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Comment

Swiss environmental policy by end-of-pipe-measures was quite popular and a bit ahead of the
rest of Europe during the 70ies and 80ies. In general, like in many other countries, most measu-
res have been more successful using fees and charges than policies relying on end-of-pipe stan-
dards only. Nevertheless standards are more popular than fees or taxes; they do not concern
incomes and costs directly, but indirectly, but they are in effect, as is well known, economically
often more costly than fees and taxes.

After the big and impressive progress by standards in the 70ies and in the 80ies, fees and taxes
and redirection of subsidies started to be more popular in the last ten years.

Good results for example have been achieved in the waste and sewage disposal. These measu-
res are rather conventional, because they normally internalize costs that are measurable. For
example in my home town Basel, the second biggest city of Switzerland, a tax on rubbish of a-
round 2 DM a bag lead to the drop of waste by 30 to 35 % within a few years. This meant lesser
investment cost for incineration of some 150 million DM in the same decade.

One reason for successful policy in Swiss waste affairs is that there exist clear conceptual prin-
ciples who say that

(1) all waste has to be treated in Switzerland

(2) it is a goal to avoid waste, to re-use, recycle and as last option - to dispose it.
(3) there was a consensus for the polluter pays-principle

(4) Good results on state-level for waste reduction made it easier to progress.

Following these principles the environmental law defined nation-wide waste-limits for critical
wastes like tins, glasses, paper, cars and so on. Since 1997 there is a new instrument: the pre-
paid disposal fee. It creates or strengtens new cycles for material, that formerly was treated as a
waste.

In the first act the polluters use their own effort to stay beyond the benchmark with waste. If they
do not succeed, the national government can install prepaid deposit fees that all sellers of new
products have to undergo. Every economic sector is free to organize its own private recycling
organization; but final waste limits are controlled.

Another instruments are simple deposits that are reimbursed after final use. Polluters missing the
benchmarks have to undergo the whole serie of instruments. The recycling organisations are
typically private. The government reduces his efforts to settiong benchmarks and organising fi-
nancial coverage.

If some emissions can not be handled well, there are incentive taxes. The long economic stagna-
tion in Switzerland creates new problems, the climate for new incentive taxes is critical. Today
only incentive taxes for VOC and liht heating oil are installed.

But everybody knows: The time of end of pipe measures only has expired; standards are useful,
but technical progress is not in sight without adaption of prices. Unfortunately the energy market
stays to be a sector insufficiently regulated. The main instrument is compulsary reduction of car
gasoline consumption by standards und insulationstandards for houses. We also made good
experiences with labelling of products like Fax-machines or TVs. Their stand-by consumption can
be reduced twentyfold sometimes.

Swiss fossil fuel prices are 50 % lower than in 1973. Liberalisation of electricty market also will
reduce prices and promote squandering of energy. Progress in reducing energy consumption is
far away without an ecological tax reform.

But as | said: The work is not done before we have a deep ecologicakl tax reform in the energy
sector, too. Several political attempts are taken in this direction:
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» a strong poportional levy for heavy truck transports is ahead to finance new tunnels for new
alpine train transit lines.

» Swiss government also is going to tax CO, unilaterally, but on a minor level that is not fit for
strong reduction.

» The popular ,solar initiative* damands an ear-marked tax for energy that is used for better
efficiency and solar energy financing.

* Another popular initiatve is launched to reduce consumption of non-renewable energy by 1 %
a year by revenue-neutral incentive taxes.

All these ,green taxes” are in some way fiscally neutral, because they avoid new

taxes on income or wages.

Sometimes they today already reduce even existing charges like the revenue-neutral solutions
for VOC and for heating oil. The revenue is used to lower individual contributions for health-
insurance.

Swiss social security is hit by some demografic changes. Additional funding for social security
will be urgent by the years 1998-2005. | strongly hope that some of the financing will be found in
energy taxes. | am optimistic that consensus for action can be found also without a general EU-
coordination. But of course a coordinated EU-action would be helpful. The following conditions
for a successfull first mover are recommended:

» a unilateral, progressive CO,-tax should be revenue neutral.

« it should be implemented step by step - no shocks for the economy.

* revenue-neutrality for economy is best ruled when companies receive lower social security-
fees in exchange for higher energy taxes

» as long as European coordination is leaking, energy intens companies need a separate treat-
ment with taxes on international levels.

» for population, contributions or taxes should be reduced woh have the same social profile as
energiy taxes (regressive)

The Swiss environmental policy is going slower, but some undoutable successes have been e-
nacted. The economy is adjusting to the new rules. New technologies now frequently are develo-
ped with less government interference. Ecological tax reform is underway, but too slow. More
serious attempts especially in the energy sector have to be undertaken.

Switzerland has a strong renewable energy industry, relying on hydropower and wood. New pro-
ducts in the solar field are coming strong. With correct taxation the energy consumption of non-
renewables can be reduced by 50 to 80 percent in the next 50 years.

10.04.97

Rudolf Rechsteiner
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