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Competitiveness and Exemptions From Environmental

Taxes in Europe
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5. Conclusions

The achievement of sustainable development is likely to require two kinds
of changes in patterns of production and consumption: the reduction of the
environmental-intensity of all economic sectors that have significant negative
environmental impacts; and a change in the structure of the economy so that
environmentally-intensive sectors become less important within it.

Itis improbable that these changes will be achieved in a market economy unless
the price mechanism complements and reinforces other instruments of environ-
mental policy in giving incentives to both consumers and producers for changes in
the desired direction. With regard to the structural change in particular, prices play
a crucial role in signalling the long-term direction of economic development.
Unless the prices of environmentally-intensive activities undergo a sustained
increase from current levels it is most unlikely that consumption patterns and tech-
nological development will react so that necessary environmental improvements
will be achieved.
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