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1 Introduction and Methodology
Latvia has more than 20 years’ experience in designing its environmental policy and respective
regulation. Economic instruments have always played an important part of policy as they help
to internalize externalities, reduce damage, and increase quality of life, besides they allow to
raise revenue for national and local governments. However, these desirable effects are not
straightforward to achieve - whether policy would yield the effects or not would depend on
many factors, including household behavior, technology development and the strictness of the
instrument with respect to involved abatement costs.

At the same time environmental regulation is also not free of social-economic impact. Use of
economic instruments in environmental policy might harm the economy and can be more costly
for some of the social groups, but there are also evidence of a double dividend from use of
economic instruments in environmental policy. It, e.g. could trigger technological progress or
boost employment.

Latvia has started the accession process into the Organization of Economic Cooperation and
Development (OECD) which has strong stance on environmental policy and encourages
effective use of economic instruments for environmental policy in all its member-states. It has
developed Recommendation on the use of Economic Instruments in Environmental Policy
(OECD 1991) which defines different types of economic instruments: Charges and Taxes,
Marketable

Permits,

Deposit-Refund

Systems,

and

Financial

Assistance.

Same

recommendations also describe set of criteria to be used when deciding on use of economic
instruments. They are further developed and discussed in other OECD reports (OECD 1997;
OECD 2005; Ash 2010) and can be grouped in 5 categories as used in this report:
1. Environmental effectiveness. It can be measured as the extent to which the tax delivers
its environmental objectives to provide a permanent incentive to pollution abatement,
technical innovation, and product substitution. The quantitative emissions reduction
effect of a tax depends on the response of the polluter to the price incentive. Some of
the main questions: Are emissions levels or resource depletion rates falling? Are
ambient concentrations in the surrounding environment declining?
2. Economic efficiency has two aspects. Environmental taxes exploit opportunities for
abatement, by creating incentives for firms and/or sectors with the lowest abatement
costs to undertake most abatement of the polluting activity, resulting in an efficient
3

cost-minimizing pattern of abatement activity. A measure of economic efficiency is
therefore the extent to which there is a tendency to equalize abatement costs across
pollution sources. Another aspect of economic efficiency is revenues raised by
environmental taxes. They depend on the behavioral response of the taxpayers to the
charge. If producers respond to a tax by reducing output and/or investing in abatement
activities then the taxable item (the emissions) will reduce, as will revenues. If the price
elasticity of the taxed product or activity is low (in absolute value), an increased tax
rate could raise higher revenues. Some of the main questions: What are the tax revenue
and what is the level of revenue as a percentage of GDP? Are the revenues earmarked
or not? Is the use of the revenues likely to lead to any likely positive environmental
effects (linked to earmarking)?
3. Equity. Distributive consequences vary according to the types of policy instruments
applied. For example, pollution charges or taxes entail additional payment on the
discharge of "residual" pollution; additionally their distributive impact would depend
upon how the revenue is used. Similarly, with marketable permits, the distributional
effects will differ according to their initial allocation. Some of the main questions: Are
there significant differences of tax burden across different social groups? What are
these differences, and are there any specifically disadvantaged groups? Are there
measures in place to compensate for distributional effects, and what are these?
4. Administrative feasibility and cost. All policy instruments, including economic
instruments involve implementation and enforcement structures and costs. Aim is to
design environmental taxes to achieve environmental and revenue objectives whilst
minimizing the administrative costs of operating the tax. Some of the main questions:
How big (cost estimate) is an administrative burden and what constitutes this burden?
5. Acceptability: It is of crucial importance that target groups be informed and consulted
on the economic instruments imposed on them. In general, the success of any
(economic) instrument requires certainty and stability over time with respect to their
basic elements. Some of the main questions: Is this policy incentive acceptable by
different stakeholders, e.g. businesses, households, politicians?

OECD has performed the Environmental Performance Reviews (EPR) for many countries
emphasizing the use of economic instruments. Above mentioned criteria as well as polluter
pays principle, the user pays principle, economic efficiency, integration of environmental and
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financial-fiscal policies, as well as integration of environmental and sector policies are constant
features of EPRs reports.12

The purpose of this report is to provide preliminary results of the assessment of the
effectiveness of environmental tax system in Latvia and to come up with the recommendations
for improvement. This report has been prepared by the experts of NGO Green Liberty and was
supported by the Administration of environmental protection fund to support Latvia’s
accession process into OECD.

This report is based on the expert survey and desk research to evaluate effectiveness of the use
of economic instruments in environmental policy in Latvia in accordance with OECD
recommendations. In total 18 experts - 10 from sectoral ministries3 and their affiliated
institutions, 4 from science, and 4 from non-profit organization participated in the survey
evaluating policy effectiveness. Finally report and draft recommendations on August 28, 2015
were discussed in working group with 29 people representing from sectoral ministries.

1

http://www.oecd.org/env/country-reviews/
Reviewing Environmental Performance: OECD http://www.oecd.org/env/countryreviews/reviewingenvironmentalperformance.htm
3 These include Ministry of Finance, Ministry of Transport, Ministry of Agriculture, Ministry of Economics, and Ministry of
Environment and Regional development.
2
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The assessment was carried out in four stages:
1st stage
Data gathering &
Literature Review

Gathering data on existing environmental taxes in
Latvia.
Desk research on OECD recommendations on use of
environmental taxes.

2nd stage
Examination of the
situation

Compare the baseline situation in Latvia with OECD
recommendations on the use of environmental taxes.

3rd stage
Evaluation of the
effectiveness

Evaluate effectiveness of economic instruments using
OECD approach by assessing environmental and
economic effectiveness, equity impact, administrative
feasibility and efficiency, and acceptability.

4th stage
Final review

Develop recommendations on how to improve the use of
environmental faxes in Latvia.
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2 Overview of economic instruments in environmental policy
in Latvia
There are several economic policy instruments used in environmental policy in Latvia covering
different environmental domains. List of the main legislation regarding the economic
instruments applied in Latvia you can find in the Table 4.1. Following chapter will give and
overview of the current use of economic instruments in Latvia’s environmental policy.
Latvia has a wide suite of environmental taxes in place. This includes a Natural Resources Tax
which covers a number of environmental aspects – the first incarnation of the tax was
introduced in 1991 and it is regularly revised to remain up-to-date. For example, landfill tax
rates (covered by the Natural Resources Tax) increased sharply between 2010 and 2013,
particularly for construction and demolition waste. Certain other taxes have also increased
recently, including a progressive increase in the taxation rate on PM10 released into the air.
However, taxation on other air pollutants, such as NO2 have not increased in recent years.

Following recommendations from the 2013 European Semester programme, excise duty rates
on natural gas and other gaseous hydrocarbons were increased and a new road toll system was
implemented from 1st July 2014. This shows a degree of interest and willingness to shift
taxation towards environmental taxes, though rates of many taxes, including excise duties on
energy products and the landfill tax are far below those of many other EU Member States and
commentary suggests that the taxes, despite their increased rates, are still insufficient to drive
widespread behavior change and that “environmental indicators continue to pose significant
challenges” (Hogg, Andersen et al. 2015).
As in 2013, one of the country specific recommendations made as part of the 2014 European
Semester encourages Latvia to continue its efforts to shift taxation towards environmental
aspects: Recommendation 1: […] Pursue efforts to further reduce the tax burden on low‐income
earners in the context of a shift towards more growth-friendly property and environmental taxes
and by improving tax compliance and collection.

7

2.1 TOWARDS GREEN TAX REFORM
The economic crisis has severely hit Latvia and unemployment is rampant. Between 2008 and
2013, thousands of people in Latvia lost their jobs. In 2014 government debt to GDP ratio was
40%. Latvia became the 18th member of the euro area on January 1st, 2014. The government
has set the task to keep fiscal deficit less than 1% of the GDP in 2016. The governmental
priorities are defense, internal affairs, education and health.

Latvia will need to adopt additional measures to consolidate its fiscal position. Opportunities
for fiscal consolidation lie in the improved efficiency of the tax system and raising additional
revenue from environmentally related taxes while also reducing environmentally harmful tax
expenditures. This could contribute to achieve positive environmental and economic outcomes.

The National development plan contemplated environmental fiscal reform but never followed
up. The World Bank (2014) found that using revenue from environmental taxes could lead to
a more positive impact on employment than subsidizing industries. Additional revenue could
also be recycled to alleviate the impact of price increases on vulnerable people. Environmental
taxes in general are considered more growth‐friendly and less distortive than taxes on labor and
income. Accordingly, fiscal policy should focus on shifting the tax burden from desirable
economic activities (such as employment, income and investment) to activities that entail
negative environmental externalities (e.g. pollution, resource depletion and waste), following
the logic of Ecological Tax Reform (Bosquet 2000).

Governments have various options for redistribution of revenues generated through fiscal
measures. They can:


retain the revenue and add it to other government revenue streams within the general
budget to pay for additional public spending or to improve fiscal balances;



“earmark” revenue for a special (environmental) fund, separate from the rest of the
budget;



use revenue to compensate for the distributive impact of the taxation or pricing measure
– in the form of a financial transfer from government to individuals or businesses – or
to ease the costs of transition; and/or



replace (partially or wholly) existing taxes or social security contributions (OECD
2005).
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OECD in their Recommendation (OECD 1991) argue that applying temporary assistance
measures for easing transition problems is economically more desirable than granting
exemptions to the instrument. However, Latvia seems to be going different direction applying
direct and indirect subsidies (tax breaks and lower tariffs) to several sectors. Some of these
subsidies are for environmentally damaging activities, but others are to support proenvironmental behavior. There are different tax exemptions or reductions - on fuels for
agriculture and for heat generation, an 80% VAT tax deduction is applied on corporate
passenger cars, etc. Other than these exemptions, there are rebates on diesel fuel tax for
farming. These subsidies relate to historic liabilities. However, for diesel used for agriculture
purposes government from 1 July 2015 introduced the minimal tax rate of 50 EUR per 1000
liters. This reform significantly changes the current approach of tax exemption.

It is difficult to ascribe a value to those subsidies, but they have generally decreased since 2005.
These exemptions are fully compliant with flexibility allowed for in the EU ETD, though they
have more social purpose and reduce incentives for environmentally friendly behavior, e.g.
energy saving, switching to less polluting fuels. Some of these subsidies entailed environmental
and health challenges that would benefit from a more tailored approach. Reducing or phasing
out subsidies where these no longer serve their purpose, have adverse impacts on resource
allocations and the environment, or distort prices, could free up a considerable amount of
revenue. OECD (2015) is also recommending Latvia to apply time-limited cash transfers
compensating for the cost of taxation but not linked to energy consumption to preserve the
competitiveness of sectors exposed to international competition.

It should be noted that according OECD recommendation to Latvia (OECD, 2015) the Finance
ministry has been drafting the Tax strategy for next 5 years. It is planned to be adopted in
March 2016. The strategy more specifically will describe the task towards, particularly how to
change tax structure and decrease labor taxes on low income earners and increase
environmental taxes.

2.2 Description of Environmental taxes in Latvia
Latvia has a wide suite of environmental taxes in place. This includes a Natural Resources Tax,
Energy taxes, and Transport taxes. Environmental taxes in Latvia cover all the main
environmental domains:
9

•

Water Pollution - there are several taxes and tax reliefs as part of the Natural resource
tax which aims to reduce water pollution. Rates are set according to the ‘polluter pays’
principles and the principle that water management costs and any damage caused must
be covered;

•

Air Pollution - a number of taxes are used to reduce air pollution, e.g. Natural resource
tax is targeting PM10 and NO2 emissions. Latvia has developed electro-mobility
development plan to further decrease emissions from transport;

•

Waste Management – Natural Resource tax is used to improve waste management and
diminish amount of waste being landfilled as well as use environmentally damaging
products, e.g. batteries, electronics. Unfortunately tax increase isn’t significant factor
to decrease amount of waste being generated;

•

Noise – there are no specific taxes targeting noise, but some of the transportation taxes
are linked to the noise pollution as e.g. vehicle circulation tax is calculated taking into
account weight of the car;

•

Global Environmental Problems – Natural resource tax, energy taxes and transport
taxes are also aiming to reduce CO2 emissions from household, transport and industry.

2.2.1 Energy Taxes
Excise duty on energy resources in Latvia apply to mineral oils and natural gas used for both
transport and heat and power. All excise duty rates in Latvia are above the minimum set out in
the EU Energy Taxation Directive4 (EU ETD); however, almost all of Excise duty tax rates are
below the EU-28 average, putting Latvia towards the lower end of OECD Member States in
terms of energy taxation (see Table 2.1.). However, if we compare tax burden by purchasing
power, the situation is vice versa – Latvia has the higher excise tax burden than OECD average
by purchasing power (see Section 3.3.). Furthermore, the government preparing National
budget for 2016 is planning to increase the excise duty rates for fossil fuels using the current
market situation with low energy prices. Therefore, it will be additional pressure to the cost of
consumers and will make even higher energy taxation burden in Latvia than iin most of the
OECD comparing by purchasing burden. LPG used for industrial and commercial purposes is
taxed at a higher rate in Latvia than the European Union average already.

4

COUNCIL DIRECTIVE 2003/96/EC of 27 October 2003 restructuring the Community framework for the taxation of energy
products and electricity.
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Table 2.1: Standard Rates of Excise Duties on Fuels and Electricity in Latvia
Existing
Rate Applied
EU
Excise Duty
Unit
ETD
in Latvia
Average
Minimum
Transport Fuels
€ per 1000 l

€455.32

€421

€585

Unleaded Petrol &
€ per 1000 l
Petroleum with biofuel 5%
Gas Oil & Kerosene
€ per 1000 l
(Diesel)

€411.21

€359

€519

€330

€427

Leaded Petrol

€332.95

Liquid Petroleum Gas

€ per 1000 kg

€161

€125

€209

Natural Gas

€ per GJ

€2.67

€2.60

€3.03

Motor Fuels – Industry / Commercial Use
Gas Oil (Diesel)

€ per 1000 l

€21.34 - €56.91

€21

€221

Kerosene

€ per 1000 l

€21.34 - €56.91

€21

€283

Liquid Petroleum Gas

€ per 1000 kg

€161

€41

€126

Natural Gas

€ per GJ

€0.46

€0.30

€1.76

Heating – Business Use
Gas Oil (Diesel)

€ per 1000 l

€21.34 - €56.91

€21

€221

Kerosene

€ per 1000 l

€21.34 - €56.91

€0.00

€270

Heavy Fuel Oil

€ per 1000 kg

€15.65

€15

€70

Liquid Petroleum Gas

€ per 1000 kg

€0

€0.00

€82

Natural Gas

€ per GJ

€0.46

€0.15

€1.36

Coal and Coke

€ per GJ

€0.30

€0.15

€1.27

€21.34 - €56.91
€21.34 - €56.91
€15.65
€0.46
€0.30

€21
€0.00
€15
€0.00
€0.30
€0.30

€179
€279
€85
€111
€2.04
€1.77

€1.01
€1.01

€0.50
€1.00

€8.42
€14.53

Heating – Non-Business Use
Gas Oil (Diesel)
€ per 1000 l
Kerosene
€ per 1000 l
Heavy Fuel Oil
€ per 1000 kg
Liquid Petroleum Gas
€ per 1000 kg
Natural Gas
€ per GJ
Coal and Coke
€ per GJ
Electricity
Business Use
€ per MWh
Non-Business Use
€ per MWh

Sources: European Commission - Taxation and Customs Union (2015) Excise Duty Tables: Part II - Energy Products and
Electricity, July 2015,
http://ec.europa.eu/taxation_customs/resources/documents/taxation/excise_duties/energy_products/rates/excise_dutiespart_ii_energy_products_en.pdf
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Several reliefs also apply, e.g. biofuels and gas oil used for certain agricultural purposes are
exempt from excise duties. Additionally, any fuel used for the following purposes is exempt
from excise duties: aircraft, except those used for private recreation and entertainment; ships,
except those used for private recreation and entertainment; generation of energy or in CHP
plants; and chemical treatment processes.

2.2.1.1 Excise duty for mineral oils

For a long time in Latvia there is excise duty on mineral oils. The main purpose for excise duty
for mineral oils is to ensuring state budget revenues, but excise duty also helps in other policy
tasks – it helps to increase energy efficiency and local energy use, restrict inefficient use of
energy, reduce harmful effects on the environment and dependence on energy import (Ministry
of Finance 2012).

The tax has regularly increased, especially in time period from 2000 to 2004 because of the
minimum rates set by EU ETD. Taxable mineral oils are5:
1. Mineral oils which consist of hydrocarbons and are classified within the Combined
Nomenclature. They are: unleaded petroleum, leaded petroleum, gas oil (diesel),
petroleum, heavy fuel oil, liquid petroleum gases and other products;
2. Mineral oils which are sold or intended for sale, are used or are intended for dual use
or as fuel, heating fuel or the substitute product or component.
However, there are several exemption when duty is not to be paid. Mineral oils shall be exempt
from the duty, which are supplied to and used6:
1. for purposes other than fuel or heating fuel;
2. in aircraft and ships, which are not used for private recreation and entertainment;
3. for the generation of energy or in combined equipment generating electricity and heat
energy;
4. in the chemical treatment process, adding to coke which is used as heating fuel;
5. in a vehicle entering the Republic of Latvia from another Member State and the
equipment installed therein;
6. in agriculture.

5
6

On Excise Duties - Section 5, http://likumi.lv/doc.php?id=81066
On Excise Duties - Section 18, http://likumi.lv/doc.php?id=81066
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Excise duty on petroleum used in transport in Latvia is higher than a duty on diesel (see Table
2.2.). This is due to the fact that government don’t is protecting commercial transport which is
mostly using diesel fuel, but private transport environmental efficiency is mostly encouraged
by transportation taxes (see section 2.2.2.).

In Latvian retail fuel prices are among the lowest in the EU (see Fig. 2.1.). However, situation
changes if we take into account differences in income. In 2012 expenditure for 60 liters of
petrol (average consumption par day for one person) in Latvian constituted 20% of the worker's
average net salary, while the EU average was only 7.5%, and expenditure on the 60 liters of
diesel - 19.8% of the worker’s average net salary, while the EU average was only 7.1%
(Ministry of Finance 2012).

Fig. 2.1. Excise duty rates on unleaded petrol in EU, July 2015
Source: European Commission (2015)

The analysis comparing Latvia with OECD countries in 2013 shows a similar situation - in
2013 expenditure for 60 liters of gasoline constituted 10.56% of the average monthly net wage
in Latvia, while in OECD average was only 4.22% (see Fig.2.2.) In addition, excise duty for
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60 liters of gasoline in Latvia constituted 3.20% of the average monthly net wage, while the
OECD average was only 1.30% (see Annex 3).

12.00%

10.56%

10.00%
8.00%
4.22%

6.00%

4.00%
2.00%

Australia
Austria
Belgium
Canada
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Ireland
Israel
Italy
Japan
Korea
Luxembourg
Mexico
Netherlands
Norway
Poland
Portugal
Slovak Republic
Slovenia
Spain
Sweden
Switzerland
United Kingdom
United States
Latvia

0.00%

Expenditure for 60 litres gasoline, % on monthly wage

Average OECD

Fig. 2.2. Expenditures for 60 liters of gasoline, % on monthly wage (2013)
Comparing the costs of 60 liters of diesel, in 2013 consumers had to pay 10.23% of the average
monthly net wage in Latvia, compared to 4.01% in OECD (see Fig.2.3.). Also for the excise
duty on diesel in Latvia has to pay more - 2.79% of the average monthly net wage, while in the
OECD countries – 1.15% (see Annex 3).
12.00%
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10.00%
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6.00%
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4.00%
2.00%
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Austria
Belgium
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Czech Republic
Denmark
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Hungary
Ireland
Israel
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Japan
Korea
Luxembourg
Mexico
Netherlands
Norway
Poland
Portugal
Slovak Republic
Slovenia
Spain
Sweden
Switzerland
United Kingdom
United States
Latvia

0.00%

Expenditure for 60 litres diesel, % on monthly wage

Average OECD

Fig.2.3. Expenditures for 60 liters of diesel, % on monthly wage (2013)
A similar situation is also for liquid petroleum gas (LPG). In 2013 consumers for 60 liters of
petroleum gas had to pay 4.51% of the average monthly net wage in Latvia, while the OECD
countries only 1.55% (see Fig.2.4.). The excise duty on liquid petroleum gas for 60 liters in
14

Latvia is almost nine times higher than OECD averages, respectively in Latvia – 2.59%, while
in the OECD countries – 0.29% of the average monthly net wage (see Annex 3).
5.00%
4.00%
3.00%
2.00%
1.00%
0.00%

4.51%
1.55%

Expenditure for 60 litres petrolium gas, % on monthly wage

Average OECD

Fig. 2.4. Expenditures for 60 liters of LPG, % on monthly wage (2013)

Therefore if taking into account purchasing power Latvia has higher excise duty burden than
average OECD.

The price structure for petroleum in Baltic states are 42% of purchase price, 11% - mediators
profit, 30% - excise duty and 17% - value added tax. But the price structure for diesel in Baltic
states are 42% of purchase price, 16% - mediators profit, 24% excise duty and 17% - value
added tax (Ministry of Finance 2012). Because of small market in the Baltic countries the
difference in excise duty for mineral oils allows traders to earn additional income and if the
state change excise duty there won’t be any benefits for consumers.
In Latvia illegal fuel trade makes heavy losses on state budget revenues. Using several
calculation models for illegal fuel trade the loss is about 15% Therefor the government is trying
to balance fuel prices with the possibility to fight illegal trade with fuel.

2.2.1.2 Excise duty for natural gas

Excise duty on natural gas in Latvia was introduced from 1 July 2010, but it was canceled after
3 months based on the difficult economic situation in the country and economic crisis. In 1 July
of 2011 excise duty on natural gas began to apply again. The purpose of this duty is to ensuring
state budget revenues and also increase energy efficiency and use of renewable energy.
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Excise duty rate for natural gas as fuel is the minimum allowed rate in EU - 2.65 EUR per
gigajoule, but the excise duty rate for natural gas for heating is 0.45 EUR per gigajoule. This
is a little bit more than EU allowed minimums rate.
In Latvia there is only one natural gas provider JSC "Latvijas Gāze" and this provider imports
gas from Russia. The liberalization of natural gas market doesn’t work in Latvia, because
Latvia has none direct natural gas connections with another Member State of EU (Ministry of
Finance 2012).

2.2.1.3

Subsidized Electricity Tax

The Tax for subsidized electricity producers was introduced in January 2014. The tax should
be paid by companies receiving financial support for power generation from renewable energy
sources or from combined heat and power plants. Income from this tax is due to be used for a
new Electricity Customer Support Fund. This tax is aimed at compensating the growth of the
mandatory procurement component (MPC) for households and Latvian companies.

The tax have three different rates, set at 15% for gas-fired generation and at 10% for renewable
power generation; the rate applied Fossil fueled CHP with capacity (up to 4MW) and renewable
energy fueled CHP (all scales), where heat is delivered to district heating networks rate is 5%.
This tax is time-limited and applies to income earned in 2014-2017.

2.2.1.4 Electricity tax

Electricity tax was introduced in 2003 in order to promote electricity production from
renewable resources. It is levied on electricity supplied to final consumers or consumed by
suppliers. Tax exemption have both social and environmental aim. Exemptions apply to
electricity7:
1. generated from renewable energy sources, hydroelectric power plants and CHP plants;
2. which is used to produce electricity, in trade and public transport and in households;
3. which is used for other EU memberstate organizations;
4. to provide street lighting services.

7

Elextirxity Tax, Section 6 - http://likumi.lv/doc.php?id=150692
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Tax rate has not changed since January 2014 and is fixes at 1.01 EUR per MWh. Tax rate is
above EU minimum rate but still one of the lowest in the EU (see Fig. 2.5.).

Fig. 2.5. Electricity tax rates for industry, EUR per MWh.
Source: http://energia.fi/sites/default/files/et_energiav_naytto_eng_040211.pdf

2.2.2 Transport Taxes (excluding transport fuels)
In Latvia several taxies apply to different modes of transportation. In addition to tax on vehicle
registration tax, there is annual car tax, as well as special Company Car Tax was introduced in
2011. Additionally, as part of the Natural Resources Tax, there is also a flat-rate charge of €40
per vehicle at the time of registration in Latvia.
There is currently no air passenger or freight tax, but a ‘passenger departure duty’ was in place
until the end of the 2004. The revenue in 2004 (the latest year the tax was applies) was €5.40
million (equivalent to 0.024% of GDP) which was reinvested in airport infrastructure. But in
2012 airport introduced fee (7 EUR per passenger) for the security services.

The road user charge (Euro Vignette) is the payment for the use of the main roads of Latvia, in
order to facilitate the road maintenance and development, as well as to promote usage of more
environmentally friendly vehicles. A road toll system has been in place in Latvia 8 since 1st July

8

https://www.lvvignette.eu/
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2014. The charge is paid for the use of the sections of the main state roads by commercial
vehicles and their combinations having the gross vehicle weight exceeding 3500 kilograms,
and which are intended or are used for the carriage of goods by road. Rates depend on the type
and size of the vehicle used and the vehicle’s emissions rating (Euro class). Daily rates range
from €8 to €11 per vehicle, while annual rates range between €400 and €925 per vehicle.9
There are also other support mechanisms in place to support environmentally friendly
transportation in Latvia. New draft Sustainable alternative fuels strategy10 and Electro-mobility
development plan 2014 – 2016 foresee several support mechanisms, e.g. for electric cars – free
parking, use of public transport lanes.

2.2.2.1 Car Registration Tax (Car and Motorcycle Tax):

The registration tax on vehicles has been introduced in Latvia since 90ties, known until 2004
as an excise duty on vehicles. At the beginning tax rate was depending only on the age of the
vehicle – the highest excise tax rates applied to new and very old vehicles; lowest rates for 57 year-old vehicles. So the tax served both an environmental and social function taxing
pollution and the expenditure.

Since 2010 significant changes has been made in taxation of vehicles with more focus to
environmental aspects. The tax imposed on cars first registered in Latvia or abroad after 1 st
January 2009 depends on the amount of CO2 emissions (rates ranging from €0.43 and €7.11
per g CO2 per km), the tax imposed on cars first registered before 1 st January 2009 – on their
age and engine volume (rates ranging from €107 to €854) (see Table 2.2.). Exemptions apply
to several types of vehicle, including vehicles more than 25 years old, electric vehicles and
vehicles for certain uses, such as ambulances, caravans and hearse.
Table 2.2. Car Registration Tax rates in Latvia

9

Vehicle emission rate: g CO2 per km

Tax rate: EUR per g CO2

not over 120 grams

0,43

Rates and information about the Vignette are available in English: https://www.lvvignette.eu/#middle:lng=en

10 10

Based on the Directive 2014/94/EU Of The European Parliament And Of The Council of 22 October 2014 on the
deployment of alternative fuels infrastructure
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121 - 170 grams

1,42

171 - 220 grams

2,13

221 - 250 grams

3,56

251 - 300 grams

4,27

301 - 350 grams

5,69

over 350 grams

7,11

The tax on motorcycles registered prior to 1 st January 2009 is fixed at 25% of the rate for
passenger cars. Motorcycles registered after 1 st January 2009 are charged according to their
engine size (€0.14 per cc).

2.2.2.2 Motor Vehicles Tax (‘Vehicle Use/Operating Tax’)

Annual vehicle tax is paid annually on all vehicles, except tractors, trailers or semi-trailers with
a gross vehicle weight of less than 3.5 tons, trams, trolleybuses, off-road vehicles, snowmobiles
and mopeds. Exemptions apply for emergency vehicles, diplomatic or consular vehicles, and
vehicles used by people with disabilities. Deductions also apply for farmers and people with
three or more children (80% deduction on one vehicle).
Motorcycles, motorized tricycles and quad bikes registered after 1st January 2005 are charged
according to their engine capacity, with rates ranging from €17 to €68 per annum. Motorcycles,
motorized tricycles and quad bikes registered prior to 1 st January 2005 are charged a flat-rate
of €36 per annum.
All passenger cars are taxed according to their gross vehicle weight. Additionally, those
registered after 1st January 2005 are also taxed according to engine capacity and engine power,
with larger vehicles charged a higher rate. Buses and Lorries are taxed on their weight only.
These rates are outlined in Appendix A.12.0 and for passenger cars range from around €30 per
annum to upwards of €650 per annum.

19

2.2.2.3 Company Car Tax

This is a circulation tax (paid monthly), which is charged on vehicles which are used both as
company and personal vehicles and which have 9 seats or fewer. The tax has been collected
since 1st January 2011 and is based on the engine size and the car registration date. Vehicles
registered before 1st January 2005 pay €43 per month. Vehicles registered after 1st January 2005
pay between €27 and €57 per month, depending on their engine capacity. Exemptions include
emergency vehicles, taxis and certain other vehicles.

2.2.3 Natural Resource Tax
In Latvia, one all-encompassing natural resources tax has been imposed since 1991. The
purpose of this tax is to facilitate effective use of natural resources, restrict the environment
pollution, reduce use of environmentally damaging products, promote implementation of new
and improved environment-friendly technologies, as well as to support sustainable economic
development and ensure a revenues for environmental protection measures and projects. Both
basic rates and additional rates are used simultaneously for calculation of tax to be imposed on
use of natural resources over the limits.

The activities upon which the natural resources tax is imposed can be divided in the following
three groups: waste disposal, water abstraction, aggregates, air and water pollution, packaging,
harmful goods and coal, coke and lignite.

It has been discussed to tax advertisement paper under the Natural Resources Tax at a rate of
€1.28 per kg, but this was rejected by the Parliament and has not yet come into force. In addition
to the Natural Resources Tax, Latvia was considering a mandatory deposit refund system for
beverage containers, to be enforced from 1st January 2015. However, this initiative was recently
dismissed.

2.2.3.1 Waste Disposal Tax (Landfill Tax)

NRT for waste disposal (landfill tax) has been imposed since 1991, but real impact has started
from 1 July 2009, when tax rates for waste landfill was significantly increased (see table 3.3.).
At present the Natural Resource tax rates are differentiated to the following types of waste:


municipal waste;
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construction and demolition of buildings waste (include from contaminated sites
excavated soil in unprocessed form);



asbestos in the form of fibers and dust;



hazardous waste;



manufacturing waste.

Tabula 3.3. Natural Resources Tax rates for waste management (EUR per ton of waste)
Types of
waste

Rate from
1996.01.01

Rate form
2006.01.01

Rate from
2009.01.07

Rate from
2010.01.01

Rate from
2011.01.01

Rate from
2012.01.01

Rate from
2014.01.01
(EUR)

Municipal
waste

0.36 per m3

1.07 (0.36
per m3)

1.78

3.56

3.56

9.96

12.00

Construction
and
demolition of
buildings
waste

0.36 per m3

1.07 (0.36
per m3)

1.78

3.56

14.23

21.34

21.34

Asbestos in
the form of
fibers and dust

1.78 per m3

14.23

14.23

35.57

35.57

35.57

35.57

Hazardous
waste

1.78 per m3

35.57

35.57

35.57

35.57

35.57

35.57

1.78

4.27

14.23

21.34

21.34

Manufacturing
waste

From all types of municipal waste in landfills is disposed municipal waste, construction and
manufacturing waste. 40% of revenue from Natural Resource tax payments are redirected to
state budget. 60% of tax revenue are allocated to the local government budgets, which in
accordance with laws and regulations should be used for environmental protection activities.
But actually tax revenue in state budget are used for all kind of state expenditures. Therefore
the purpose for Natural Resource tax (to find funding for environmental protection activities)
aren’t met. It should be changed that Natural Resource tax revenue in state budget is used for
environmental protection program.

2.2.3.2 Water Abstraction Tax

Extraction of water is taxed depending on the type and quality of water extracted. Consumers
who use more than 10 m3 of water in any 24-hour period must pay the tax. Rates are set
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according to the ‘polluter pays’ principles and the principle that water management costs and
any damage caused must be covered.

Additionally, anyone wishing to abstract water must have a permit. The fee for issuing a water
permit was €79 in 2011. If no permit is issued, the water abstraction tax rates are ten times the
rates shown below.

The rate for surface water abstraction was increased between 2007 and 2010; rates for other
types and uses of water have remained steady since 2007. As an example, the rate for surface
water is €0.009 per m3 while high-value ground water which is sold on is charged at €1.42 per
m3.

2.2.3.3 Aggregates Tax

The extraction of natural materials is taxed on a per weight or volume basis. Rates are different
for each material. For example, soil is charged at €0.43 per m 3, sand is charged at €0.21 per
m3, while freshwater limestone is charged at €0.14 per m 3.

2.2.3.4 Air Pollution Tax

Any emission of air pollutants (including CO2) which is outside of transferred allowances is
taxed. Exemptions are granted also to companies participating in EU emission trading scheme.
A number of these rates have been increasing steadily since 2007.

CO2 from stationary technological installations (except those covered by exemptions outlined
in the Law on Pollution11): 2014 rate: €2.85 per ton; 2015 rate: €3.50 per ton; PM10 (not
containing heavy metals): 2014 rate: €51.22 per ton; 2015 rate: €75.00 per ton; carbon
monoxide: rate (not changing in 2015): €7.83 per ton; Sulphur dioxide, nitrogen oxides, VOCs
and other hydrocarbons: rate (not changing in 2015): €85.37 per ton; and heavy metals and
compounds thereof: rate (not changing in 2015): €1,138.30 per ton.

11

This includes energy generation from renewable energy and peat. [Source: IEEP (2013) Steps to Greening Country Report:
Latvia, Report for the European Commission, p.10]
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2.2.3.5 Water Pollution Tax

A tax is levied on pollution discharged into water ways. The level of the tax is set according to
how hazardous the material is and is paid per ton of material released. Example rates are:
● Non-hazardous substances: €5.50 per ton;
● suspended (non-hazardous) substances: €14 per ton;
● moderately-hazardous substances: €43 per ton;
● hazardous substances: €11,383 per ton;
● especially hazardous substances: €71,144 per ton; and
● phosphorus (total content): €270 per ton.

2.2.3.6 Packaging Tax (and tax on disposable tableware and accessories):

The sale of materials used for packaging as well as the use of disposal tableware is taxed on a
per kg basis. This also includes plastic bags.


Glass-source materials: €0.44 per kg;



plastic-source materials, except ‘bioplastic’ and oxy-degradable plastic source
materials: €1.22 per kg;



metal-source materials: €1.10 per kg;



Wood-, paper-, cardboard- and other natural fibre- and bioplastic-source materials:
€0.24 per kg;



plastic bag (weight per bag is less than 0.003 kg): €3.70 per kg; and



plastic bag (weight per bag is more than 0.003 kg): €1.14 per kg.

It should be noted, however, that the packaging tax is not widely paid, and generates a very
small amount of revenue. This is because those who would otherwise pay the tax are exempt if
they are part of an authorized compliance scheme. As such, the tax acts to push producers into
the compliance schemes. Note that the same applies in respect of WEEE and good harmful to
the environment (see below).

2.2.3.7 Tax on goods harmful to the environment:

The sale of goods harmful to the environment is taxed, either according to the weight of
material or per item. Lubricating oils: €0.17 per kg; electric batteries and galvanic sources of
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electricity: €0.74 to €17.03 per kg, depending on the type of battery; ozone depleting
substances: €2.22 per kg of ozone depletion potential; and tires: €0.33 per kg.
The use of radioactive substances (resulting in radioactive waste) is also taxed. The rate ranges
from €711 per m3 of waste for the first radionuclide group from a closed radiation source to
€14,229 per m3 of waste for the seventh radionuclide group from an ionizing radiation source.
Vehicles are also taxed under the Natural Resources Tax, in addition to being subject to
registration taxes. This is paid by the person who imports or sells the vehicles in Latvia. The
rate is €40 per vehicle.

2.2.3.8 Additional tax on the sale of coal, coke and lignite.

The rates are:


Coal, coke and lignite with known thermal input: €0.30 per GJ; and



Coal, coke and lignite without known thermal input: €8.54 per ton.



Tax on the pumping of natural gas and greenhouse gases into geological structures:



The tax depends on the particular gas pumped: natural gas: €0.0143 per m 3; methane:
€0.0143 per m3; carbon dioxide: €0.07 per m3; other greenhouse gases: €0.14 per m3.
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3 Assessment of the environmental taxes in Latvia

3.1 Environmental effectiveness
For environmental effectiveness, taxes or charges should be targeted as closely as possible to
the pollutant or polluting/resource consuming behavior. The closer the link between the target
and the damage, the better the policy will likely perform in terms of environmental outcomes
(OECD 2013). However, the transaction costs of administering and monitoring such taxes can
be high, particularly where the source of pollution is dispersed. An alternative is to tax
observable market transactions that are related to pollution, such as the sale of fertilizer and
pesticides. Administratively, such taxes may be much cheaper, but they are less directly
targeted and they may prompt unintended or inefficient responses from polluters (Sandmo
1975).

Tax rates should be set high enough to motivate behavioral change in households and/or
companies to ensure environmental improvements. In theory the optimal level is where the perunit tax is equal to the marginal social and environmental damage. However, in practice this is
not always the case and tax rates in Latvia, but not only, are set as the result of the political
compromise and not the economic modelling and have tended to be lower than marginal social
and environmental damage. When establishing fiscal measures it is important to consider the
full scope of environmental damages and account for variations in environmental risk.

The impact on environment of a given level of pollution or natural resource use will also depend
on the ecological sensitivity of the receiving environment. Where feasible, fiscal instruments
should also account for these spatial variations.

One of the reallocation options governments have is to channel fiscal revenues to
environmental projects, referred to as earmarking. Ex-ante and ex-post cost-benefit analyses
and the use of indicators can help increase the effectiveness of these payments (Clinch, Dunne
et al. 2006; Ring 2008). Question of reallocation of tax revenue has been on the political agenda
for several years. Previously income from the excise duty on fuels and revenue from Natural
resource taxes as well as other taxes had their own special budgets12 where these revenues were
12

According to the Law on Budget and Financial Management (approved on 24.03.1994.) Special budgets are part of the
budget, which consists of earmarked revenue, revenue from paid services, transfers, foreign financial assistance, donations
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used for earmarked purposes: e.g. road construction and renovation and environmental
protection and education projects. Hoverer, from 2004 special budgets were eliminated and all
the tax revenues now go into central budget (some tax revenues are divided between
government and local municipalities).

Latvia uses number of indirect subsidies to encourage environmentally sound solutions and
decisions of societal groups and businesses. For example exemption from excise duty on
biofuel to stimulate use of alternative fuel; differentiated tax rates for leaded and unleaded
petrol; electricity produced from solar, wind or other renewable energy recourses are exempt
from electricity tax to stimulate production and use of alternative energy.

Moreover, the part of tax rate of car registration tax is based on CO 2 emissions and motor
volume and car circulation tax is based on the gross vehicle weight, engine capacity and power,
with larger vehicles charged a higher rate. Despite of this European Environmental Agency
(2014) has found that new passenger cars in Latvia have the highest mass and per km CO 2
emissions in the EU. However, carbon intensity of new commercial vehicles is very close to
EU average.

Similar situation is with other taxes. Overall assessment shows little evidence that existing
environmental taxes provide enough incentive to ensure environmental improvements. Also
data on environmental pollution and waste flows do not really support correlation between tax
rates and pollution. Expert survey also reveals that excise duty, transportation taxes and
electricity tax in Latvia have littles environmental effect, but good example of environmental
efficiency according to the experts is Natural resource tax.

Research looking at changes in NRT rate on waste landfill show a positive trend - the amount
of waste landfill has been decreasing as the result of increase in NRT rate (Pic. 3.1.). At the
same time it should be noted that this period coincides with the overall reduction in economic
activity and reduction in the numbers of consumers because of demographic situation
(emigration, etc.), so in practice it is difficult to determine which factor is driving decline in
waste landfilled. Regression analysis showed that tax explain 50% of volume changes in waste

and gifts in cash or in kind, as well as expenses that are expected to be covered from these revenues or borrowing from the
state budget.
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landfilled, but other factors are economic growth, population changes (including migration,
which is linked to economic situation) etc. (Brizga and Jurušs 2013).

Pic. 3.1. Changes of waste landfill and landfill tax rate from 2002 to 2014.

A similar analysis was carried out with regard to construction and hazardous waste. The
analysis shows that other factors are more important than Natural Resource tax (tax rate for
hazardous waste hasn’t changed in recent years). Construction waste volume closely related
(correlated) with the economic situation and development of construction. An increase in
turnover of construction in 2009 made an increase of construction waste, but during the crisis
it dropped considerably. The most important factors for hazardous waste are recycling options
and economic situation. National Resource tax rate for hazardous waste in landfills hasn’t
changed since 2006.

Analysis of transport tax impact to reduction of environmental pollution show small but
positive effect, although the major river is economic situation in Latvia and the number of
vehicles registered. The dynamics of numbers of registered cars have shown tight correlation
with pollution tendencies in the transport sector (see Fig. 3.2.).
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Fig. 3.2. Registration of cars and CO2 changes in transport sector in Latvia
Therefore to ensure policy environmental effectiveness it’s important to use economic
instruments in combination with other policy tools. This is also the case in Latvia where in
transport sector excise duty on fuel is combined with vehicle registration and circulation taxes
as well as other policy tools combine environmental, social and economic aims. Also Natural
resource tax is combined with other policy tools, like voluntary waste management schemes,
investment programs, CO2 emission quotas and administrative tools. This stimulates better
policy coherence and integration, in the long term leading to the better environmental
effectiveness.

3.2 Fiscal effectiveness
Fiscal effectiveness refers to how well environmental taxes mobilize additional revenue,
minimize distortions in tax systems (e.g. income or labor taxes), and reduces drains on public
finance (e.g. subsidy removal) (OECD 2005). However, it should be noted that revenue is not
a good indicator of the environmental effectiveness of a tax.

Falling revenue normally indicate that businesses are finding more efficient abatement
methods. The balance between the revenue-raising and environmental benefits of
environmental taxes will depend on how the reforms are designed. While there are
opportunities to further both objectives, sometimes a trade-off will be necessary. For example,
a pollution tax may be set too low to induce change in environmentally damaging production
techniques but it may be successful in raising revenue. Conversely, a tax on a relatively
unessential or easily substituted but highly damaging input may lead to its complete phase out,
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yielding considerable environmental results but minimal revenue (OECD 2005). This
relationship between fiscal and environmental effectiveness is also dependent on the
responsiveness of demand to price and tax increases (i.e. price and tax elasticities).

Most of the revenue from environmentally related taxes in OECD and also in Latvia comes
from taxes on energy (e.g. fuel) and transport (e.g. motor vehicle purchase and annual use
taxes), but taxes on pollution and natural resources (i.e. natural resource tax) constitute a
relatively small fraction in total revenue. According to the data from State revenue service, the
total revenue from environmental taxes in Latvia in 2014 was equal to EUR 525 million (59%
more than in 2005). This amount is equal to 2.2% of GDP and to 8.6% of the total revenues
derived from total taxes and social contributions. At the same time the tax burden from labor
remain relatively high in Latvia - about 15% of the GDP (Fig. 3.3.). The ratio of total tax
revenue to GDP has been growing but still remains below the OECD average: in 2014 it was
29.44%, while the OECD average was 34.1%.

18
16

14

% of GDP

12
10
8
6
4
2
0
2005

2006

2007

2008

2009

2010

Environmental taxes total

2011

2012

2013

2014

Labour taxes

Fig. 3.3. Tax burden on environmental taxes and labor

Due to the broadening of the environmental tax base and introducing new taxes (e.g. transport
tax; tax on coal and excise tax on natural gas) share of energy taxes in environmental tax
revenues in Latvia has been decreasing since 2005. Nevertheless energy taxes account for most
of the environmental tax revenue: 73% in OECD and 76% (400 million EUR or 1.67% of GDP)
in Latvia (see Fig. 3.4.). Over the last 10 years these revenues have increased by 30%. Most of
these revenues are from excise duty on fuels - in 2014 it was 53% of total energy tax revenues
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and 6.7% of general government tax revenue (Ministry of Finance 2012). The excise duty rates
on fuels in Latvia are some of the lowest in EU, but exceed the minimum rates set by the EU
ETD. Diesel accounts for the majority for energy use in the transport sector but is taxed at a
lower rate than petrol mostly to protect commercial and public transport. This has led to the
increasing share of diesel passenger vehicles in Latvia rising from 15% in 2007 to 40% in 2014
(CSDD, 2014). This could accelerate air pollution problems, like increasing PM10 pollution in
urban areas which already is a problem in some of the towns.

Other energy taxes are relatively marginal. Revenue from excise duty on natural gas contributes
only 1% of total revenues from energy taxes. Revenue from subsidized electricity tax in 2014
was 25 million EUR, which was 76% of what was budgeted for. Revenues from electricity tax
in 2014 was 1.7 million EUR (0.33% of all the revenues from environmental taxes) or 0.01%
of GDP.
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Fig. 3.4. Environmental taxes, thousand EUR
Second biggest revenue source is annual car tax which contribute €73.5 million (0.31% of
GDP) or 14% of total environmental tax revenue, but the revenue from vehicle registration tax
in 2014 was €11.2 million (0.05% of GDP), but revenue from company car tax was €19.2
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million (0.08% of GDP). Revenues from transportation taxes are fluctuating according to the
economic situation in the country which has as impact on the number of cars registered.

Income from other environmental taxes is relatively marginal. Taxes on pollution and resources
(i.e. Natural Resource tax) constitute a relatively small fraction in total revenue, only 20 million
EUR (equivalent to 0.08% of GDP) in 2014 which is 3.8% of total environmental tax revenue.
Unfortunately current NRT accounting system does not allow for separate accounting for
different sections of Natural Resource tax revenue.

As in other OECD countries, there is room to adjust the rates and the structure of environmental
taxes to better reflect environmental externalities, including those related to climate change, air
pollution and waste. Carbon prices implied by excise duties on transport fuels are well above
those on fuels used in other economic sectors. The higher prices could be justified by the use
of taxes on road fuels to internalize social costs specific to road transport, such as accidents,
noise, congestion and local pollution, in addition to GHG emissions and road infrastructure
costs (OECD, 2013b). Accounting for these externalities results in lower carbon prices implied
by taxes on automotive fuels.

3.3 Equity
In most cases environmental taxes will entail losses for some stakeholder groups (e.g. poor and
vulnerable groups; the private sector; the government; civil society groups; political leaders;
and the media). Identifying winners and losers is a critical part of policy design, notably to
build in well-targeted compensatory measures. This is one important way of putting in place
social safeguards. Reforms produce different effects in the short, medium and long terms and
perceived “winners and losers” will accordingly change over time. The likely winners and
losers from reform can be identified by reference to the “transmission channels” of reform and
their implications on different groups (OECD 2005).

Low-income households may be particularly vulnerable to environmental taxes as some
analysis suggests they tend to spend a larger proportion of their budget than other income
groups on goods and services such as water and energy. Policy makers should consider the
price elasticity of the affected goods and service, as taxes may be more regressive when demand
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is inelastic. At the same time increased cost recovery on publicly provided services can provide
room for reduction of taxes and/or free up government resources for other spending.

Some of the approaches for dealing with distributive issues include setting a tax-free threshold
for essential use, or introducing a tax progressively (higher taxation on greater consumption).
It is usually preferable to address distributional impacts outside the environmental tax. OECD
(2015) and Council of European Council (2013) recommends that Latvia take action to reduce
taxation of low-income earners by shifting taxation from labor to areas such as excise duties,
property and environmental taxes. Latvia is slow in ensuring this tax shift – differentiated
income tax has been discussed for several years but little progress achieved; but government is
slowly increasing non-taxable minimum (85 EUR from 2016) and minimum wage 13 (370 EUR
from 2016).

Compensatory measures such as lump sum payments, calculated on the basis of average tax
payments per households, or tax shifting – the reduction of other taxes (e.g. VAT) – can also
be used. However, it should be noted that attempting to address both environmental issues and
distributional concerns risks undermining the ability of the tax to do either and can lead to
administrative complexity (Ash 2010).

Transfers of tax revenues as payments for environmental improvement offer a wide range of
options to take account of pressures on environment, while considering distributive equity and
empowering local communities with the financial resources needed to address environmental
challenges. For example, as regard to the excise duty on natural gas government has promised
to provide social support mechanism to poor households (by means of apartment benefits), to
limit the potential increase in tariffs following the full liberalization of the household electricity
market in 2014. There are several other examples regarding social aspects of environmental
taxes in Latvia. There is 30% reduction of car registration tax for families with 3 on more
children, total exemption for disable persons. As the excise duty impacts cost of public
transport as well as supply of food and other basic necessities, government is trying to keep the
tax rates low. Therefore, there have not been the significant changes in tax rates during the
latest period as the economic grow has been slow. However, taking into account falling global
oil prices government is now discussing possibilities to increase excise duty on transport duels.
13

Latvia is introducing differentiated non-taxable minimum income and the so-called solidarity tax on large salaries
exceeding 4,000 euros monthly starting from 2016.
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3.4 Administrative feasibility and efficiency
Environmental taxes cannot be successfully applied without effective legal, regulatory and
administrative framework (OECD 2013). This requires long-term commitment from
governments to design, build support for, implement as well as evaluate and redesign tax
system that is capable of levying, collecting and redistributing revenues and of transparent,
competent and accountable public financial management. Weaknesses in this field hamper
investment, economic growth and sustainable development (Cottrell 2008).

Environmental taxes can provide a relatively simple way of raising revenue while incurring
low administrative costs. Furthermore, additional revenues can help cover administrative costs
(OECD 2005). Nevertheless, when designing an instrument, trade-offs may have to be made
between environmental effectiveness and administrative feasibility (see section on
environmental effectiveness).

Effective environmental tax management require ability to accurately monitor, at reasonable
cost, the environmentally sensitive activities being targeted (Markandya 2005). Currently tax
management in Latvia is primary responsibility of Ministry of Finance, but other sectoral
ministries involved are Ministry of Economics (energy), Ministry of Transport (transport),
Ministry of Environment and Regional Development (environmental resources and pollution).

Most of these ministries (except ministry of Environment) lack environmental capacity and
environmental policy integration in Latvia is very weak (Lagzdiņa 2010). Improving this
capacity would help to enhance transparency which can in turn foster greater public support
for environmental taxes.

One of the main principle used by Ministry of Finance when designing environment taxes is
ease of its administration – collection and monitoring. Many taxes in Latvia, such as those on
energy have multiple exemptions and rebates, including rebates that may be costly to
administer; other taxes can be open to abuse through evasion, e.g. when car registration tax
was set higher than in the neighboring countries people started registering their vehicles in
Estonia and Lithuania.
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According to the data of the State Revenue Service, generally, the total tax collection is
relatively efficient in Latvia. There is no specific data available on the costs of collection of
environmental taxes. However, State revenue service calculates Key Performance Index of tax
collection – the costs of one collected euro, which in 2014 in Latvia was 0.0216 euro 14 and it
has decreased during last years (see Fig. 3.5.). At the same time there are some taxes, e.g., the
excise duty, that have high administrative feasibility as collection cost are very low for this tax
comparing to VAT or corporate income tax.

Fig. 3.5. The costs of one collected EUR of the state revenues (EUR).

Analysis shows, that administrative costs in Latvia are similar to average costs in other OECD
countries (see Fig. 3.6.), therefore can be concluded that collection is relatively efficient in
Latvia.

14

State revenue service: Annual report (2014) https://www.vid.gov.lv/default.aspx?tabid=4&id=8&hl=1
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and OECD

3.5 Political feasibility
Environmental taxes gives rise to redistributive effects and therefore to political opposition
(Felder and Schleiniger 2002). Sometimes, relatively small and unrepresentative but wellorganized interest groups can exert disproportionate influence over policy and can undermine
necessary reform.

The political feasibility depends largely on its distributive effects. The reallocation of fiscal
revenues is therefore an important consideration, e.g., 60% of the Natural Resource tax
revenues in Latvia are redistributed to local municipalities who can use these funds for
environmental protection purposes. Excise duty on fuel is accepted by society as part of the
revenue are reinvested in road infrastructure renovation.

The political feasibility of environmental taxes is very context dependent. Factors that should
be taken into consideration among others include characteristics of the problem to be addressed
(e.g. visibility and immediacy of biodiversity impacts); socio-political factors and public
perceptions of the problem; and factors linked to circumstance, e.g. energy taxes are easier to
increase when energy prices are low (Cox 2007). Politicians in Latvia when deciding on the
taxes and their rates rarely consider environmental consideration but mostly follow the fiscal
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aims of the taxes and social-economic arguments trying to balance outside pressure (arising
from the European Union environmental policy and acts), interests of domestic social partners
(business and trade unions).

A high level of transparency is necessary for building support for reform and challenging those
who are opposed to it. This is particularly effective when there is good information on the
magnitude of subsidies, as well as their negative environmental, economic and social impacts
(OECD 2011). Scheduling and announcing future changes in taxes provides stakeholders with
an opportunity to prepare and adapt, and provides opportunities for consultation with affected
stakeholders (OECD 2005). Latvia has been struggling with long term fiscal planning for long
time. To improve this from 2008 Latvia introduces mid-term budget planning and currently
Ministry of Finances with wide involvement of other sectoral ministries is working on the draft
National Tax Strategy for next 5 years planned to be adopted by the government in March
2016. It will bring in more clarity in the mid-term tax policy and also highlight necessity for
the ecological tax reform.
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4 Conclusions and recommendations
The main findings deriving from the assessment of environmental taxes in Latvia are:
1.

Latvia has a wide suite of environmental taxes in place. This includes a Natural Resources

Tax, Energy taxes, and Transport taxes. Most of environmental taxes have increased recently,
including a progressive increase in the taxation rate on PM10 released into the air. However,
taxation on other air pollutants, such as NO2 have not increased in recent years.
2.

Environmental tax policy in Latvia inhabits important trade-offs between tax

administration, equity, environmental and fiscal effectiveness, e.g. increasing energy taxes
would lead to improvements in energy intensity but in short term could influence national
competitiveness; increasing car registration tax may lead to higher revenues or car registration
in neighboring countries.
3.

Data analyses show little evidence that existing environmental taxes lead to the significant

reduction in environmental pollution and waste flows. Other factors like economic growth has
been more important drivers of resource use and pollution. Low environmental effectiveness
could be due to social-economic situation in the country and limited policy integration in some
of the sectors.
4.

Most of the revenue from environmentally related taxes in Latvia comes from taxes on

energy (e.g. fuel) and transport (e.g. motor vehicle purchase and annual use taxes). Latvia has
higher excise tax burden than OECD average comparing by purchasing power.
5.

Taxes on pollution and resources (i.e. natural resource tax) constitute a relatively small

fraction in total revenues. Increasing environmental tax revenue demonstrate low tax
elasticities as businesses are not finding more efficient abatement methods.
6.

Most of the environmental taxes in Latvia applies direct and indirect subsidies - tax breaks

and lower tariffs. Many of them are socially driven, e.g. lower excise duty for fuels used in
heat and power sector, but others have economic angle e.g. lower excise duty on fuels for
agriculture.
7.

Environmental tax rates in Latvia are the result of political compromise and are not backed

by the research on environmental costs of particular activity (environmental externalities).
8.

In several cases combination of taxes and voluntary instruments are used to tackle

particular environmental problem, e.g. in the case of waste management in Latvia, where tax
exemptions are offered in exchange for involvement in waste management systems.
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Recommendations
1. To develop long term fiscal policy strategy including the plan to increase the share of
environmental taxes in proportion of the overall tax revenue – i.e. by shifting taxes away from
labor to polluting activities.
2. To gradually reduce environmental tax exemptions and cut market-distorting and
environmentally harmful subsidies, and provide adequate social support system for low income
earners.
3. However, government should keep the right balance among environmental, social and
economic aspects. It should be take into account that Latvia has tax higher tax (e.g. excise duty)
burden than OECD average comparing by purchasing power.
4. However, in long term Latvia should adjust structure of environmental taxation to better
reflect environmental externalities, including those related to climate change and air pollution.
The use of environmental taxes can be expanded in 2 main ways:


Increasing existing tax rates to better reflect environmental externalities, e.g. NRT on

NO2, parking fees in Riga city;


Developing new tax bases, increasingly based on input materials as well as on

emissions, and extended to new or expanded tax bases such as air and maritime transport,
advertisement.
5. To evaluate the necessity to renew special state budgets for environmental tax revenues
and ensure that revenues recycled to:


tax payers, e.g. for environmental measures, via rebates or investment

incentives, provision of information and training;


related sectors (e.g. some revenues of a waste tax going to the waste sector);



reduce other taxes such as taxes on labor.

6. More science based decision making when planning for environmental taxes should be
used and supported by academic and scientific research on the changes in the household and
company behavior as response to the fiscal incentives (tax and subsidies).
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Annex 1. Examples of OECD Environmental Performance
Reviews of other countries
Description

Key environmental trends relevant for
environmental taxes

Poland
201515

Compare economic performance in Poland and the OECD (the
economy, public finance, the population); transition to a low carbon, energy - and resource - efficient economy: greenhouse gas
energy (GHG emission), energy intensity, energy mix (energy
structure and intensity, energy from renewable sources), transport
(transport trends); resource efficiency: material productivity
(resource productivity), waste generation and recovery (waste
management); managing the natural asset base: biodiversity and
ecosystems, protected areas (population of protected forest
mammals and forest birds), (nature reserves and national parks),
(threatened species of flora and fauna), water resources (freshwater
resources and abstraction); improving the environmental quality of
life: environment and wellbeing, air emissions and air quality (air
pollutant emissions), (population exposure to air pollution), water
supplies and sanitation, health impacts, exposure to chemicals
(population connected to wastewater treatment facilities).

Policymaking
environme
nt

Country

Scope of
assessment

Environmental policy and regulatory framework, institutional and
co - ordination framework, environmental policy and performance
evaluation mechanisms, environmental permitting, endorsement
and compliance assurance, promoting environmental democracy.

15

OECD (2015), OECD Environmental Performance Reviews: Poland 2015, OECD Publishing, Paris. DOI:
http://dx.doi.org/10.1787/9789264227385-en
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Towards green growth
Progress towards selected environmental
objectives
Key environmental trends

Spain
201516

Greening the tax system (environmentally related tax revenue, road
fuel prices and taxes), removing environmentally perverse
incentives, investing in environment to promote green growth
(expenditure on environmental protection, investment on
environmental protection and water resource management, EU
structural and cohesion funds, operational programme
infrastructure and environment, financing investments in
environment protection and water resource management, the
national fund for environmental protection and water
management), promoting environmental technology and ecoinnovation (patents in environment - and climate - related
technologies), promoting environment - related markets and
employment.
Forestry and biodiversity: integrating forestry and biodiversity,
legal and policy framework (key forest policy objectives),
institutional arrangement , (financial results of state forests), policy
instruments (budget allocating to nature protection),
Waste and materials management: objectives, policies and
institutions, trends in material consumption and waste generation
(resource productivity, waste generation, hazardous waste
generation), performance of extended producer responsibility
programmes, performance in managing industrial, hazardous and
constructive waste, (land under minding activities, sludge
generation by urban and industrial wastewater treatment plants),
strengthening policy instruments for waste management (imports
and exports of hazardous waste).
Economic growth in Spain and other OECD member countries (the
economy, public finance, the population); transition to a low carbon, energy - and resource - efficient economy: greenhouse gas
energy (GHG emission), energy intensity, energy mix (energy
structure and intensity, energy from renewable sources), transport
(transport trends); resource efficiency: (resource productivity),
(waste management), (trends in agricultural input); managing the
natural asset base: biodiversity and ecosystems (natural assets
base), protected areas (species of flora and fauna, water resources
and abstraction, water quality); improving the environmental
quality of life: environment and wellbeing, air emissions and air
quality (air emission), water supplies and sanitation (urban
exposure to air pollution), health impacts (wastewater treatment).

16

OECD (2015), OECD Environmental Performance Reviews: Spain 2015, OECD Publishing.
http://dx.doi.org/10.1787/9789264226883-en
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Policymaking
environme
nt
Towards green
growth

The economy and environment, greening the tax system,
(environmentally related taxes, taxation of energy, road fuel prices
and taxes, allocated allowances and emissions), environmental
expenditure and investment, (environmental protection
expenditure), green employment, eco-innovation, (public R&D
spending on energy and environment, environmentally related
patents), environment, trade and development.

Iceland
2014

Key environmental trends

Progress towards selected environmental objectives

Environmental policy and regulatory framework, key environment
- related strategies and regulations, institutional and co - ordination
framework, environmental policy and performance evaluation
mechanisms, promoting environmental democracy.

The conservation and sustainable use of the marine and terrestrial
environment: status, trends and pressures in conservation and
sustainable use of biodiversity, species and ecosystems,
(conservation status of species, trends in bird population), policy
and institutional framework, information systems, protected areas
and wildlife conservation, financing biodiversity, integrating
biodiversity into economic sectors (trends in organic farming area).
Environmental performance of the industrial sector: economic and
environmental trends, (structure and recent evolution of the
industrial sector, weight of the industrial sector in the Spanish
economy, air emissions from the industrial sector, waste
generation by industry, energy and CO2 intensities in the
manufacturing industry), policy and institutional framework,
(OECD environmental policy stringency indicator, OECD
indicator on burdens to the economy), selected policies for
strengthening environmental performance of enterprises,
(environmental self-monitoring, environmental protection
expenditures).
Economic performance (economic performance in Nordic
countries), transition to a low - carbon, energy - and resource efficient economy (greenhouse gas emission, energy from
renewable sources, domestic material consumption and material
productivity, generation and management of municipal waste,
gross nutrient balances and agricultural production), managing the
natural asset base (land use and natural protected areas, fish
production), improving the environmental quality of life, (air
pollutant emissions, air quality, population connected to
wastewater treatment).
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Policy-making
environment
Towards green growth

Greening the tax system, (revenue from environmentally related
taxes, taxation of energy), extending the use of other market-based
incentives for environmental policy, (costs and revenues of the
recycling funds), removing environmentally harmful subsidies
(agricultural support), the environmental goods and services sector,
(public expenditure for environmental protection), eco-innovation,
(public R&D spending), environment, trade and development
(official development assistance for environment, water and
renewable).

Progress towards selected
environmental objectives

Key environmental and sustainable development initiatives,
institutional and co - ordination framework for environmental
management, environmental policy and performance evaluation
mechanisms (the environmental impact assessment process),
environmental permitting, enforcement and compliance assurance,
prompting environmental democracy.

Energy and environment: key energy trends (energy supply by
source, electricity generation by source, use of geothermal energy),
environmental impact of the energy sector (impact on energy
intensity and electricity consumption, greenhouse gas emissions),
the energy market and prices, institutional and policy framework
for integrating energy and environment, planning and permitting
for renewable energy infrastructure, improving efficiency of final
energy use (road fuels consumption and private car ownership).
Tourism and environment: key tourism trends, role of
environmental assets in tourism development, key issues in
interaction between environment and tourism, environmental and
tourism policies and institutions, selected policy responses.
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Annex 2. Summary of Recommendation of the council on the
use of environmental taxes in environmental policy17
Evaluating data on OECD countries, it’s necessary to use “Review of the Implementation of
the OECD Environmental Strategy for the First Decade of 21st Century”. Each country’s
results are compared with OECD countries average values.

1. Recommendation to OECD countries:
a. Make a greater and more consistent use of economic instruments;
b. Work towards improving the allocation and efficient use of natural and
environmental resources;
c. Make effort to reach further agreement at international level on the use of
environmental policy instruments;
d. Develop better modelling, forecasting and monitoring techniques to provide
information on environmental consequences of alternative policy actions and
their economic effects;
e. Integrate environmental and economic decision-making in sectoral policies in
order to avoid adverse effects on environmental resources.
2. Recommends that, when using economic instruments, OECD countries take into
account the Guidelines and considerations:
a. Criteria for choice of Instruments:
i.

designed to achieve environmental goals;

ii.

be made against five sets of criteria: environmental effectiveness,
economic efficiency, equity, administrative feasibility and cost,
acceptability;

b. Guidelines for implementing economic instruments - when considering the
adoption of economic instruments, it is important to assess the cost and
benefits of all policy alternatives. Criteria:
i.

the framework and objectives of the economic instrument are clear;

ii.

the field of operation are clearly defined;

iii.

simplicity and clarity;

17

Recommendation of the Council on the Use of Economic Instruments in Environmental Policy, OECD Publishing.
http://acts.oecd.org/Instruments/ShowInstrumentView.aspx?InstrumentID=41&Lang=en&Book=False
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iv.

acceptability (adequate information, consultations, preceded by an
appropriate anticipation period);

v.

designed to facilitate the integration of environmental policy with other
policies;

vi.

the cost effectiveness of implementation and enforcement mechanisms
are carefully assessed;

vii.

comply with existing general agreements and principles of
environmental policy both at the national and at the international level;

viii.

in line with existing political, administrative, judicial and fiscal
structures;

c.

Fields of possible application of economic instruments:
i.

water pollution;

ii.

air pollution;

iii.

waste management;

iv.

noise;

v.

global environmental problems.

d. Economic instruments are used to reduce environmental problems in
international and global level.
3. Instructs the Environment Committee and other relevant bodies of the organisation:
a. To support OECD countries' efforts in applying economic instruments;
b. To review the actions taken by OECD countries.
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Annex 3: Average annual wages ($), price of 1 liter gasoline
and excise duty, and expenditure for 60 liters gasoline (%)
in OECD countries and Latvia (2013)

Country
Australia
Austria
Belgium
Canada
Czech
Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Ireland
Israel
Italy
Japan
Korea
Luxembourg
Mexico
Netherlands
Norway
Poland
Portugal
Slovak
Republic
Slovenia
Spain
Sweden
Switzerland
United
Kingdom
United
States
Latvia
Average
OECD

Average
yearly wage,
USD
51 374
45 660
48 102
47 794

Price of 1
liter
gasoline
1.53
1.79
2.22
1.34

Excise duty
on gasoline
0.37
0.65
0.82
0.33

Expenditure
for 60 liters
gasoline, %
on monthly
wage
2.15%
2.83%
3.32%
2.02%

20 660
48 761
19 453
40 736
40 530
43 326
26 145
21 033
52 602
29 361
34 476
36 481
36 698
60 214
12 952
51 357
51 446
23 571
24 503

1.83
2.32
1.70
2.13
1.98
2.07
2.17
1.86
2.10
2.10
2.28
1.63
2.01
1.72
0.98
2.24
2.50
1.71
2.04

0.66
0.78
0.56
0.86
0.81
0.87
0.89
0.55
0.78
1.11
0.97
0.57
0.71
0.61
0.00
1.00
0.97
0.53
0.78

6.39%
3.43%
6.28%
3.76%
3.52%
3.43%
5.96%
6.37%
2.88%
5.15%
4.77%
3.22%
3.94%
2.05%
5.43%
3.14%
3.50%
5.21%
5.99%

2.29%
1.16%
2.08%
1.53%
1.45%
1.45%
2.45%
1.89%
1.07%
2.72%
2.02%
1.13%
1.40%
0.73%
0.00%
1.40%
1.35%
1.61%
2.28%

21 124
33 269
36 174
40 447
56 461

1.95
1.91
1.86
2.17
1.86

0.68
0.73
0.62
0.82
0.79

6.64%
4.14%
3.69%
3.86%
2.38%

2.33%
1.59%
1.23%
1.47%
1.00%

41 494

2.04

0.91

3.54%

1.57%

56 811
12 689

0.92
1.86

0.14
0.56

1.16%
10.56%

0.17%
3.20%

38 434

1.90

0.70

4.22%

1.30%
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Expenditures for
excise duty on 60
liters gasoline, %
on monthly wage
0.52%
1.03%
1.22%
0.49%

Average annual wages ($), price of 1 liter diesel and excise duty, and expenditure for 60
liters diesel (%) in OECD countries and Latvia (2013)

Country

Australia
Austria
Belgium
Canada
Czech
Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Ireland
Israel
Italy
Japan
Korea
Luxembourg
Mexico
Netherlands
Norway
Poland
Portugal
Slovak
Republic
Slovenia
Spain
Sweden
Switzerland
United
Kingdom
United
States
Latvia
Average
OECD

Average
yearly
wage, USD

Price of 1
liter diesel

Excise
duty on
diesel

Expenditure
for 60 liters
diesel, % on
monthly wage

Expenditures for
excise duty on 60
liters diesel, % on
monthly wage

51 374
45 660
48 102
47 794

1.53
1.78
1.94
1.28

0.37
0.54
0.57
0.25

2.14%
2.81%
2.90%
1.92%

0.52%
0.86%
0.85%
0.37%

20 660

1.85

0.56

6.45%

1.95%

48 761
19 453
40 736
40 530
43 326
26 145
21 033
52 602
29 361
34 476
36 481
36 698
60 214
12 952
51 357
51 446
23 571
24 503

1.99
1.75
1.99
1.76
1.88
1.81
1.89
2.00
2.08
2.19
1.42
1.55
1.60
0.96
1.85
2.27
1.72
1.82

0.54
0.52
0.62
0.58
0.62
0.44
0.51
0.64
0.80
0.82
0.35
0.48
0.44
0.00
0.58
0.74
0.46
0.49

2.94%
6.49%
3.51%
3.13%
3.12%
4.98%
6.46%
2.73%
5.10%
4.58%
2.79%
3.05%
1.91%
5.32%
2.59%
3.18%
5.26%
5.35%

0.79%
1.93%
1.10%
1.04%
1.04%
1.21%
1.74%
0.87%
1.96%
1.71%
0.70%
0.95%
0.53%
0.00%
0.82%
1.04%
1.41%
1.44%

21 124

1.84

0.49

6.26%

1.67%

33 269
36 174
40 447
56 461

1.82
1.79
2.25
2.00

0.59
0.49
0.71
0.82

3.94%
3.57%
4.00%
2.56%

1.27%
0.98%
1.26%
1.05%

41 494

2.16

0.91

3.75%

1.57%

56 811

1.02

0.14

1.30%

0.18%

12 689

1.80

0.46

10.23%

2.79%

37 603

1.79

0.53

4.01%

1.15%
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Average annual wages ($), price of 1 liter LPG and excise duty, and expenditure for 60
liters LPG (%) in OECD countries and Latvia (2013)
Expenditures
Expenditure for excise
for 60 liters duty on 60
liters liquid
liquid
petroleum
Price of 1
Excise duty petroleum
gas, % on
Average
liter liquid
on
gas, % on
monthly
yearly wage, petroleum
petroleum
monthly
wage
Country
USD
gas
gas
wage
Australia
51 374.00
0.63
0.07
0.89%
0.10%
Austria
45 660.00
0.71
0.18
1.12%
0.28%
Belgium
48 102.00
0.76
0.00
1.14%
0.00%
Czech
Republic
20 660.00
0.62
0.11
2.15%
0.38%
Denmark
48 761.00
1.22
0.34
1.81%
0.51%
Estonia
19 453.00
0.71
0.09
2.63%
0.34%
France
40 530.00
0.88
0.08
1.55%
0.14%
Germany
43 326.00
0.67
0.12
1.12%
0.20%
Greece
26 145.00
0.62
0.22
1.70%
0.61%
Hungary
21 033.00
0.83
0.22
2.83%
0.75%
Ireland
52 602.00
0.72
0.13
0.99%
0.18%
Italy
34 476.00
0.68
0.20
1.42%
0.41%
Japan
36 481.00
0.93
0.10
1.84%
0.20%
Korea
36 698.00
0.68
0.20
1.34%
0.40%
Luxembourg 60 214.00
0.72
0.07
0.86%
0.09%
Netherlands 51 357.00
0.67
0.13
0.94%
0.19%
Norway
51 446.00
0.86
0.06
1.21%
0.08%
Poland
23 571.00
0.52
0.13
1.60%
0.41%
Portugal
24 503.00
0.69
0.09
2.04%
0.25%
Slovak
Republic
21 124.00
0.51
0.12
1.73%
0.42%
Slovenia
33 269.00
0.74
0.11
1.60%
0.24%
Spain
36 174.00
0.80
0.04
1.59%
0.08%
Sweden
40 447.00
0.90
0.20
1.60%
0.36%
United
41 494.00
0.92
0.25
1.59%
0.44%
Kingdom
Latvia
12 688.63
0.79
0.46
4.51%
2.59%
Average
OECD
36 863.55
0.75
0.15
1.55%
0.29%

47

References
Ash, M. (2010). Taxation, innovation and the environment, OECD.
Bosquet, B. t. (2000). "Environmental tax reform: does it work? A survey of the empirical
evidence." Ecological economics 34(1): 19-32.
Brizga, J. and M. Jurušs (2013). PĒTĪJUMS PAR IESPĒJĀM NOTEIKT DIFERENCĒTAS
DABAS RESURSU NODOKĻA LIKMES PAR ATKRITUMU APGLABĀŠANU
POLIGONOS. Rīga, Zaļā brīvība: 47.
Clinch, J. P., L. Dunne, et al. (2006). "Environmental and wider implications of political
impediments to environmental tax reform." Energy Policy 34(8): 960-970.
Cottrell, J., et al. (2008). Environmental Fiscal Reform in Developing, Emerging and
Transition Economies: Progress and Prospects. Eschborn, Germany, Deutsche
Gesellschaft für Technische Zusammenarbeit (GTZ) GmbH.
COUNCIL OF THE EUROPEAN UNION (2013). Recommendation for a COUNCIL
RECOMMENDATION on Latvia's 2013 national reform programme and delivering a
Council opinion on Latvia's convergence programme for 2012 - 2016.
Cox, A. (2007). Easing Subsidy Reform for Producers, Consumers and Communities. Subsidy
Reform and Sustainable Development: 61.
EEA (2014). Monitoring CO2 emissions from passenger cars and vans in 2013, European
Environment Agency.
European Commission (2015). EXCISE DUTY TABLES. Part II – Energy products and
Electricity. Brussles, European Commission.
Felder, S. and R. Schleiniger (2002). "Environmental tax reform: efficiency and political
feasibility." Ecological economics 42(1): 107-116.
Hogg, D., M. S. Andersen, et al. (2015). Study on Environmental Fiscal Reform Potential in
14 EU Member States: Main Report & Appendices: Final Report to DG Environment
of the European Commission.
Lagzdiņa, Ē., Bendere, R., Ozola, A., Brizga, J., Kauliņš, J. (2010). Vides komunikācija un
vides politikas integrācijai. Rīga, REC Latvia.
Markandya, A. (2005). Environmental Fiscal Reform: What Should be Done and How to
Achieve It. Washington, DC., World Bank.
Ministry of Finance (2012). Case study on excise duty for mineral oils, Ministry of Finance.
Ministry of Finance (2012). Case study on excise duty for natural gas, Ministry of Finance.
OECD (1991). Recommendation of the Council on the Use of Economic Instruments in
Environmental Policy. OECD. C(90)177/FINAL
OECD (1997). Evaluating Economic Instruments for Environmental Policy. Paris, OECD.
OECD (2005). Environmental fiscal reform for poverty reduction. Paris, OECD.
OECD (2011). Towards Green Growth, OECD: 144.
OECD (2013). Environmental fiscal reform. Scaling-up Finance Mechanisms for Biodiversity,
OECD Publishing.
OECD (2015). OECD Economic Surveys: LATVIA. Paris, OECD.
Ring, I. (2008). "Integrating local ecological services into intergovernmental fiscal transfers:
the case of the ecological ICMS in Brazil." Land use policy 25(4): 485-497.
Sandmo, A. (1975). "Optimal taxation in the presence of externalities." The Swedish Journal
of Economics: 86-98.

48

