently discussed among academics —
especially among neoclassical enviconmental economises {cf. Maier-Rigaud
1994; Kaolle 1992; Simonis 1998) — it plays a markedly less significanr role in
the political debate on climarte protection. The third scracegy for a solution,
based on binding quantity controls, that is, direct quantity regulation on the
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supply’ side (cf. Massacrat 1993; 1994), is still relatively new. Faced with
considerable psychological barriers in the policical arena, it has at present the
least chance of being recognised as a climate protection strategy. '

Both the advocates of an “environment tax” and the charnpions of the licence
solurion start from the correct assumption that current energy prices are not
scarcity prices. They differ, however, in the instrument they consider more
sujtable for crearing the scarcity to serve the cause of climare procection policy,
che former favouring the price inscrument while the lacter support the quanticy
instrument. Erasc-Ulrich von Weizsicker, for example, argues for an
environment rax, because “energy prices do not tell the ecological truth” (1992.
141f). Gerhard Maier-Rigaud, however, considers the rax solution to be an
ecologically uncerrain instrumenet because it atzacks the environmeriral goal
only indirectly; in his opinion, the licence solution is better suited for
inregraring che scarcity of “climatic scabiliry” into exiszing markers by means of
scarcity prices (1994.43f., 106£). . - ‘

The chsee positions — representing the currents of thought in their respective
branches of environmental economics — agree in their systemaric disregard of
the following questions: Why has it only now become necessary o ~discaver”
scarcity prices for a scarce resource like fossil fuels? Have there ever been scarcity
prices for this resource? If not, why net? If yes, why are there none ar the present
rime? Only after these questions have been answered will ic be possible to
consider the idea of a scarcity strategy oriented on climare protection, because -
as will be demonserated below — it is only by answering these questions char the
problem of burden-sharing and the choice of the most effective inscrurmencs for
2 sustainable climare protection policy can be given a broad foundation.
Neglecting these questions, on the other hand, obstructs a view of the globel
situacion and brings with it the risk that the discussion will remain stuck in
incomplete systems and overlook its conceprual weaknesses. '

In the view of the presenr author, current energy prices are dumping prices,
resulting from a structural overproduction of fossil energies on the world
market. The grounds for this chesis — which are outlined with the proper
thoroughness elsewhere — can only be presenced here in summary form, shorn of
important differentiacions: during the present ceatury, the induszrialised
countries, in which only one-fifth of the worid’s population lives, have
succeeded in developing not only cheir own energy resources but also chose of
the rest of the globe for their own energy needs and consequently in oprimising
their own potential for exploiting energy resources with the best possible
comparative COSt advantage. Where, ar che start of the century, the
industrialised countries merely formed the demand side on the world market,
direct colonialisz access to the energy resources of the non-industrialised world
enabled them to take over the supply fuaction at the same time. This has
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systemarically excluded an option for the non-industrialised energy-supplying
states to maximise their benefir (for a derailed summary, cf. Massarrar 1993).

This structural discortion of the world energy market was possible because for
the first half of this cencury the other four-fifths of the globe were still caughr in
the slumber of the pre-induserial age and left che expleiration of their
exhaustible energies and resources — in some cases voluncarily, in others by
submirtting to superior force — to the one-fifth of the world’s population wich
~ the purchasing power. This time difference in the progress of industrialisation

suppiies the main reason why a scarcity of fossil fuels — already in existence by
comparison with the potential demand from the wotld’s entire population - had
failed to arise and why the development of economic scarcity prices has failed to
come about, or has been successfully prevented. As a result of this artificial
overproduction, oil and energy prices overall have settled at a dumping price
level well below the scarcity prices (see fig. 3). (For exhaustible resousces, che
scarcity price is not determined by the average production cost but by the
marginal cost — that is, the greatest extraction cost — in the trade or by the
substitution cost of the last unit of the resource for which there was still just 4
demand. For the energy sector, ir is the extraction cost of European anthracice
coal mines which are highest. Another way of derermining the scarcicy price
would be by reference to the cost of subscicuting regenerative energies such as
wind or solar energy for fossil energies.)

This “dumping price trap” on the demand side, i.e. in the industrialised
countries, is still operating more or less faultlessly. The oil supply on the world
markets is virzually inelastic, which means chat o1l and energy prices cannot
perform their regulatory function. However, if the cyrrent share of consumption
taken by the not yet induscrialised four-fifehs of the population were to rise from
its present value of approximately 20 per cent of world consumprion to just 30
per cent, with the demand from the indpstrialised countries remaining
constant, the scarcity of fossil fuels would make irself felt in the form of a
dramaric rise in energy prices. -

Looked at in this way, asking why there are no scarcity prices in the ﬁeld of
fossil energies amounts at one and the same time to enquiring after che historical
causes of the climate problem itself. If the scarcicy function in the energy fieid
" had not beea disabled by arrificial overproduction consequent on episodes of

coloniatist intervention, market-determined scatcicy prices would have put a
halc to wasteful consurnption of energy and as a result prevented the climate
problem from coming abour. '

To turn this argument on its head, we find here z pointer to the most effective
climate protection strategy: either the supplier countries succeed in enforcing a
direct scarcity scrategy, or the demand for energy in the developing and

‘emerging countries — e.g. China, India, Indonesia and Brazil — will rise so
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sharply in the near future that the present overproduction of energy will

- disappear and the dumping prices will be replaced by scarcity prices on a

worldwide basis. In such a case, admittedly, any effort ar implementing an
effeccive international climarte protecrion policy would be pointless.

The OECD countries, especially che USA, are far from favourably disposed to
such a development. Rather, che effores by che USA and other industrialised
countries to gain a toehold in the Caspian Sea, Africa (Congo, Angola), the
South Chinz Sea and anywhere else suspecred of possessing significant oil
reserves would indicate that the industrialised countries would prefer to
maintain the existing overproduction of fossil energ1es and as far as possible
obstrucr the development of scarcity prices.

Disregarding the causes of the continuing lack of scarcity prices for fossil
energies means ignoring the existing distribution conflicts between the rich
one-fifth and the poor four-fifths of the world's population. Neglecting the basic
conditions under which the world energy marker functions in chis way makes iz
impossible o reach a realistic judgemenc of the ecological effectiveness or any
other consequences of instruments of climate protecrion policy such as
environmental tax reform or the licensing solution. The question is not whether
these strategies have been logically chought through using models and under
“laborarory condicions™: the decisive question is rather whether, in the present
conditions of overproduction of energy and the dumping prices ar which it is
sold, a “green” tax or a licensing solution could develop the desired effect atall.
A second question which arises is whether the existing distribution conflicts
might be defused in the wake of a consensus on a climate protection policy, or
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whether, on the contrary, this might not simply fan the flames. In cthe following
section, the instrument of ¢limate prorection currently enjoying the greatest
popularity, environmental tax reform, will be confronced wich these two
questions.

Environmental Tax Reform — some Fundamental Obgections

Environmenral tax reform is a concept covering a aumber of fields; ar its
heart, however, is an enetgy tax. The following cricical objections refer
primarily to the energy tax and therefore cannot in all cases be applied to other
environmental sectors,

An Energy Tax Intensifies the Distribution Conflict and Qbstructs z Global Consensus
on Climate Prosection Policy '

In the industrialised countries, energy taxes are nothing new. In the OECD
countries, petroleum tax accounts for berween 60 and 80 per cent of the final
energy price (see Anonymous 1994), without this having broughs about any
significant reduction of energy consumption in these countries in absoluce
terms. The source of the petroleum tax is the price difference berween the
scarcity price and the dumping price (see fig. 3 — for a detaiied elaboration of
this based on reverue theory see Massarrar 1993.54 £.).

Since the fifties, the governments of the oil-consurming countries have been
drawing sizeable revenues from this rich source of income, which they have put
back by construction of highways (Autobzhns) and armaments, promoting
economic growth, healch and education etc. Withour lifting a finger the oil
consumers, i.e. the industrialised councries, thereby acquird sizeable capital
gains which, however, result in a considerable loss of capiral on the part of the
oil-supplying councries. The redistribucion of tax at the,cost of the suppliers is
part of che basic wisdom of neo-classical economics: “Atax increases the price
paid by the consumier and reduces the price received by the producer — the
difference is pocketed by the state.” (Samuelson 1980) This statemenc also
applies to the world market on which, by means of petrofeum taxation, the
OECD states have increased their revenues and at the same cime creaced price
competition among the international oil suppliers through the resuiring fall in
demand. The tax on petroleum thus results in a veiled redistribution from the
oil/energy-supplier side to the consumer side. In Germany, petroleum rax
provided the third largest source of taxation in 1977, raising 66.1 bn
deutschmarks. This' “solidarity supplement” paid to Germany under
compulsion by the oil exporters thus amounted to 2.5 times the intra (west-east)
German solidarity supplement of DM 26.8 bn. (on these estimares f. Neue
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Osnzbriicker Zeitung, 10.10.1997). The rotal sum harvested by the OECD
countries via oil taxation is now most probably over U$ 2 billion.

The introduction of environmental taxes on energy and other resources
imported from developing countries represeated a form of veiled, larent
expropriation of these countries by che industrialised councries. The advocates
of “green” tax reform will have to ask themselves whether it is their wish that an
environmental protection policy of this type should take the place of the curtenc

.policy of growth promotion in the industrialised councries to the debit of the

developing countries. This would, of course, stand in coneradiction to the inter-
state consensus required for sustainable climate protection (the consensus
principle).

An Energy Tax Will not Prevent the Rise in Energy Consumption, but Will Merely
Make a Shift

E it reduced the consumption of energy at all, the introduction of an
environment tax in the industrialised countries would bring abour a further
dfop in prices on the energy markets. This would further intensify the ruinous
competition for market shares among che supplier councries, which would’
result in furcher increases in production and additional falls in prices and
revenues. [n cheir turn, falling world marker prices for fossil fuels would
stimulate worldwide demand and cause an increase in global CO,, emissions, so
that any saving in the high-price cegions resulting from environment taxes
would most probably be overcompensated by the increasing consumption of
energy in the low-price regions. This means that an environment tax would set
in motion processes which would undermine climate protection, since they -
would bring abourt réduced emissions only in individual countries or regional
associations such as the EU. And this would contradicr the globality principle
of a sustainable climate protection policy.

Although the effects of internal price movements on external trade are
generally known, the global economic effects of an energy/oil tax have been
systematically ignored in all studies presenced by academic institutions so far, as
if Germany or Europe were surrounded by an economic wall (cf. Deursches
Inscitut fiir Wirtschaftsforschung (DIW) 1994; Mever et al., 1997, p. 2 of the
latter study draws actention to important mechodological defeces in the former
deriving from simplifying and rnistaken assumptions in respect of endogenous
states of independence, and is in this respect more thorough and closer to the
reality). Although “insular studies” of this sort may refure the argument of
opponents of a climate protection policy chat it would result in increased
unemployment or endanger competitiveness and the location of companies, and
may also result in positive headlines such as “Jobs miracle. Economic researchers
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protise green tax reform will bring 1.5 million new jobs™ (Frankfurter
Rundschau, 22.5.1997) and “Green tax reform to create new economic miracle”
(Die Tageszeitung, 7.11.1997), the insular characrer of these studies wiil not
permit any solid stacement on the global effect of a environment rax, The serious
consequences of a reduction in energy consumprion in the induscrialised
countries for the countries of the Souch which depend o oil exporrs are cleatly
of interest to neicher the Social Democratic Party and Biindais 90 / Die Griinen,
which propose to introduce such a tax, nor the vast majority of the non-
governmental organisations (NGOs) active in environmental and development
policy, who have uncritically adopted the concept of enviconmental tax reform,

{The Wupperral-Inscizut study (1996) confirms on pp. 400f. the existence of
this problem inherent in environmental rax reform, to which the present auchor
has repeatedly drawn artention. In spite of this, however, the authors give
priority to an internal political consensus on the introduction of an environment
tax over the problems created in other regions (p. 402); “Bettec equaliry of
opportunity for the countries of the South and a sharing of responsibility by rhe
industrialised countries - both of these are open to dispute. Burt these two aims
need not be linked to an environmental tax reform if chis endangers its
implementation. They can (and therefore should) be linked to it at a later stage,
once the environment tax has become established.”)

Energy Taxes are Either Ecologically Ineffective or Else they Hamper the Acceptance of
Ecological Reform

The energy-saving effect of an environment tax depends on the one hand on
the level of the tax rate and on the other on the elasticity of prices on the energy
demand side. According to calculations by the Osnabriick study mentioned
above, for example, prices for fossil energies in Germany would need to be raised
by an average of 14.6 per cent a year to reduce consumption within the old
boundaries of West Germany by a mere 2.9 per cent per year and by just 25 per
cent over 10 years (cf. Meyer et al., 1997.10). Environmental caxation thus finds
itself in an insoluble dilemma: if, for example, the rate of tax is set at 5 per cent
Per year to increase acceptance of the tax as proposed by the Association to
Promore Environmental Tax Reform, the energy-saving effect disappears (cf.
Eorderverein 8kologische Steuerreform 1997, which announces “signals set for
a new economic miracle” by means of annual price increases of per cent for
petrol, diesel, heating oil, narutal &as, coal and electricity and anticipares
financing a reduction of the top rate of tax to 40 per cent and a reduction in
secondary wage costs and costs. of benefits from the revenues obtained; a
contribution by this model to energy saving — the actual aim of an environmental
tax reform — is nor substantiaced, but merely expressed as a hope). If, on the other
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hand, drasric price increases are applied — e.g. by increasing pecrolnpncejs to 5
deurschmarks (£1.70) per hitre over L1 years, as proposec% by the Bi._mdms 90 /
Die Griinen political party - in order to achieve significant saving .effecrs,
acceptance of the tax will fall rapidly, especially among the lower—u;come
groups. In either case, the reduction in consumption called for by climate

protection policy would fall by the wayside.

Energy Taxes Oﬁfer no Guaransee of a Reduction in Energy Consumpiion Figares

Although higher rates of tax and a rise in the level of energy prices can bring
about a fall in energy incensiveness — given acceprance — they offer R0 gusrantee
that energy consumption will fall over the medum? or long term in absqluie
terms. The very fact that the environment tax is 2 price msrrlument could result
in the undesirable consequence for climate protection pohc? thac r}}e energy
saved is compensated out by growth in sales and the relaFed increase in energy
consumption. Despire drastic reductions_ in_ energy intensiveness, ;nergy
consumprion has hicherso always increased in line wu:b economic growth. .

The price instrumene of envirenmental tax reform is not a .releflble means 0!5
achieving a susrainable use of resources. The local authormes. in Germanﬁ
narure reserves have understood this for years: the quantity of leisure use made
of the Dismmersee lake near Osnabriick, for examp_le, _ has been pregmel};
regulated for decades by che imposition of an upper limit o the num fr l;)e
sailing boats allowed. Given the limited capacicy of thff lf;t}_ce, rl gl?cs can only >
granted to use the available space; there is no ppsmbduy of increasing the
number of boats. However, if the local authority in question were to re;;lace
regulation by quantity with a tax on sailing boats, even eXTrEme raresdo ta;
would most probably fail to protect the Diimmersee from being jammed wit
b(){aTt;-e well-off are cleacly prepared to .acgepr a “I?Ean_nfrd economy” _ff?rhthe
privileged use of ecological niches with %i iFed availzbility. However, 1 T e:)e:f

same people were presented with a choice, xn“respeit of the coasuzitlin o
energy, between quantity rescricrions a{nd a “green” tax, theylwo p ; o
probability oprt for a tax solution, since th1s‘offe1.'s djle lesser ob.stac e to “fre

of the road” in powerful cars or o an ongoing rise in €CONOMIC grovﬁh.)

T'he Marker as an “Ecological Disciplinarian™?

Propaganda for an environmental tax reform is based on the ‘iiluslor; that
‘ecological processes can be kept in check by means of economic regu I:utory
instruments. Even Ernst Ulrich von Weizsﬁck¢r (1992.14?)‘5665 the mar et as
an “excellent ecological disciplinarian”™. But the conditions under which




210 Mohssen Massarrat

ecological systems operate fall ourside che economic sphere and are cherefore
independent of its regulatory mechanisms. For this reason, targets of
environmental policy such as stabilising the climate require from the start a
clear ecological framework to work in.

Prices and markets can only provide an efficient instrument for allocation and
optimum use within a regulated framework; they can never create the
framework itself. Ar all events, there are no historical examples of this. In the
absence of a framework, prices and markets have instead tended to bring abour
repeated crises and catastrophes, as. in the early development phase of
capitalism, or major economic crises, such as those occurring in the first half of
this century.

The lack of a social framework in early capitalism, combined with a surplus of
labour, resulted in longer working hours, the employment of women and
children en masse and a furcher increase in the structural surplus of labour. The
decades-long “wage dumping trap” caused by this gave rise to starvation wages,
poverty on a huge scale, falling working lifetimes by preventing the
regeneration of human labour, and the destruction of social relationships.
However, no one in the workers’ movements of the nineteench century ook it
into his head to suggest puccing a halt to this problem by introducing 2 social
tax reform. The correct solution to the social problem of early capitalism was to
introduce a statutoty standard working day. Clear quantity regulation (e.g. the
eight-hour day) created 2 framework which was not to be exceeded, in order to
safeguard the capacity of physical labour to regenerate irself. This political

" framework also included banning child labour, introducing social security
systems, the collective bargaining system etc. _

Juse like che capacity of social systems to regenerate, the capacity of ecologic:}\i
systems to regenerate must be procected by a political framework, that is, by
quancity regulation. Nature has its own need fora “standard working day”, and
this must be protected if necessary by prohibition. Once this framew, rk has
been set up — and only once it has been set.up — the economic functions, p.g. the
distriburion and exploitation of resources, can be left to the marker.

“The loss of a regulatory function for fossil energy prices resulting from a fack
of elasticity on the supply side, prodigal energy consumption and the

consequent climatic problem all derive from the absence of a political

framework for the urilisation of exhaustible energy resources. Fora sustainable
climate protection policy, therefore, what is required is rhat the maximum
global consumprion of fossil fuels be made binding in international law, with a
plan for the reduction of energy and CO; iacluding quantity regulation laid
down according to ecological criteria. This may also cait for a produ¢rion ban
within sensitive ecosystems, e.g. in off-shore areas or in regions where the
quality of life or the social systems of the indigenous population might be

Sasrzinability, Worth-Souch Distribution Conflicts 21:

endangered. Ouly once markers and prices have achieved their economic

functions of allocarion and optimisation of use within an ecologically and
politically defined tframework of this type does it make sense - for the purposes
of economic/ecological fine tuning, relacing perhaps to the CO; content of.
differenc fuels — to consider the introduction, for example, of 2 CO; tax.

(It is difficulc to understand how a prominent advocace of environmental

~ protection like Eense Ulrich von Weizsicker — 1992. 141 ff. — can reject the

creation of a frameworck through the introduction of quantity concrols simply by
citing the failure of planned economies and can confidently entrust the solution
of global environmenzal problems such as the climate problem, againsc all
historical experience and thecrerical considerations, to the market, “che green
disciplinarian”, chat is, taxes and prices.)

Closing Comments

The anatysis above tocussed on an energy tax, since it is to this instrument that
the grearest hopes in climate policy at present are pinned. However, energy tax
is 2 nacional pricing instrument whose effectiveness as an élemenc in climare
protection policy is questionable. Hardly any atcempt has been made to co-
ordinate it wich a global climate scrategy, and as an isolated measure it will
intensify the existing norch-south distribution conflicz. If the structural
overproduction of energy and the “dumping price trap” are atlowed to concinue,
the introduction of an energy tax would amount —as is the case already with che

perroleum taX — ro expropriating the oil/energy-owning countries and

redistributing oil/energy revenues to the benefit of the major energy consumers.
In the present conditions of a structural overproduction in the energy sphere,
the licensing solution, which i§ at any rate a more useful approach than che tax
solution, would be likely in practice to cause similar problems to the energy tax.
A more detailed critique of the licensing solution and a presentation of the
direct quantity shorrage approach, which the present author sees as the most
effective instrument of a sustainable climate protection policy, is ourside the
scope of this article. A more substanrial publication to cover this is planned.
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