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Treasury ‘Backtracks’ on Tax Incentives for Environmental Protection

The Treasury’s new fiscal incentives for investing in pollution control will be far too narrow to provide a real boost to environmental protection - environmental companies have warned today. Treasury documents have revealed that it will exclude many innovative environmental technologies for the control of air pollution from industry, cleaning-up polluted land, oil spills, waste treatment and recycling.

The Treasury’s restrictions are revealed in the detailed annexes to its Pre Budget. The "Green Technology Challenge1” will now be restricted to providing tax incentives for energy efficient technologies, clean fuels and vehicles (both of which are already supported, quite separately, by the Treasury), and for reducing water use and improve water quality (the only new area to be supported). The scheme will therefore provide no incentive to the development and use of technologies to tackle many of the other environmental problems the British public endures.

The “Green Technology Challenge”, originally announced in the 2001 Budget, will provide 100% first year capital allowances for mainstream industry investing in innovative environmental protection technologies. Such incentives will help to reduce the financial barriers to investment and allow companies to determine the most cost-effective solution to pollution problems, whilst costing the Treasury very little.

Adrian Wilkes, Chair of the Environmental Industries Commission (EIC) said: “The Treasury is backtracking by being far too restrictive, thereby missing an opportunity to support investment in innovative environmental solutions to tackle many of the key environmental challenges Britain faces. Only one new source of pollution is addressed. It is vital that the Treasury extends this measure to support the development of the best solutions across the environmental agenda.

Many countries across the world use fiscal incentives to promote investment by industry in environmental protection. By restricting the Green Technology Challenge to just a few areas the Treasury will put the UK at a disadvantage with international competitors in the race to dominate the rapidly expanding world environmental technology and services market.”

EIC has been campaigning, with the support of mainstream and environmental groups, for the UK to follow the lead of various EU countries and provide fiscal incentives. The Dutch Government’s scheme, for example, run very successfully since 1991, is all-embracing, covering technologies that tackle everything from particulates and hydrocarbon pollutants in soil to dioxins and heavy metal in dust emissions. Other countries, such as Germany, go even further and provide outright grants for pollution investments by industry.

The world market for environmental technologies is currently estimated at $335 billion and is forecast by the OECD to grow to $640 billion a year by 2010 (the UK currently has just 4.4% of the world market). 

For Further Information: please contact Adrian Wilkes, EIC Chair, or Richard Sullivan, EIC Public Affairs Manager, on Tel: 020 7935 1675.

Notes to Editors: 1. The Green Technology Challenge consultation is available from the Treasury website: www.hm-treasury.gov.uk. The Challenge was first announced by the Chancellor in the 2001 Budget.

2. The Treasury announced in the Pre Budget Report that the Green Technology Challenge would apply only to energy efficiency technologies, cleaner road fuels and vehicles, and the technologies that reduce water use and improve water quality. The Pre Budget Report is available at: www.hm-treasury.gov.uk
3. The Environmental Industries Commission's mission is to provide a strong and effective voice with Government for the UK's environmental technology and services industry. It was launched in 1995 and has grown rapidly to 200+ Member Companies. 

