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1. | ntroduction

Energy consumption is intrinsically contributing psoduction of goods and services. Thus, any
dynamic of energy price influences directly thecps of economic goods and services, with
consequences at the level of GDP and inflation rate

Unlike other economic goods price determinatiorergy price determination is not based particularly
on offer-demand relationship. The energy pricetisngly influenced by the taxation policy and
political factor, mostly in the case of oil and gaes.

Lately it is to be found, in a way like a homogemsaess action at worldwide level, the progressive
withdrawal of the public administration intervemtion the framework of investment in energy sector,
but, due to the strong influence of energy priceGBP and inflation rate levels, monetary and fiscal
policies are influenced in most of the countriestly evolution of energy price. On the other hand,
nowadays energy taxation is strongly linked withstainable development and environmental
protection.

Taxing energy has a double positive effect: on taed it is a righteous way to discourage
environmentally demanding activities (Goulder, 199&rry, 1997), and on the other hand it is quite a
efficient instrument for obtaining government rewenmore than other taxes.

During the years many scholars studied the impbaehergy price on macroeconomic performance of
national economies (especially the impact of aitgishocks) (starting with Hamilton, 1983, Mark

al., 1994) and the magnitude of macroeconomic impRas¢he and Tatom, 1977, Rasche and Tatom,
1981) as well as the relationship between incomergy taxation and the environment (Ghalwash,
2007).

! According to “The Kyoto Protocol to the United Natal Framework Convention on Climate Change™ (@ December
1997) there are legally binding emissions targetsiéveloped and developing countries for the 660 period to achieve.
The EU and its Member States ratified the Kyotat®uol in late May 2002
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At the same time, the energy producers, mostlyofgim producers, always blamed for the high level
of their product price, tried to show statisticgaeling the weight of taxation in the energy enerus
prices.

The aim of this paper is only to present, usingescdptive approach, the level and the influence of
fiscal policy on energy prices, the energy tax larimation attempt and, in a smaller part, the
conseqguences at macro and micro economy of tHevakpresented into the energy end-user price.

Due to the still important weight of oil and naugas products in energy product demand and
consumption, we analyse especially these componéetsergy sector.

The paper is structured in four main parts. Thhe, #* Section presents the evolution of energy
consumption and energy price determination, falthlg the 3' Section where we present the role
and the evolution of taxation as component of gn@rce, while in the Section 4 is presented the
energy tax harmonization attempt for the EU regind USA. The 8 Section concludes the paper.

2 Energy Consumption and Energy Price Determination

2.1 Energy Consumption

The United States Energy Information Administrationits IEO2009 projects an increase by 44
percent from 2006 to 2030 in total world consumptif marketed energy, the largest projected
increase in energy demand being for the non-OEQID@uies. Indeed, the development of emerging
economies, especially China and India, leads torguortant increase in energy consumption that is
difficult to control and limit.

If analyse the evolution of energy consumptistarting 1988 till 2008, as presented in Tabled can
easily see that the regions with the biggest irsreaie those that include the emerging economies.

Table 1 Energy consumption evolution

Region 1988 1998 2000 2001 2002 2003 2004 2005 2006 2007 2008
mrgr‘ica 2635 2680 2747 2688 2728 2751 2803 2819 2803 2849 2799
soun&Central 447 448 450 462 465 470 490 511 538 563 579
Eﬂ{ggg 2759 2757 2806 2827 2835 2877 2925 2937 2978 2956 2964
Middle East 373 384 399 424 444 463 492 533 555 577 613
Africa 266 273 276 281 289 302 318 323 327 341 356
Asia Pacific 2405 2477 2572 2638 2739 2945 3227 3430 3617 3816 3981
Total World 8885 9021 9262 9323 9502 9810 10258 10555 10820 11104 11294
of which:

E.U 1689 1685 1703 1731 1717 1748 1770 1771 1773 1732 1728
OECD 5164 5237 5353 5318 5356 5415 5513 5551 5548 5568 5508

2 Due data information access, in this analyze wesicer only primary energy, comprises commerciaitgled fuels only.
Excluded, therefore, are fuels such as wood, pehtaimal waste which, though important in manyrtodes, are unreliably
documented in terms of consumption statistics. Alscduded are wind, geothermal and solar powerrgéine. Taking into
account that secondary energy results from thesfmamation of primary energy, we consider that gziab only primary
energy data for energy consumption, it does not gis a deformed illustration of state of the agarding world energy
consumption
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FSU 902 905 925 927 943 953 973 973 1011 1022 1028
Other EMEs 2821 2879 2983 3077 3203 3441 3772 4030 4261 4513 4757

Sources: BP, “Statistical Review of World Energyll Report 2009”; million tones oil equivalerit

A comparative look at the evolution of energy canption between 1988 - 2008, in percents only for
1988, 1998 and 2008 years, give us a more cleagarmfincreasing and decreasing of world energy
consumption (see Table 2).

Table 2 Comparative evolution of world energy consumptiv®®88, 1998, 2008)

Region 1988 1998 (%) 2008 (%)
North America 2635 2680 14,07 2799 21,18
South & Central 447 448 39,65 579 80,78
America
Europe, Eurasia 2759 2757 -13,32 2964 -6,89
Middle East 373 384 51,64 613 148,86
Africa 266 273 23,03 356 64,09
Asia Pacific 2405 2477 39,44 3981 130,87
Total World 8888 9021 11,07 11294 41,14
of which:

E.U 1689 1685 1,14 1728 3,47
OECD 5164 5237 13,51 5508 21,08
FSU 902 905 -34,6 1028 -25,43
Other EMEs 2821 2879 36,1 4757 129,47

Sources: Calculations made in base of “StatisRealiew of World Energy
Full Report 2009”, BP.

Comparing with the value of energy consumptionhef 1988 year, the increasing of world energy
consumption in the last ten and twenty years, waie mgignificant in the last decade, but even st wit
only 41,14% which is not such a big growth compgmith the values meet in the consumption level
by regions for the same period. As we mentionecbreefthe regions with emerging economies
reported significant increases of energy consumpgpecially in the last decade (increases in Middl
East and Asia Pacific with 148,86% , 130,87% retypely, at the end of 2008 comparing with the
consumption in 1988). It is also to be noted thmikution in energy consumption of the Europe and
Eurasia regions, mainly because of the decreassunmtion in Former Soviet Union states (with
34,6% in 1998 comparing with 1988, respectivelyhw2b,43% lower in 2008), but also due to the
energy tax harmonization attempt in EU states.

Analysing the data regarding consumption by fuérefd by BP Statistical Review of World Energy
2009, during 2007 — 2008 period we can see thatand natural gas weight in total energy
consumption is still significant in all regions ¢s&able 3 and Table 4). For this reason we chose to
analyse in our study mostly oil and natural gasresgy products.

Table 3 Fuel weight in total energy consumption — 2007

Region Oil  Natural Coal Nuclear Hydro  Total
Gas Energy  Electric

North America 39,8 25,9 21,6 7,6 51 100
South &Central 46,1 22,5 4,0 0,8 27,1 100
America

Europe, Eurasia 32,0 34,6 17,9 9,3 6,1 100
Middle East 50,2 47,3 1,6 0,0 0,9 100
Africa 38,1 23,5 31,0 0,9 6,5 100

% One tone of oil equivalent equals approximatelyriiion Btu
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Asia Pacific 30,9 10,8 50,1 3,2 5,0 100
Total World 35,5 23,9 28,8 5,6 6,3 100
of which:

E.U 40,4 25,0 18,3 12,2 4,0 100
OECD 40,3 23,9 21,4 9,4 51 100
FSU 18,2 54,1 16,3 5,9 55 100
Other EMEs 33,4 17,1 40,7 0,9 7,9 100

Sources: Calculations made in base of “Statisticalé®eof World Energy Full
Report 2009”, BP.

Table 4 Fuel weight in total energy consumption — 2008

Region Oil  Natural Coal Nuclear Hydro  Total
Gas Energy  Electric

North America 38,5 26,8 21,7 7,7 5,3 100
South &Central 46,6 22,2 4,0 0,8 26,3 100
America

Europe, Eurasia 32,2 34,7 17,6 9,3 6,1 100
Middle East 50,0 48,0 1,5 0,0 0,5 100
Africa 38,0 24,0 31,0 0,8 6,2 100
Asia Pacific 29,7 11,0 51,0 3,0 5,3 100
Total World 34,8 24,1 29,2 5,5 6,4 100
of which:

E.U 40,7 25,5 17,4 12,3 4,1 100
OECD 39,6 24,6 21,3 9,4 52 100
FSU 18,4 53,3 17,2 5,8 52 100
Other EMEs 32,8 17,3 41,1 0,9 7,9 100

Sources: Calculations made in base of “StatisRealiew of World Energy Full
Report 2009”, BP.

2.2 Energy Price Determination

Unlike other economic goods price determinatiorergy price determination is not based particularly
on offer-demand relationship. Within energy systemce determination is handled in an ad hoc
manner (Griffin, 1996) and could meet differentedetination formulas for individual fuels: according

to Griffin studies for the United States energy kearthe coal price could be determined as a mprk-u
over mining costs, while natural gas price and erwd prices are administratively determined,
obviating any need to model these prices.

Other scholars, using econometric models to anahfsemation that covers the period between 1Q
1979 to 3Q 1990, emphasize that there is no fed&dbfathe energy demand and supply on prices in
the Europe Community; average final energy pricethe European Community are mainly defined
by (exogenous) import prices, the taxation regimational regulations and seasonal factors
(Deimezis, 1996).

Even some recent studies sustain the Deimezis,, 1§@6thesis: comparing with other commodities,

the energy supply and demand are relatively inelathis being the main reason for the fiscal

efficiency in energy sector. Studies emphasistth@tonsumer is more sensitive to a tax changa, tha
a producer price change, regarding energy prodGttalwash, 2007).

3 The Roleand Evolution of Taxation on Energy Price

As we have already said in the Section 1, taxirgrggnhas a double positive effect: primarily itais
righteous way to discourage environmentally demagdictivities and secondarily it is more efficient
than other taxes to obtain government revenue.
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Due to the fact that energy end-users hardly krdenirifluence of supply on energy end-user prices is
not as important as they believe, energy produsere always blamed for the energy price changes,
specially when prices are increasing. This is wigrgy producers (mainly oil producers) are tryiog t
prove and to demonstrate that the biggest pati@ehergy end-user prices does not return to them,
but to energy end-users’ governments under theitexerm.

The lately issues of OPEC research studies (OPE&2dReh Division, 2009) illustrates the wide
regional variations in the prices of different pibducts for 2008 and proof that these price vianat
are not due to differences in crude oil pricesyfregion to region and during the years, but tgwar
levels of taxation in the major consuming countribat range from relatively low levels (in USA) to
very high levels in many European countries. Far analyse we considered the major consuming
coung‘i‘es and regions as following: USA, CanadpadaFrance, Germany, Italy, United Kingdom and
OECD..

Even if the discrepancy between all final energggromponents is increased yearly, the crude CIF
price differences from region to region vary insmfesmall intervals (maximum difference 7,3 UD
dollars per barrel in 2007), comparing with taxesl @&nd-user prices. If at the beginning, the
maximum difference between taxes on each regionalvast 42,7 US dollars per barréh 1988), at
the end of 2008 the difference between the minintaxvalue per barrel and the maximum level
arrived at 130,3 US dollar per barrel. ($38,1 pamrdl tax value in USA and $168,4 per barrel in
United Kingdom) (see Table 5).

Table5 Variation intervals between selected regions (0diads per barrel)

Region 1988 1998 2000 2001 2002 2003 2004 2005 2006 2007 2008
) 347- 399- 580- 543- 550- 556- 722- 87,0- 108,7- 119,7- 159,6 —
Composite 92,3 131,7 1529 143,0 142,7 147,7 1546 1817 223,8 236,9 2890

14,7- 120- 275- 221- 235- 27,7- 328- 460- 562- 639- 91,1-

gfude CIF 155 137 29,1 250 254 295 379 526 632 71,2 973
rce

0,8 1,7 1,6 2,9 1,9 1,8 5,1 6,6 7 7,3 6,2

88— 135- 158- 153- 151- 143- 184- 19,7— 228- 268- 381-

Tax 51,5 89,6 941 880 90,9 949 964 1061 1370 140,7 1684

111- 144- 125- 144- 123- 84- 10,0- 103- 1:06- 12,7- 8,0-
Industry 36,8 29,4 30,4 30,5 27,2 23,6 30,7 24,1 29,7 29,0 30,4

Margir?
25,7 15 17,9 16,1 14,9 15,2 20,7 13,8 19,1 16,3 22,4
Source: Calculations made in base of OPEC 2009tstatidata

Given the end-user price differences between ragiloming the analysed period and price components
considered, we can strongly state that end-usee mhfferences between regions and its increment
are not consequences of a proportional incremermroéiucers price, but of fiscal policy conductgd b
each country/region.

Regarding the tax level evolution in major consum@untries we considered, it is to notice the big
differences between USA - Canada and European resin¥While in the USA, one of the biggest
consumer of oil products in the world, the averageation weight in end-user price during the

* OECD countries excluding Australia, New Zealandk@y, Iceland; Greece included only for 1993 - 1999

°1 barrel (US petroleum) = 158,9872956 liteingtp://www.convertunits.com/from/barrel+%5BUS, +péttanm%5D/to/litres

6 Composite barrel is a consumption weighted aver&dieal consumer prices of main groups of refinedducts (including
taxes).

"Taxis a consumption weighted average of totalggiecluding VAT if applicable) levied on refinedqaucts.

8 Industry Margin is a calculated value subtractimg Tax and Crude CIF Price from the price of Compdirrel.
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analysed period is 25,74%, in European developadtdes it represents more than 50 percent of end-
user price (as average value for the analysed cpeiichas been found the fallowing: Germany
57,11%, France 57,87%, Italy 59,12% , United Kingds0,23%).

We emphasize also that the industry margin inl fini@e is not as important as could believe. Excep
USA and Canadian petroleum industry, the industaygin has decreased in the past years. (Table 6)

Table 6 Components weight in final consumer price for edgucts

1988 1998 2000 2001 2002 2003 2004 2005 2006 202008

USA

Crude CIF Price 42,4 30,1 47,4 40,7 42,7 49,7 45,462,9 51,7 53,4 57,1

Tax 254 33,8 27,2 28,2 27,5 25,7 25,5 22,6 21,@2,4 23,9

Industry Margin 32,3 36,1 25,3 31,1 29,8 24,6 129, 24,5 27,3 24,2 19,0
Canada

Crude CIF Price 29,0 24,9 42,2 38,2 39,6 44,6 44,%3,6 53,5 55,6 59,7

Tax 30,7 40,0 32,4 32,4 32,5 31,3 27,7 28,7 27,27,3 29,7

Industry Margin 40,3 35,1 25,4 29,3 27,9 242 028, 17,7 18,6 17,2 10,6
Japan

Crude CIF Price 19,2 17,0 27,0 25,6 28,2 33,2 32,642,9 47,6 48,9 53,4

Tax 56,2 65,1 55,7 56,3 49,7 50,6 37,3 35,8 39,837,3 40,7

Industry Margin 24,6 17,9 17,3 18,1 22,1 16,2 130, 21,4 12,9 13,8 6,0
France

Crude CIF Price 18,6 12,1 25,6 22,1 22,6 25,7 30,87,2 37,0 39,1 42,5

Tax 63,8 72,5 58,5 54,4 59,3 58,7 61,0 52,2 52,449,9 53,9

Industry Margin 17,6 15,4 15,9 23,5 18,1 15,6 8,7 10,6 10,6 10,9 3,6
Germany

Crude CIF Price 27,8 14,9 30,3 26,9 25,8 29,2 31,141,0 35,5 37,4 38,4

Tax 52,0 63,5 56,2 57,1 60,8 62,1 56,3 50,7 57,065,8 57,1

Industry Margin 20,2 21,6 13,5 16,0 13,3 8,7 12,68,4 7,5 6,8 4,5
Italy

Crude CIF Price 19,6 12,5 27,6 25,0 24,6 28,1 30,89,3 38,6 39,5 41,0

Tax 65,2 70,7 58,9 59,2 62,9 63,7 59,5 52,4 54,750,7 52,5

Industry Margin 15,2 16,9 13,5 15,8 12,5 8,3 9,6 8,3 6,7 9,9 6,6
United Kingdom

Crude CIF Price 16,3 9,6 18,6 17,1 17,2 19,7 22,6842 28,0 29,9 33,2

Tax 43,9 68,1 61,5 61,5 63,7 64,3 62,4 58,4 61,%59,4 58,2

Industry Margin 39,9 22,3 19,9 21,3 19,1 16,0 015, 13,2 10,9 10,7 8,6
OECD

Crude CIF Price 29,4 18,3 33,1 30,2 30,5 33,5 40,318,4 48,2 49,2 32,3

Tax 40,5 48,0 42,7 44,9 47,5 46,9 44,6 40,2 42,041,3 36,9

Industry Margin 30,1 33,6 24,2 25,0 22,0 19,6 115, 11,3 9,8 9,5 30,8

Source: Calculations made on the base of OPECtstatidata 2009

The Figure 1 illustrates the weight of each prioemponent (crude CIF price, tax, industry margin)
for OECD countrie’ It is easy to notice that always during the BBtyears the industry gain from
final price value around or less than 30%, while tdixis have always been the major component.

The crude CIF price had a calm dynamic for alm@sydars, with weights between 18% and 30% in
final price, until 2004, when the weight arrived 40,3% and continued to rise. Thus, starting late
2004 till 2007 crude CIF price was the main compore end-user price, surpassing the tax level.
After 2007, the CIF price weight decreased and &xdevel, but it is notice an important increment
of industry margin. At the end of 2008, for OECDuntries we could see that there is an equilibrium
between price components weights: crude CIF pr&;8%, tax 36,9% and industry margin 30,8%

% OECD countries excluding Australia, New Zealand K&yr Iceland; Greece included only for 1993 - 1999
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Figure 1 Components weight of final consumer price — OECD

4 Energy Tax Harmonization

Many countries have, over the last few decadesgdaspecific energy taxes, which has acted to
reduce energy dependence, especially oil dependandédo create a tax harmonization environment.

The Treaty of Rome, in 1957, emphasis the four dmmehtal freedoms necessary to establish a
Common Market: movement of people, goods, capita the freedom to supply services, which
imply, besides others, the harmonization of indifaxes: customs duties, value added tax, excise
duties,energy and environmental taxe®hicle taxation.

The tax harmonization, seen either as environmeategtion or reducing distortions instrument, i$ no
a worldwide nations aim. The United States of Aieerfor example, do not have legal statements for
energy tax harmonization at the level of each dntstates. At the same time it has very low moto
fuel tax rates compared with other advanced ecoe®mind no general tax on the carbon content of
fuels. Instead, the U.S. Tax law contains a com@erd growing set of incentives for energy
production and investments in alternative fuels totinologies (Toder, 2007).

4.1 Tax Harmonization Attempt for European Union

European Commission regard energy tax as a crastaiment in meeting Kyoto Protocol targets for

reduced greenhouse gas emissions. Besides KyatacBldargets, the aim of European institutions is
to maintain a functional Common Market at the ledeenergy products also, therefore reducing
distortions that currently exist between MembetsStgto be done. On this meaning, in October 2003,
the European Union introduced a Directive regardiggEU’'s minimum taxation system from mineral

oils to all energy products including coal, natugas and electricity).

The Directive aims at reducing distortions thdt efiist between Member States and between mineral

10 Council Directive restructuring the Community franwetvfor the taxation of energy products and eleit§ri2003/96/EC
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oils and other energy products which up to now hasebeen subject to EU tax legislation. Also, it
has to be seen as the result of a series of ageim@istablish a more stringent energy taxatiotesys
in Europe, attempts that during the years havelnaévolution as presented in Table 7.

Table 7 Attempts to establish an energy taxation systeEln

Year Attempt characteristics Comments
1992 - a Community system for taxing mineral oilswatablished by One of the Directive was regarding
2 Directives (92/81/EEC and 92/82/EEC); the harmonization of the structure of
- this system, however, was far from a full harmzatipn of oil excise duties on mineral oi
taxation (92/81/EEC ), while the second

focused on the approximation of the
rates of excise duties on mineral oil

(92/82/EEC)
May - a proposal for C@energy taxation Political blockaded
1995
1997 - the European Commission presented a profmsaktaxation It suffered a long process of
framework of energy products (including coal and)gmd discussions and modifications and its
electricity. final form was the foundation for the
Directive adopted in 2003
27 October - after discussions and modifications of the prapér®m 1997, It gives minimum tax rates to comply
2003 the Council of the European Union adopted Directive with by January 2004 for various fuel
2003/96/EC restructuring the Community framewankthe types and electricity, separated by
taxation of energy products and electricity three user categories.
April - an amendment was adopted by EU's Council of Mirssthat The exemptions last no longer than
2004 allows the EU accession countries temporarily folyapountry 2012

specific excise duty exemptions or lower rates.

The minimum levels of taxation according to DireetR003/96/EC are as following:

Table 8 Minimum levels of taxation according to Directi2803/96/EC

Units in Motor fuels Heating fuels and electricity
Euro . .
Energy carriers per.“ SpECIal, |ndustr|al
1Jan. 2004 1 Jan.2010 commercial Non-business use  Business use
purposes

Leaded petrol 10001 421 421 - - -
Unleaded petrol 10001 359 359 - - -

Gas oil 1000 | 302 330 21 21 21
Kerosene 1000 | 302 330 21 0 0
Heavy fuel oil 1000 kg - - - 15 15
LPG 1000 kg 125 125 41 0,3 0,15
Natural gas GJ gV 2,6 2,6 0,3 0,3 0,15
Coal, coke GJ gev - - - 0,3 0,3
Electricity Mwh - - - 1 0,5

Source: Hohlhaast al(2004)

11 gev — gross caloric value
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There are a number of studies regarding this Dire@nd previews attempts, conducted to research
their economic and environmental effects underedsifit scenarios. It is to mention here Jansen and
Klaasen (2000), that study the macroeconomic aatbisd impacts of the 1997 proposal using three
EU wide top-down simulation models, and Heatylg2000) who calculate the employment effects
of the same 1997 proposal using a bottom-up eegmgapproach.

An important contribution to literature in this arés bringing out by Kohlhaast al. (2004) that
analyse the effects of the EU Directive on tax haniration as actually put into force on January
2004 and simulate alternative policy scenariont@stigate the comparative static effects of the ta
harmonization on economic growth, energy consumpéind emissions, as well as on international
trade: partial tax harmonization scenarios antil tdx harmonization at the minimum level scenario.
According to information offered by Kohlhaas al. (2004), in 2002 almost all EU countries had the
taxation level over the minimum requested. The ptioa cases are: Greece and Czech Republic , for
unleaded petrol; Austria, Greece, Luxembourg, RBaltuSpain, Czech Republic, Poland and Slovenia
for diesel; Belgium and Luxembourg in the case BDLtaxes.

The European Directive, with or without its amendise presents both positive and negative aspects.
Thus, the Directive make possible a differentiatmfndiesel taxation, an aviation taxation and a
possible combination emission trading/energy, am @dhe hand, but, on the other hand, there are
deficits in the agreement due to requirement f@nimity voting in fiscal policies.

4.2 Tax Harmonization in USA

We cannot talk about an harmonization policy foergg tax in the United States. The US energy tax
policy has also some specific characteristics ftbentax components point of view, as long there are
state tax and federal tax that make up US enexgy ta

In October 2009, the USA average tax on gasoling $5473 per gallon (pf) The average tax on
gasoline is make up by federal tax on gasolinel@Dpg), state gasoline excise tax ($0,185 pg) and
other taxes (approximately $0.104 pg). The otheedaepresent applicable sales taxes, gross receipt
taxes, oil inspection fees, county and local taxesderground storage tank fees and other
miscellaneous environmental fees. As regardingetiieses in USA, the average tax on motor diesel
fuel in October 2009 was $0,518 pg, of which $0,pgdrepresents average federal tax on diesel,
$0,190pg average state diesel fuel excise tax @ji8% other state and local taxes average.

Average tax level, both for gasoline and diesegésdoot represent significant values, but we carc@ot
that there is a big difference between minimum mrakimum values of gasoline and diesel taxes
from state to state. According to State Gasoling Biesel Tax Reports of American Petroleum
Institute in October 2009 the tax values are betw$@,264 pg and $0,658 pg for gasoline and
between $0,324 pg and $0,709 pg for diesel, adlugtrate in the bottom table.

Table8 Minimum and maximum values for USA fuel taxes tdder 2009

Fuel

tax Minimum values Maximum values
Gasoline New Jersey Wyoming Alaska California New York Hawaii
Taxes 0,329 0,324 0,264 0,658 0,632 0,628
Diesel Wyoming Oklahoma Alaska Hawaii California Connecticut
Taxes 0,384 0,384 0,324 0,709 0,697 0,695

127 gallon (U.S. Liquid) = 3,7854118 litrettp://www.convertunits.com/from/gallon+%5BUS , +lid@b5D/to/litres
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5 Conclusions

Energy final prices are not necessarily influenbgdupply-demand relationship, but, in an important
way, by taxation, fiscal, environment policies gouditics. Tax policies can be used to increasdiuga
fuel prices in ways that promote the two relatetddistinct energy and environmental policy goals of
reducing oil dependence and slowing the growthreéghouse gas emissions, while leaving to private
individuals and firms decisions on how to alter samption choices and production methods.

The world consumption of marketed energy is indrepgach year, according to all international
energy authorities projection, the largest projggmowth being from non-OECD countries due to the
development of emerging economies, as China an.lttds difficult to ask those economies to stop
their development as much as to accept less emgnhprotection policies.

The main reason of the fiscal efficiency in enesggtor is given by the relatively inelastic energy
supply and demand, comparing with other commoditesl by the behaviour of energy products
consumer, that is more sensitive to a tax charge arproducer price change.

Energy tax policy and environmental settlements faig challenges, mostly because generally tax is a
continuous issue for business and environmentdleseints enforce redesign business activity in
order to implement them.

The objectives of energy taxation is threefoldeintlise environmental costs, achieve environmental
goals and raise revenue, of course taking accdwther policy purposes.

Our study emphasize, using only statistical deseapmethod, that the weight of tax in energy final
price has considerable increased in the last twgetrs®, distant relative much faster than the
increment of supply price. So that we can statestiergy supply price rise (for oil and gas products
is given mostly by the new tax levels and less fmgpcers behaviour on the market.

The most significant reason of energy tax risingngironmental protection, but it is to presentain
further study that we develop, how much this i¢ythappened, seeing that by now the energy taxes
are contributing especially to bring governmenerases, more than other taxes.

Even if it is widely accepted that a proper endegypolicy leads to pollution decrease and it iskn
that almost all developed economies accuse thegamgecountries for the lack of environmental
policies, we have to note that not all industriedizcountries promote a high level of energy tax in
order to diminish the energy consumption (and vweeraferring here to oil and natural gas products
consumption).

The United States, for example, does not imposstantal broad-based taxes on energy inputs, and it
taxes highway motor fuels at a much lower rate thasther major economies. US politicians prefer
tax subsidies (which provide visible benefits teritfiable groups and impose widely diffused costs
on others) to energy tax increases (which imposiblei costs on identifiable groups to produce widel
diffused benefits for others). The USA approachexplain by their idea that tax incentives for
alternative fuels and technologies are less cdstife ways of achieving energy and environmental
policy goals than are taxes on fossil fuels.

On the opposite pole are positioned the EU cowstiiat have to respect the minimum tax levels
imposed by the European Commission Directive onh@xnonization. The reason of Directive was
initially environmental, but it chases also the @oom Market purposes. As statistics present, all
developed EU economies respect Directive conditiaesession countries being allowed to apply
lower energy tax rates, exemption however limitetine and last now longer than 2012; even so, the
Directive conditions will cause notable unbalanimeghe inside economy of each accession country.

13 particularly for oil and gas products; we did natk®a a concrete study on taxes for renewable erergy is known the
worldwide nations effort to promote new renewabsergy, also through tax incentives.
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