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Green Taxes Must Be "Recycled" To

Industry To Boost Environmental Investments
An all-party and cross-industry lobby, organised by the Environmental Industries Commission (EIC), will today press the Chancellor, Gordon Brown MP, to use his 1998 Budget to promote environmental protection in British industry by recycling some of the revenues from new green taxes. Green tax revenue should fund "pump-priming" grants for R&D and the commercialisation of innovative environmental technologies, and fund tax incentives for environmental investments.

More than 150 MPs (mainly Labour MPs) support EIC's proposals to accelerate the depreciation deductible from tax on investments on innovative environmental technologies. The proposals also have the backing of mainstream industry trade associations such as The Electricity Association, The Food and Drink Manufacturers Association, and the British Metals Federation. Furthermore, a recent survey revealed that 94% of business leaders support investment allowances for clean technology. 

EIC's Law and Policy Working Group has today published a Position Paper, "The Use of Economic Instruments to Promote Environmental Objectives"1, which argues that:

* whilst The Treasury deplores hypothecation of taxes, where a tax is designed to internalise external costs, it is reasonable to apply the revenue to rectify and/or compensate for the environmental damage caused by the activities concerned

* where the tax is designed to change behaviour to achieve environmental objectives, all the money raised should be applied to help those industries affected to adapt to the tax, and not treated as a further contribution to the general pool of taxation revenue

* if a tax is to be effective in altering behaviour, there must be an adequate price elasticity of demand for the products and services taxed - but demand cannot be highly elastic unless environmentally sound technologies, that allow the tax to be avoided or at least mitigated, are available to the taxed sector

* it is therefore a prime requirement that measures are put in place to ensure that environmentally sound technologies are developed and brought to the market as rapidly as practicable.
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A fiscal boost is now essential as investment in environmental protection by mainstream industry in the U.K. is low despite mounting environmental problems. The U.K. spends just 1.0% of GDP on pollution control, whereas Germany spends 2.0% of GDP, and Holland and Austria some 2.3% of GDP.

The Chair of EIC's Law and Policy Group, Richard Burnett-Hall, said "Provision of grants for the development and commercialisation of environmentally sound technologies, combined with investment incentives to purchasing companies, would boost investment, create jobs, boost exports by strengthening the home market for British environmental companies, and improve air and water quality and public health. The 1998 Budget is an opportunity not to be missed."
Adrian Wilkes, EIC's Director said "Moving any economy to an environmentally sustainable basis requires a carrot and stick approach. The Government must use the Budget to introduce incentives to help mainstream British industry to introduce pollution control technologies." 

"Other Governments give much more help to their firms. Notably, the Dutch Government provide investment incentives in order to speed technological innovation and to facilitate the diffusion of new, environmentally-sound technologies - this has proved highly successful and has been extended every year. The lack of action in the U.K. means that British industry generally cannot compete equally against our major international rivals".
For further information: please contact Adrian Wilkes, Director, The Environmental Industries Commission on 0171 935 1675.

Notes: 1. EIC's Position Paper, "The Use of Economic Instruments to Promote Environmental Objectives", price £10 is available from 0171 935 1675.

2. The worldwide market for environmental technologies and services is currently $400 billion a year, and is predicted to grow to $600 billion by 2000. The world leader, the USA, has created 1,800,000 jobs in its environmental industry (whereas the U.K. has created only 100,000 jobs) and has exports of $14,300 million (whereas the U.K. exports only $1,165 million).

3. EIC is the lead association for the UK's environmental technology and services industry with over 200 member companies. 

