JUIEH3UOHHOTO  J0OTOBOpa, 00beM Oyayliero MpoW3BOJCTBA, HAIMYUE
WH>KUHUPUHTOBBIX YCIYT.

BriBOa

PaccmarpuBass mepcnekTUBBI MPAKTUYECKOM peajv3aluy IPeiaracMoro
METOJIa HEOOXOUMO OPUEHTUPOBATHCS Ha PsiJl CYIIECTBYIONMIUX Pa3padOTOK U, B
YaCTHOCTH, Ha METOJIMKY OIIEHKH M300pETEeHUsI TIPH ero mpojiaxke, 6€3yCIOBHO C
y4eTOM TeX CIEeIUPUUECKUN OTINYNH, KOTOPhIE OKa3bIBAIOT HEMOCPEICTBEHHOE
BIIMSIHUE HA KOMMEPUYECKYI0 IEHHOCTh HOY-Xay, a CIIEJOBATEIbHO U Ha ILEHY
JIULEH3UH TIPU €TO MPOJIAKE.

Cnucok aurteparypsbl: 1. Anexciomun B.A. MexIyHapoIHBIH MapKeTHHT. Y 4el. mocodue Al By30B.-
M.: HamkoB u Ko, 2000. 2. Kornos IO. llena Hoy-xay // DxonHomuka u xu3Hb. — 1994. - No51. —¢.18
3. Boawiney-Pyccem 3. Komepuemkasi peanusanusi H300peTeHHid M HOy-xay (Ha BHEIIHHX U
BHYTPEHHHUX pbIHKaX): YueOuHuk. — M.. FOpucrs, 1999. — 328c. 4. DxoHomuKa 3HaHHIA: Yuel.
mocobue/ B.B.Inyxos, C.b.Kopobko, T.B.Mapununa.- CII6.: TTurep, 2003. —528c.
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GREEN TAXESAND SUBVENTIONS

B nmnocnennee pecarunerne Bce rocygapcrBa-wieHbl EC  mbITaloTcs  MOKPBITH  CBOE
YBEJIMYUBAIOLIEECS] 3HEPronoTpedieHne pecypcaMu BO30OHOBIISIEMOT0 MCTOYHUKA DHEPTHHU.
OTO HE TOILKO IIPUITUCBIBACTCA I[I/IPGKTI/IBaMI/I EC, HO M HECKOJIBKHMMH 3KOHOMHNUYECCKHUMMU
KOMIIIEKCAMH — a TakKe DKOJOTMYSCKMMHU JIbroTaMu. MOJKHO TakkKe 3asBUTHh, YTO HET
HUKaKOW coriacoBaHHOW 3eneHod notauuu ’Hepruu B EC, rocynapcrBa-unensl EC umeror
CBOM PA3JIMYHBIC MCTOMBI. HGJ'IB CTaTbu COCTOUT B IIOABCIACHHHU HUTOIOB H aHAJIU3C
3¢ (HEKTUBHOCTU JIEHCTBYIOIIETO 3aKOHOAATEIIbCTBA.

In the recent decade all EU member states try to cover their increasing energy demand with
renewable energy resources. It is not only incited by EU Directives but also several complex
economic- and environmental benefits. We can also state that there is no harmonized green
energy subvention in the EU, the member states has different practices. In this study my goal
is to summarize and to analyze the efficiency of the current legislations and supportive
instruments.

AIM AND TOOLS OF ENVIRONMENTAL LEGISLATION. By now
we can surely state that the appearance of the environmental thinking and
attitude has became one of the most determinative psychic current by the end of
the 20th Century. It is also recognized that this trend expends and sooner or later
can become one of the most dominant mobilizing — strengthened by its
multidisciplinary dimension - factor of the world's economy and politics.
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Although environmental thinking had to fight its battle: it took long time to
worth being green. Man realized that in the quality of life highly depend on the
environment and therefore on the economic activity of the market actors. So a
company, a consumer, the government should take responsibility to its actions.
Among these actors the role of the state and government should be highly
emphasized. Because this actor not only produce and supply but also gives a
framework to influence the others how to behave how to use, develop and to
protect the environment to improve its quality and to preserve its resources. This
framework is called environmental policy and includes the basic environmental
principles.
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Fig. 1: Kinds of environmental regulations and the influencing factors [14]

To validate these, the government should define environmental regulation
policy. The strategic goal of a country’s environmental regulation in general is
to harmonize the economy’ s goals and activities that are against the environment
in the short-run with the environment long-term sustainable interests, so to
everybody complies with certain environmental quality norms [7]. To achieve
this goal it has several tools which have widened in the past decades (Fig. 1). In
this study because of the lack of space | will focus only on regulations that are in
use to support renewable energy against fossil resources.

ENVIRONMENTAL AND ENERGY POLICY IN THE EUROPEAN
UNION. The European Union realized that all the member states have to act
together to prepare and be ready for the upcoming environmental problems of
the world. So in 1972 the Summit Conference of Heads of State and
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Government held in Paris opened the way to the implementation of a common
policy on environmental protection. The Commission prepared action
programmes and strategies for the reduction of pollution and nuisances and for
the management of environmental resources. This step proved that where is a
pressure from public opinion, political will and absence of deep-rooted national
policies, the European institutions are capable of legislative work comparable to
that of an individual State. This work is also strengthened by the EU’s
sustainable development strategy which is a key objective for all European
Community policies. The Géteborg European Council approved it on the 15-16™
of June in 2001 and it is based on: coordinated development of common policies
addressing the economic, environmental and social dimension of sustainability;
a set of headline objectives to limit climate change and increase use of clean
energy. [10] By now the green energy plays a key role in the EU’s
environmental and in the energy policy™ too.

The horizontal environmental policy’s targets meets with the EU’ s sectoral
energy policy targets too. Europe has to deal with major challenges in energy:
the threat of climate change, slow progress in energy efficiency, the ongoing
difficult situation on the oil and gas markets, the increasing import dependency,
high and volatile energy prices, growing global energy demand, and security
risks also affecting producing and transit countries as well as transport routes. In
the 2006 Green Paper the Commission defined the European energy policy,
which aims at three major objectives. sustainable development, competitiveness
and security supply.? It has called for six debates and one of it is the more
sustainable, efficient and diverse energy mix. For most of the debates one of the
answers can be the more effective and intensive utilization of renewable energy.
[10] So the EU has set the ambitious target of a 20% share of energy from
renewable sources in the overall energy mix, the EU plans to focus efforts on the
electricity, heating and cooling sectors and on biofuels. In transport, which is
amost exclusively dependent on oil, the Commission hopes to increase the
current target of a 5.75% share of biofuels in overall fuel consumption by 2010
to a 10% share by 2020 (Fig. 3).°

! Energy sector produce the biggest GHG emissions (energy industries:1591.16, manufacturing and construction
665.81, transport 992.28, Industrial Processes 416.54, Agriculture 472.92, waste 147.89, other 767.12 million t
CO? equivaent in 2006 at EU27 level

2 COM/2006/105, 08.03.2006.

® New Directives on renewable energy, 2008/0016 (COD), Brussels, 26 March 2009
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SUBSIDIES FOR RENEWABLES. Renewable sources of energy — wind
power, solar power (thermal and photovoltaic), hydro-electric power, tidal
power, geothermal energy and biomass — are an essential alternative to energy
gained from fossil resources. Using these sources helps not only to reduce
greenhouse gas emissions from energy generation and consumption but also to
reduce the European Union's dependence on imports of fossil fuels [19]. In the
recent decade all EU member states try to cover their increasing energy demand
with renewable energy resources. It is not only incited by EU.
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Fig. 2: National overall share and targets for the share of energy from
renewable sources in gross final consumption of energy in 2020 [18].
Directives but also several complex economic- and environmental benefits
(Fig. 3). And by now there is a dynamically growing new industry that deals
with renewable energy production and consumption.

SUCCES - FACTORS o OBSTRUCTIVE

* advance environmental * Relative high
protection and 8D implementation costs

* strengthen social cohesion * closely linked to

+ contribute to security of geographical capabilities
electricity supply RENEWABLE * dependency on weather

* decrease energy ENERGY » storage prohlems
dependency s Need of subsidies

* positive effect on the local s Subsidies can distort the
labour-market market

Fig. 3: Success and obstructive factors of renewable energy [9].
But in the EU we can neither speak about harmonized energy taxes [2] and
green energy subsidies nor harmonised reporting mechanism for energy
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subsidies yet. And the term energy subsidy has not been clarified yet.* It may
include cash transfers paid directly to producers, consumers and related bodies,
as well as less transparent support mechanism, such as tax restrictions, planning
consent and limits on market access (Table 1). It may also cover government
failure to correct market imperfections such as external coast arising from
energy production or consumption.

Table 1 - Type of energy subsidies[12].

How the subsidy usually
works
Government intervention Example Lower FRaises Lowers
cost of price to | price to
production | producer | consumer
Direct financial transfer Grants to producers X
Grants to consumers X
Lowr-interest or preferential loans X
Preferental tax treatment Rebates or exemptions on rovalties, sales, [ x
taxes producer levies and tariffs
Tax credit X X
Accelerated depreciation allowances on X
etletgy- supply equipiment
Trade restriction Duotas, teckiical restrictions and trade x
ethbatgoes
Energy-relaied sexrvices Direct inwestment in energy infrastracture | x
provided direcily by government B iii; research and development
at le ast than full cost
Liability innsurance and facility x
decommissioning costs
Regulation ofthe energ ¥ sector Demand guarantees and mandated X X
deplovment rates
Price controls X X
Iiatket-access restrictions X

Realizing that rapid expansion of renewable energy will not happen in the
energy market now Member states has developed their own subsidy system to
achieve targets they have undertaken by 2010° and 2020 (Figure 2). Various
support mechanisms are under consideration but the two major categories are
the tradable green certificates (established e.g.: in Belgium, Italy, Poland,
Romania Sweden, United Kingdom) and feed-in tariffs (established in the other
21 EU Member States including Hungary). Experiences from several countries
in Europe suggests that feed-in tariffs deliver larger and faster penetration of
renewable energies than tradable green certificates, at lower costs [5]. To
assume the amount the Members pay to support energy production we should
see Table 2. Other estimates suggest supports to energy producers is about €15-
22,7 milliard in OECD Countries (including all kinds of resources) in 2001 other

4 Although some report has been delivered analysis about the Union energy subsidy practises by the OECD
2005, EEA 2004, UNEP/EEA 2004, UNEP 2008.

® The targets by 2010 indicates 12% share of gross inland energy consumption and a 22% share of electricity
produced from renewable energy sources (Directive 20001/77/ec) and a 5.75% share of biofuels in petrol and
diesd for trangport purposes by 2010 (European Directive 2003/30/EC).
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estimate states that support to energy producers may be closer to €60.6 billion
[12], and transport subsidies was approximately 240 milliard EURO worth in
2005 [4].

Table 2: Indicative estimates of total energy subsidies, EU15, (EUR bn) [4].

Salid fuel Oil and Gas | Nuclear Renewables Total
2001 - on budget >6.4 >0.2 >1.0 >0.6 >8.2
2001 off budget >6.6 >8.5 >1.2 >4.7 >21.0
Total >13.0 >8.7 >2.2 >5.3 >29.2

Note: Energy subsidies allocated to fuels on basis of generation inputs. Excludes external
costs.

RENEWABLES SUPPORT IN HUNGARY. The 2001/77/EK Directive
indicates to support electricity deriving from renewable energy. It is the Member
States competency to choose the form of regulation to incite renewable energy
to achieve the country’s targets but the Commission evaluates its efficiency. In
general in Hungary the main two categories are the support of energy production
and investment but they are often combined together. Direct investment support
for renewable is available through EEOP, financed from EU Structural Funds.
Between 2007-2013 €250 million is available for supporting renewable projects
[11].

Electricity. The feed-in tariff has been in place since the Electricity Act
2001 (Act 2001/CX). To receive the feed-in tariff a licence is required from the
Hungarian Energy Office. The volume of electricity for which it is paid, as well
as the duration of the feed-in tariff in the licence is limited by the HEO, based
on the project payback period [3]. The KAP® feed-in tariff system was set by
Parliament at HUF k*23,8 per kWh’, more than double the average price of
Hungary’s electricity at wholesale level. The cost of the feed-in tariff has risen
rapidly since 2003 [13]. Because of the guaranteed prices and the decrease of
investment risk this system enhanced the entrepreneur investment activity in the
Country. The country’ s renewable electricity also increased till 2005 than slowly
decreased and now stagnates at 3,9% (Fig.4 - Source: Hungarian Power
Companies Ltd statistics,2009).

® KAP Feed-In Tariff Payments and System Chargesin Hungary
" The obligatory reception is k*23 where k represents the consumer price-index.
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Since 1 January 2008 the KAT® feed-in obligation came in to force. KAP
was replaced by a separate balance circle for power plants generating electricity
in the scheme of feed-in obligation. The Act LXXXVI of 2007 on Electricity
orders that traders selling electricity to domestic users, generation licensees
selling electricity directly to users and all users who import electricity shall take
over the electricity settled in the separate balance circle at administrative prices
based on contract concluded with the Transmission System Operator [8]. The
calculated amount of “subsidy” for the electricity settled at a price that can be
regarded as subsidized in the KAT balance circle (the difference of the effective
price and the market-based base price”) was 33 billion HUF in the first half year
of 2008. At Fig. 5 we can see that 69,6% of KAP™ covered the feed-in tariff for
co-generated electricity and 28,6% for renewables. Within renewables the
biomass and biogas feed-in tariffs was the highest with the percentage of 25,2
which also show us the Hungarian biomass dominance.In the first half year of
2008 the amount calculated for co-generation grew by 7.4 billion HUF (44%),
while the amount calculated for electricity generated from renewables rose by
1.3 billion HUF (18%) comparing to year 2007 [8].

8 KAT: Obligatory feed-in of eectricity generated from renewable energy sources, by energy from waste and co-
generated electricity in acordance with the order of procedure [8].

® In 2007 administrative public utility wholesale prices; in 2008: prices (excluding 'subsidy’) specified in Section
4 of Annex (renewables and wastes) and Section 3 of Annex (co-generation) to the governmental decree
389/2007 (23.12) [8]
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Biofuel. Hungary have to comply with the Directive under Article 4(1) of
2003/30/EC on the promotion of the use of biofuels or other renewable fuels for
transport. The Directive indicates to take measures to promote the use of
biofuels or other renewable fuels, to replace diesel or petrol for transport
purposes. In accordance with the country goals the Hungarian Government set
the objective ™ of achieving a biofuel proportion of 5.75% in the fuel market in
terms of the energy content of total fuel consumption for transport by 2010, as
indicated in the relevant Directive [17].To reach this objective used cooking oil
in public transport coupled with reduced excise tax; biofuel raw material
production and processing capacities are developed to supply the domestic and
European market; National Development Plan 1l subsidises raw material
production, processing; establishment of small biofuel production capacities and
production technology, biofuel application and creating second-generation
organic waste biofuels research are supported [6].

In order to promote the sale of biofuels conforming to the Directive on
Taxation of Energy Products the further following measures was taken: E85 fuel
became a national standard; on the 1th of January, 2005 Hungary introduced an
excise tax exemption in the form of a tax refund on blended biodiesel fuels, as
well as on ETBE fuels produced from bioethanol. Since both types of fuels are
blended in mineral oil derivatives, the excise tax exemption only covers the
blends’ biofuel portion; as of 1 July 2007%, two tax levels became effective: a
tax reduction to 0% excise tax will apply for biofuels blended up to 4.4% of the
volume of gasoline. From 1 January 2008 this is also applied to 4.4% of
biodiesel blended into diesel. Fuel distribution companies not complying with
the 4.4% requirement will have an extra tax burden of HUF 8 per litre of fuel at

™ further targets by 2013: 8%, by 2020: 10% [17]
12 (own calculation on company statistics)
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the wholesale level. The measure aimed to create commercial biofuel production
capacities and to launch biofuels blended with traditional fuels. By 2008 the
bioethanol production capacities assumed to be about 230 thousand tones and
biodiesel is 210 thousand tonnes™.

CONCLUSION. However the governments form the market regulation
tools, their can be incentive or repulsive too. Therefore the regulations need to
be more flexible institutions as the public administration in general is, because it
has to fulfill different demands in really different situations and terms. With the
absence of this flexibility environmental regulations may lead to the victim of
the lobby interests. The tax reforms and subsidies created a better economic
environment for energy production derived from renewables in Hungary. But
the government should focus in long-term sustainability. Now only the too
subsidized market can make the utilization of renewables marketable.
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