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1. Introduction  

The purpose of this paper is to follow on from the two discussions on environmental taxation at 

Meeting 4 and Meeting 11.   

It is intended to provide the basis for a draft chapter and to pave the way for recommendations the 

Commission will ultimately make in the area of environmental taxation.  

 

2. Items of general consensus  

This section sets out headline points of general consensus among Commission members to date.  

These are presented for confirmation or further discussion as appropriate.    

 

2.1 Role of tax  

The Commission recognises that tax is not the only policy lever to achieve climate targets and 

considers the use of tax incentives should be limited.   

The Commission is of the view that the focus of any environmental tax policy measures should be on 

behaviour change where appropriate while noting the importance of environmental tax receipts for 

fiscal sustainability in the medium to long term. 

 

2.2 Timing of carbon tax increases  

The Commission agrees that the phased introduction and increase in the Carbon Tax over time to €100 

per tonne by 2030 as set out in current legislation is appropriate. 

 

2.3 Removal of tax fossil fuel subsidies 

In order to achieve de-carbonisation at the lowest possible cost, it is important that there is consistent 

pricing of carbon. In respect of fuels, tax policy should support pricing of products in line with the 

amount of carbon they contain. Therefore, the Commission supports the principle that implicit tax 

fossil fuel subsidies should be removed on a phased basis over time. Those most environmentally 

harmful tax fossil fuel subsidies should be prioritised for removal along with those with viable 

alternatives.   
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The negative impact at household level should be mitigated where possible by the measures to 

support a just transition.  It is important to mindful of the impact on enterprise, particularly where 

viable alternatives do not yet exist. 

 

2.4 Equalisation of excise on auto-diesel and petrol 

The Commission supports the immediate equalisation of the rate of excise on auto-diesel and petrol 

– or at a minimum equalisation on a short term basis.  

This is subject to confirmation of the impact on annual Exchequer yield from such equalisation and 

further information on experience of such a move internationally. 

On a post-Budget 2022 basis1, the estimated yield from increasing the rate on diesel to match the 

current rate of petrol is an additional €400 million per annum (including both additional Excise duty 

and VAT). This equalisation cost estimate does not include the removal of the Marked Gas Oil or Diesel 

Rebate schemes which could remain in place (and phased out over the longer term as outlined in 2.3 

above).  

Both the UK and Belgium have equalised the rate of tax applied to both petrol and diesel. Belgium 

introduced the measures on a phased basis over three years (2016 -2018) during which time the rate 

on petrol was decreased as well as the rate on diesel being increased.  The policy rationale for this 

measure in Belgium was to address air pollution (in particular NOX emissions) and congestion.  

 

2.5   Just transition 

 The Commission recognises that tax changes to support compliance with emission reductions targets 

should be done in a fair and inclusive manner across the economy and society as part of a just 

transition.  

  

                                                           
1 Revenue Ready Reckoner, November 2021 

https://www.revenue.ie/en/corporate/documents/statistics/ready-reckoner.pdf
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3. Further information sought  

This section sets out further information requested by the Commission on a number of topics for 

further consideration and discussion.  

 

3.1 Alternatives to current motor tax regime 

As previously indicated, taxes from motor vehicles and motor vehicle fuel provide significant revenues 

to the Exchequer. However, with increased use of electric vehicles, and in the absence of further 

reform this may decline, resulting in an estimated loss of revenue to the Exchequer of approximately 

€1.5 billion annually (including motor tax, VAT, and fuel excise).2  

A number of measures have been identified which could potentially provide additional sources of tax 

revenue from motoring and which could be introduced alongside or as an alternative to a revised 

motor tax and vehicle registration tax (VRT) regime. These are set out in more detail below.  

3.1.1 Road usage (distance) 

Road usage charges are applied based on the distance driven, with a higher charge for a higher 

mileage/number of kilometres.  Road usage charges may be applied to private passenger vehicles and 

to goods vehicles (LGVs and HGVs) separately.  

The environmental rationale for road usage charges is that the greater a distance travelled the more 

total greenhouse gas emissions a vehicle will release. This rationale is in line with the polluter pays 

principle. However, even when cars are low or zero emitting, there is also a non-environmental 

rationale for road usage charges that will remain valid. This is that road usage charges contribute to 

the cost of building and maintaining the road infrastructure and can also be used to address other 

well-recognised negative externalities associated with road usage.   

It is likely that distance based road usage charges would have a greater effect on those living in rural 

areas as they are more likely to be reliant on cars and need to undertake longer journeys - frequently 

without the option of public transport.  

There are a number of ways in which road usage charges could be calculated3:  

 based on odometer readings 

                                                           
2 DPER Spending Review 2019 Incentives for personal Electric Vehicle purchase (August 2019) 
3 https://itif.org/publications/2019/04/22/policymakers-guide-road-user-charges  

https://assets.gov.ie/25107/eb5a541e3b614c94a3e47c8d068e72c9.pdf
https://itif.org/publications/2019/04/22/policymakers-guide-road-user-charges
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 using automatic vehicle identification devices (similar to what is already in place with toll

bridges)

 equipping on-board units in cars with a GPS chip which bases the distance on the actual road

that has been travelled on.

It is reasonable to suggest that the technology required to implement a road usage charge in Ireland 

already exists and is widely used, albeit for other purposes to date.4  

As referenced in the paper presented at Meeting 11 in Appendix 4, a number of EU Member States 

already have road usage fees in place, based on distance travelled, including Belgium, Estonia, 

Germany, Hungary, Lithuania and Sweden.  For example, in Belgium5 this fee is a toll on motorways 

and several regional and municipal roads. The tolled road network and applicable tariffs are set by the 

three regions (Flanders, Wallonia and Brussels-Capital). The fee applies to heavy goods vehicles and 

semi-trailer tractors and can be paid by using an ‘On Board Unit’ which uses satellite signals and 

calculates the toll to be paid, based on the number of kilometres driven, the type of road and features 

of the vehicle (weight and Euro Emission Class).   

The timing of the introduction of mileage-based taxes will require judgment.  At the moment, there is 

an emphasis on incentivising the purchase of electric vehicles.  At some point, however, there will be 

a requirement to begin replacing revenues from excise on fuels on a gradual basis.  An early decision 

on the technology to be used to collect the tax, however, would be advantageous.  The issue of 

technology also arises in respect of collection charges. 

3.1.2 Congestion charges 

Congestion charges generally apply to the use of roads in cities and exist in cities such as London, 

Stockholm and Milan and are more likely to affect those living in cities and urban areas. These 

were introduced in the paper presented at Meeting 11 (for more detail see the paper on 

environmental taxes Section 3.3.7 at page 25).  

While congestion charges do have an environmental policy objective of aiming to reduce the amount 

of cars and congestion on the road and in particular the associated effect of pollutants on air quality, 

they also have an important social policy objective in terms of improving the quality of life of people. 

4 For example, GPS trackers in mobile phones and wearable devices; recognition of licence registrations by speed 
cameras; apps and electronic tags for toll bridges.  
5 https://www.satellic.be/belgian-kilometre-charging-system  

https://cotw.decisiontime.online/meeting/71828?document=646022&page=24&agenda_item=695564
https://www.satellic.be/belgian-kilometre-charging-system
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Congestion has been shown to have a negative impact on people’s quality of life, particularly when 

experienced as part of a regular commute to work.6  

In the case of Ireland, four counties with the largest number of private cars, are Dublin, Cork, Galway 

and Kildare.7 These are also the four counties with the highest number of goods vehicles. The 

Department of Transport Five Cities Demand Management Study proposes the introduction of 

congestion charges in Dublin and Cork by 2025.8 It also notes the potential to integrate a congestion 

charge zone with a low emissions zone (referencing Oslo as an example).  

The study notes the positive outcomes of congestion charges in London, Stockholm, Gothenburg, 

Milan, Singapore and Trondheim with reduction of traffic, airborne pollutants and road accidents, and 

an increase in cycling and walking.  

The introduction of a congestion charge zone would require significant infrastructure and investment. 

However, the modelled results indicate that a congestion charge would have a positive effect in Dublin 

in particular, for example, reductions in car travel time within the City core by nearly a third. The 

modelled results for Cork are more mixed. Additionally, the modelled results indicate that there would 

be a significant reduction in pollutants that affect air quality within the city core of both Dublin and 

Cork as well as increased levels of walking and cycling, and use of public transport. 

In conjunction with congestion charges, to facilitate a viable and meaningful change in behaviour and 

reduction in emissions, alternatives to driving in cities should be improved including improved public 

transport services, and easier, more accessible and safe options for cycling and walking for 

undertaking shorter journeys.  

3.1.3 Flat annual charge (charge on car ownership) 

The current annual motor vehicle tax in Ireland is emissions based (for vehicles registered after July 

2008) resulting in a higher level of tax paid by higher emitting vehicles. There are 13 bands of carbon 

dioxide emissions and different rates for each - ranging from €120 per year for the lowest emitting 

vehicles to €2,350 for the highest emitting vehicles - with goods vehicles charged based on their 

weight.9 However, as the majority of vehicles registered in respect of which motor tax is paid become 

low or zero emitting and fit within a narrow range of emissions bands the design of motor vehicle tax 

                                                           
6 IGEES The Costs of Congestions An Analysis of the Greater Dublin Area (July 2017); EU Quality of Life Survey 
2016 this found that those living in Dublin have the fifth longest commuting times in the EU (after Budapest, 
Paris, London and Amsterdam) with an average of 60 minutes commuting a day.    
7 CSO Road Transport Omnibus (2020)  
8 Department of Transport Five Cities Demand Management Study (November 2021) 
9 See Department of Transport Motor Tax Rates (updated October 2021)  

https://assets.gov.ie/19169/7c2814f5572d4ec7874a034fb0e72bea.pdf
https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef_document/ef1733en.pdf
https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef_document/ef1733en.pdf
https://www.cso.ie/en/releasesandpublications/ep/p-tranom/transportomnibus2020/roadtrafficvolumes/
https://www.gov.ie/en/publication/c6571-five-cities-demand-management-study/
https://www.gov.ie/en/publication/41c9cc-motor-tax-rates/#motor-tax-rates-2021
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may no longer function effectively as a revenue raiser and, without action, motor tax revenues could  

significantly reduce.  

Alternative bases for imposing a recurring charge on motor vehicles could include engine size, weight, 

age or mileage (as referenced in 3.1.1 above).  

Most EU Member States impose some charge on car ownership on a recurring basis.10  While many 

base this charge on the carbon dioxide emissions of the vehicle – similar to Ireland, some combine this 

with other criteria. These other criteria include11:  

 Engine power (kW) (Austria, Bulgaria, Croatia, France, Italy, Latvia, Spain) 

 Engine size/capacity (Austria, Bulgaria, Czech Republic, Greece, Hungary, Latvia) 

 Fuel consumption (Denmark) 

 Fuel type (Belgium, Finland, Italy, Netherlands, Sweden) 

 Weight (Denmark, Finland, Latvia, Netherlands) 

 Cylinder capacity (Belgium, Luxembourg, Portugal, Romania, Slovakia) 

 Age of the vehicle (Bulgaria, Croatia, Hungary, Malta, Slovakia) 

 Emissions standards (Belgium, Bulgaria, Italy) 

3.1.4 Vehicle Registration Tax (VRT) reform 

The VRT has recently changed, as outlined in the paper presented at Meeting 11, so that it is based on 

the level of carbon dioxide emissions of the vehicle.  However, in the long term, when the majority of, 

if not all, vehicles are low or zero emitting, as outlined above in the case of motor tax, an emission 

based VRT may no longer function effectively and revenues could significantly reduce.  

Alternative bases for imposing VRT include a simple flat registration fee for all vehicles, or alternatively 

engine size, weight, age, or mileage.  

Most EU Member States (except Sweden) have some form of charge upon the purchase and 

registration of a vehicle – with some, like Ireland, basing it on the carbon dioxide emissions of the 

vehicle. Other criteria used include12:  

 Cylinder capacity (Belgium)  

 Age (Belgium, Slovakia) 

                                                           
10 Estonia, Lithuania, Poland and Slovenia do not. 
11 See ACEA Tax Guide 2021 here 
12 See ACEA Tax Guide 2021 here 

https://www.acea.auto/files/ACEA_Tax_Guide_2021.pdf
https://www.acea.auto/files/ACEA_Tax_Guide_2021.pdf
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 Flat fee for Licence Plates (Bulgaria) 

 Flat registration fee (Czech Republic, Estonia, Germany, Italy, Latvia, Poland, Portugal, 

Romania) 

 Vehicle type (Italy, Lithuania) 

 Cylinder capacity (Cyprus, Poland, Portugal) 

 Engine power (Italy, Slovakia, Slovenia) 

 Fuel type Croatia, Slovenia) 

 Fuel efficiency (Netherlands) 

 Value of vehicle (Croatia, Finland, Greece, Slovakia) 

3.1.5 Emissions based VRT for commercial vehicles  

Currently there is no emissions based charge for commercial vehicles in Ireland either on a once off 

registration basis or an on-going basis through annual motor tax. 

As referenced in the previous paper presented at Meeting 11 (available here), the Department of 

Finance Tax Strategy Group paper13 sets out two possible options for an emissions based VRT system 

for commercial vehicles:  

 A banded system 

Creation of a rates table that determines a vehicles’ VRT based on carbon dioxide emissions 

e.g. three bands, anything over 150g/km at 15%, 120 – 149g/km is 13.3% and discounted rate 

of 11% for anything below 120g/km.  

 Discounting only  

Provision of relief of VRT similar to that for EVs to low emissions vans. This option recognises 

there are few alternatives to larger vans to meet business needs. This option would include 

retaining the 13.3% rate of VRT on the original market selling price (OMSP) but align the rates 

with the passenger car regime.  

As also previously indicated, the Climate Action Plan 2021 commits to examining the introduction of 

an emissions-based tax regime for light goods vehicles.  

                                                           
13 Department of Finance Tax Strategy Group Paper TSG 21 - 09 Climate Action and Tax (September 2021) 

https://www.gov.ie/en/collection/d6bc7-budget-2022-tax-strategy-group-papers/


20220128_WP_EnvirTax_FINAL 

 

9 

Other European Member States impose recurring motor tax type charges on the ownership of 

commercial vehicles. Some member States impose such charges based on the emissions of 

commercial vehicles, including Belgium, Cyprus, Denmark and Malta), others impose charges on 

commercial vehicles on the basis of different criteria, including14: 

 Weight (including gross vehicle weight and maximum permissible weight) (Austria, Belgium, 

Bulgaria, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Italy, Latvia, 

Lithuania, Luxembourg. Netherlands, Poland, Romania, Slovakia, Sweden) 

 Fuel type (Belgium, Sweden) 

 Emissions standards (Belgium, Hungary) 

 Number of axels (Bulgaria, Denmark, Estonia, Finland, France, Italy, Latvia, Lithuania, 

Luxembourg, Netherlands, Poland, Romania, Slovakia, Sweden) 

 Suspension type (Bulgaria, Estonia, France, Italy, Latvia, Lithuania, Luxembourg) 

 Number of seats (for buses) (Bulgaria, Greece) 

 Engine power (Croatia) 

 Age  (Croatia, Malta) 

 Fuel consumption (Denmark) 

 Payload (Spain) 

 

3.2 Taxation of electricity consumption 

As outlined in Meeting 11, there is potentially scope to gain additional revenue by increasing the rates 

of tax on electricity, which are currently comparatively low overall by international standards.   

The Commission may wish to adopt a position on whether there should be an increase in the rate of 

tax on electricity overall. In addition, it may wish to agree on the appropriate timing for any potential 

increase in the rate of tax on electricity overall. 

3.2.1 Principle and timing of changes to tax on electricity   

Encouraging electrification is a core policy for emissions reduction as the energy used to power 

electricity may be generated from renewable sources.   

                                                           
14 See ACEA Tax Guide 2021 here 

https://www.acea.auto/files/ACEA_Tax_Guide_2021.pdf
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The tax treatment of electricity could influence the decision to adopt electric options, such as electric 

vehicles and heat pumps.  In addition applying a lower rate of VAT or excise (or both) to electricity 

than is applied to other power sources could incentivise the uptake of electric options that are 

considered desirable from a climate perspective.  

When tax is used to incentivise behaviour, it is considered best practice for such incentives not to have 

an indefinite duration.  Accordingly, the Commission may wish to consider whether the continuation 

of the current lower tax treatment of electricity (both excise and VAT) remains appropriate when 

taken together with the other (non-tax) measures that are in place to encourage electrification15. This 

may impact the sustainability of tax receipts as electrification reduces the reliance on more traditional 

sources of energy which have a higher rate of excise than electricity (for example). 

A further consideration in the timing of changes to tax on electricity is that it may be harder to increase 

the level of taxation in the future if households and businesses change their behaviour – as 

encouraged by policy - and come to expect the continuation of the current levels of taxation as a result 

of that policy direction.   

3.2.2 Impacts: taxation of electricity consumption by households 

At meeting 11 it was noted that the EU Commission’s proposed revision to the Energy Tax Directive 

could lead to the removal of the current relief from excise on electricity used by households.  Such a 

change could be introduced in advance of being mandated by a Directive (assuming it is ultimately 

approved by Member States). 

Such a move would need to be considered in the context of the impact the resultant increase in the 

price of electricity could have on households, recalling that lower income households in Ireland 

typically pay proportionately more of their income towards basic needs such as energy in the home. 

The following table sets out the impact the removal of the excise relief and other changes could have 

on the “average household”, based on the average annual household usage of electricity is 4,200 

kWh16 alongside the estimated additional annual Exchequer yield from each change. 

 

 

                                                           
15 Noting  that the Climate Action Plan commits to up to supporting the uptake of up to 1 million electric vehicles, 
the installation of 680,000 renewable energy sources in residential buildings, and the retrofitting of half a million 
homes by 2030 
16 Review of Typical Domestic Consumption Values for Electricity and Gas Customers  
https://www.cru.ie/wp-content/uploads/2017/07/CER17042-Review-of-Typical-Consumption-Figures-
Decision-Paper-1.pdf   

https://www.cru.ie/wp-content/uploads/2017/07/CER17042-Review-of-Typical-Consumption-Figures-Decision-Paper-1.pdf
https://www.cru.ie/wp-content/uploads/2017/07/CER17042-Review-of-Typical-Consumption-Figures-Decision-Paper-1.pdf
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Table 1  Estimated additional annual yield from removing the electricity tax household relief at 
current and increased rates of excise applied to electricity  

Rate Estimated Additional Yield to the 

Exchequer  

Estimated Impact (VAT 

inclusive)  

Removal of current relief €3.5 million €4.77 

Removal of relief and increase to 

€2 per MWh 

€7 million €9.53 

Removal of relief and increase to 

€5 per MWh 

€17.5 million €23.84 

Removal of relief and increase to 

€10 per MWh 

€35 million €47.67 

Source: Department of Finance Tax Strategy Group Paper TSG 21 - 09 Climate Action and Tax (September 2021) 

 

3.3 Taxation of water consumption 

Ireland is an outlier in international terms by not imposing tariffs or charges on water use and 

consumption.17  

There are two separate but complementary and related rationales for the taxation of household water 

consumption. The first is grounded purely in terms of revenue raising and public spending. This was 

the basis for the 2009 Commission on Taxation and Welfare recommendation that water charges 

should be introduced. In addition to providing for the costs and public services associated with the 

provision of clean water, water infrastructure, and water treatment and supply, water charges can 

raise important tax revenue for the Exchequer overall.  

The second is that water is an important natural resource and the taxation of consumption incentivises 

its efficient use, and places a cost on excessive and wasteful use. Additionally, there is a public cost 

saving element to conservation of water as water that is used must be treated.  

From a policy perspective, it may be useful to distinguish between basic use and excessive use.  Access 

to clean water is considered an important human right and should be affordable and available to all 

individuals living in the State as a basic necessity.18  Consequently, there is an argument that it is only 

excessive consumption that should be targeted by the taxation system to promote conservation.  

                                                           
17 https://www.globalwaterintel.com/products-and-services/market-research-reports/tariff-survey-2020 << 
need access to this.  
18 Water is recognised as such by the United Nations.  

https://www.gov.ie/en/collection/d6bc7-budget-2022-tax-strategy-group-papers/
https://www.globalwaterintel.com/products-and-services/market-research-reports/tariff-survey-2020
https://www.unwater.org/water-facts/human-rights/
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When water charges were previously introduced they applied to non-domestic users as well and there 

were commercial rates of water charges.19 This was to recognise that businesses generally use 

considerably more resources, including both water and electricity, and that this should be reflected in 

the cost of doing business.  Unlike in the case of private domestic consumption it is not a necessity in 

the same manner.  

 

3.4 Excise standardisation  

The equalisation of excise on petrol and auto-diesel has been discussed.  

As discussed at Meeting 4 and Meeting 11, a lower rate of excise is applied to a range of other fuels.  

The Commission may wish to consider how the rate of excise on fuel should be standardised more 

generally.  This could include consideration of which fuels are appropriate, what the benchmark excise 

rate should be and the timing of any such changes. 

3.4.1 Excise and carbon pricing 

Mineral oil tax currently comprises of two charges on mineral oils - excise and the carbon tax.20  The 

unequal application of excise rates across fuel types undermines the policy objective of the carbon tax 

– which is to ensure that the price for the product reflects the levels of emissions of carbon from each 

fuel type and consequently encourage behaviour change to reduce emissions. 

Standardisation of the rate of excise on all fuels would result in the price differential being determined 

solely by the amount of carbon emitted and would result in more accurate carbon pricing.  

Such standardisation could be done by equalising the rate on all fuels with the current rate of excise 

on unleaded petrol as the benchmark. 

 

 

 

 

 

 

 

                                                           
19 For more information on water chargers for businesses see here. 
20 Revenue Excise Duty Rates Mineral Oil Tax  

https://www.citizensinformation.ie/en/environment/water_and_coasts/water_charges_for_businesses.html
https://www.revenue.ie/en/companies-and-charities/excise-and-licences/excise-duty-rates/mineral-oil-tax.aspx
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3.4.2 Illustrative impact 

Kerosene is a fuel used for home heating and is used in Figure 1 below to illustrate the impact that 

excise equalisation could have on household energy costs.  

 

3.4.3 Timing 

In terms of the timing of the standardisation of the rate of excise on different fuels, the Commission 

may wish consider whether this should be done on a phased basis and, if so, what comments it may 

wish to make about appropriate phasing period 

This is also relevant to the consideration of the timing of changes to the taxation of electricity 

discussed above at section 3.2.1, including the introduction of excise on household electricity 

consumption.  The commitments in the Climate Action Plan are intended to significantly reduce 

reliance on traditional sources of energy for home heating and transport, in favour of more renewable 

sources.  For many households, and as noted above, this will mean moving from kerosene to 

electricity.  A closer alignment of the rates of excise across the various sources of household energy 

could allow the differences in prices to fully reflect the emissions impact, via the carbon tax and allow 

it to work effectively as intended. 

A closer alignment at the appropriate time could also minimise excise receipt volatility that may 

otherwise result from the behaviour change to more renewable sources of energy. 

 

Figure 1:  

Case Study on increasing the rate of excise on kerosene for home heating 

Based on an estimated average annual fuel use of kerosene for home heating of 900 litres per 

year, increasing the rate of excise on kerosene to €541.84 would result in an additional annual 

cost of €487.66, or €40.64 per month per household.1  

This could potentially have a greater impact on lower income households, and the Commission 

may wish to consider this in the context of the just transition.  

The Commission may wish to take account of the proposed measures in the Climate Action Plan 

2021 to move the source of heating of homes from kerosene to heat pumps through the 

proposed installation of 600,000 heat pumps (400,000 in existing buildings). The impact of a 

potential increase in the price of kerosene and associated energy costs could be mitigated if 

households are no longer reliant on it to heat their homes.  
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3.5 City Tax 

City or occupancy taxes (also referred to as bed, room, tourist or transient visitor taxes) are largely 

focused on tourism or accommodation providers, and are typically levied on short term residences in 

paid accommodation. The consumer is responsible for paying these types of taxes, while the 

accommodation facility is responsible for collecting these taxes. 

City Taxes have been introduced across the globe in response to tourism consumption and the 

pressures it places on the provision of public goods.  

Tourists get a short-term benefit from public goods and services such as water and sewerage systems, 

utilities, waste facilities, parks, security and public safety services.  The rationale behind a city tax is to 

contribute to the on-going costs of these which are impacted by tourist use.  Depending on their 

design, such charges may also make the tourism industry more sustainable by providing a revenue 

stream that can improve environmental and economic sustainability as well as improving 

infrastructure.  

3.5.1 Positive and negative impacts of tourism 

Tourism brings many obvious benefits including increased economic activity, providing jobs, and 

infrastructure in areas that might not otherwise benefit from such investment. Tourism also makes a 

significant contribution to the national economy.   

Prior to the pandemic in 2019, out-of-state tourist expenditure in Ireland amounted to €5.6 billion. 

With a further €1.8 billion spent by overseas visitors on fares to Irish carriers. Foreign exchange 

earnings were €7.4 billion.  Domestic tourism expenditure amounted to €2.1 billion, making tourism 

a €9.5 billion industry.21 

There are also a number of negative impacts associated with tourism, including pollution, crowding, 

traffic congestion, littering, exploitation of natural habitats, and use of attractions and amenities. The 

tourism industry also generally overuses water resources.22 Additionally in the case of Ireland, tourism 

is responsible for a large share of aviation traffic.23  

3.5.2 Examples of current City Taxes 

                                                           
21 Fáilte Ireland: Key Tourism Facts 2019 Direct employment in ‘Accommodation and food service activities’, a 
category which includes hotels, restaurants, bars, canteens and catering, was 177,700 in Q3 2019 (7.6% of total 
employment). 
22 In particular, this generates a greater volume of waste water which has to be treated, and can put pressures 
on water supply. 
23 89 percent of tourists arrive into and depart from Ireland by air, 7 percent by sea ferries and 3 percent by land 
(to/from Northern Ireland). Fáilte Ireland: Key Tourism Facts 2019 

https://www.failteireland.ie/FailteIreland/media/WebsiteStructure/Documents/3_Research_Insights/4_Visitor_Insights/KeyTourismFacts_2019.pdf?ext=.pdf
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19 EU Member States apply city taxes, including France (Paris), Italy (Rome), Czech Republic (Prague), 

Hungary (Budapest) and the Netherlands (Amsterdam). Further afield, New York, Los Angeles and 

Dubai also apply city taxes.  Popular tourist cities which do not currently have city taxes such as 

Edinburgh and London24 have been exploring the possibility of implementing such a tax.25 

Most of the cities mentioned have taxes which are levied via the accommodation sector - usually 

charged on the basis of overnight stays in commercial accommodation. In the EU city taxes are 

generally levied at local government level and can therefore vary from city to city even within the 

same country.  

The charges can be broadly divided into four different types as follows:  

 Flat rate per person per night:  fixed charge levied on each individual staying in overnight 

commercially let accommodation regardless of the cost of the accommodation. 

 Flat rate per room per night: a fixed charge on a per room basis that is the same regardless 

of the cost of the accommodation. 

 A percentage of accommodation charge: levy calculated as a portion of the accommodation 

cost of a visitor’s overall bill. 

 Flat rate per night dependent on the quality of accommodation: a flat rate which increases 

incrementally in bands reflecting the quality (star) rating of the accommodation. 

The table below summarises the occupancy tax rates across EU member states with examples of some 

city taxes within member states.  

 

Table 2: City/occupancy tax rates across EU member states 

Country / City Tax Base Tax Rate 
(approx.) 

VAT Rate on 
Hotel 
Accommodation 

Notes 

Austria, 
e.g. Vienna 

% of room rate 
(excluding 10%    
VAT, breakfast, 11% 
flat deduction) 

3.2% 10% Exemptions for minors, 
students, and stays for 
more than 3 months. 
Youth hostels. 

                                                           
24 London Finance Commission (2017) Options for a tourism levy for London 
25 In 2017 Edinburgh City Council began considering a tourist tax for the city - termed a transient visitor levy 
(TVL), and after a public consultation voted, in February 2019, in favour of imposing a levy of £2 per room per 
night.  However, the council cannot implement the tax without legislation from the Scottish government. In the 
meantime the Scottish government completed a public consultation and plans for legislate to allow local 
authorities in Scotland to implement tourist taxes at their own discretion. 

https://www.london.gov.uk/sites/default/files/tourism-levy-for-london-wp83.pdf
https://www.gov.scot/publications/consultation-principles-local-discretionary-transient-visitor-levy-tourist-tax/pages/2/
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Belgium Typically per person, 
per night 

€0.53 – c. 
€4.24 

6% Varies by city. 
Exemptions vary: e.g. 
Antwerp: Children under 
12; 
Ghent: Children under 
18    . 

Belgium,   
e.g. Brussels 
Tourism Tax 

Per unit/room per 
night 

€3.00 - €4.24 6%  

Croatia Per person, per night, 
based on 
grade/category of 
accommodation, and 
season. 

€0.27 - €1.35 13% Varies by municipality; 
seasonal variations. 
Revenues are retained 
by local tourist boards to 
fund their activities. 
50% discount for 12-18 
year olds, youth hostels 
for adults 

France, 
e.g. Paris 
Occupancy Tax 

Per person per night 
based on hotel star 
rating 

€1 (1 star) 
€1.13 (2 star) 
€1.88 (3 star) 
€2.88 (4 star) 
€3.75 (5 star) 
 
(“Palace” 5-
star hotels 
rate is €5 per 
night.) 

10% Includes 10% 
departmental tax, and 
15% Paris Regional tax. 
Exemptions for under 
18s, those in emergency 
or temporary 
accommodation, 
seasonal workers, those 
in premises with rent 
below a rate determined 
by the municipality. 

Germany Either per person, 
per night; or based 
on the room rate. 

€0.25 - €5.00 or 
5 - 7.5% of the 
room rate 
 
E.g. Berlin, 5% 
of room rate 

7% Varies by city. In some 
cities VAT is applied on 
top of this rate. 
Munich does not charge 
a tourist tax. 

Hungary, 
e.g. Budapest 

Per person, per night; 
% of stay (net); % of 
stay (gross) 

4% of room 
rate (net), 4% 
or room rate 
(gross), or 
Per person 
€0.88 - 
€1.41 
[€approx.] 

 Exemptions: minors 

Netherlands e.g. 
Amsterdam  City 
Tax 

% of room rate 7% of room 
rate (excluding 
breakfast) 

9% Payable by non-residents 
of Amsterdam. Also 
charges 
€8 per day, per person 
for cruise passengers; 
66c per passenger on 
canal boat tours. 

Spain 
(Catalonia) A 
tourism tax in 
Spain only 
applies in 
Catalonia and 
the Balearic 

Per person, per night 
for a max of 7 nights. 
Based on category of 
accommodation. 

€0.45 - €2.25 10% Varies between 
Barcelona and ‘rest of 
Catalonia’. 
Money invested on 
tourism infrastructure 
and promotion. 
Exemptions: minors 
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Islands 

Source: European Tourism Association (ETOA) 2019. 

 

3.5.3 Balearic Islands Sustainable Tourism Tax 

In 2016 the Balearic Parliament introduced a Sustainable Tourism Tax. The tax was introduced to help 

fund protection of the environment and to make tourism more sustainable.26 

A rate of 4 euro is applied to tourists staying in luxury hotels, 3 euro for mid-range accommodation, 2 

euro for cruise passengers and cheaper hotels and apartments, and 1 euro per person per day for 

campers and hostel guests. Those under the age of 16 are exempt. 

€270 million euros in revenue from the tax have been raised in the five years 2016-2021.27  

3.5.4 Examples of City Tax exemptions 

As noted in Table 2 above, many cities that apply a city tax incorporate some form of exemption for 

different types of travellers. The most common exemption that is usually available applies to children, 

however the age limit varies from 10 years of age in Rome to 16 years in Lisbon. 

Those taking up emergency accommodation for reasons such as homelessness, personal safety, and 

asylum or for health reasons may also be exempt. 

In some cities an exemption may apply depending on the duration of visit.28 Other cities like Hamburg 

exempt travellers on the basis of the reason for their visit – such as business travellers.  

3.5.5 Tax Treatment of the non-serviced accommodation sector (i.e. Airbnb) in other jurisdictions 

The non-serviced accommodation sector consists of people renting out their own private property 

such as spare rooms in their homes on short lets. It is a relatively new phenomenon driven by the 

internet in particular the Airbnb platform.  

                                                           
26 Govern Illes Balears: Sustainable Tourism Tax Since 2016, 170 sustainable tourism projects have been initiated 
to promote ecotourism, protect the environment, and restore cultural heritage sites in Mallorca, Menorca, Ibiza 
and Formentera. 
27 How the Balearic Eco-Tax protects the environment while preserving the islands’ heritage 
28 Cities like Lisbon and Florence, have a capped charge of 7 nights, and Venice and Verona cap the levy at the 
first 4 nights only. 

https://www.caib.es/sites/impostturisme/en/tax/
https://travelweekly.co.uk/destinations/how-the-balearics-are-protecting-the-environment-while-preserving-the-islands-heritage
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In some cities Airbnb has been included in the scope of the visitor levy with other accommodation 

providers.29 Where this is the case, Airbnb has taken steps to simplify the process of remitting and 

collecting the tax on behalf of the host.  

3.5.6 Impact of taxes on the tourism industry 

Critics of city/tourism taxes often raise a concern that levying a rate on top of other taxes applicable 

to the tourism industry such as VAT, commercial rates, income and corporation tax, air travel duty etc. 

would push prices for incoming tourists beyond those in other countries and cities and make Ireland 

less competitive. Typically, however, the rate per night for City taxes is unlikely to have a material 

impact on the cost of a visit. 

 

  

                                                           
29 For example since 2015 in Amsterdam any traveller who stays in Airbnb hosted accommodation is liable for 
the local city tax. This is also the case in France, Vienna, Florence and Austria. France Tourist Tax and Airbnb; 
Florence Tourist Tax and Airbnb 

https://press.airbnb.com/fr/airbnb-reverse-135-millions-deuros-de-taxe-de-sejour-aux-collectivites-locales-francaises/
https://news.airbnb.com/florence-collects-tourist-tax-via-airbnb-starting-in-january-2018/
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4. Conclusions and questions  

Taking account of the elements discussed in this paper and at previous meetings, views of the 

Commission on the following are invited to inform a draft chapter to be prepared by the secretariat: 

1. Do Members agree to the consensus items set out in section 2?   

Following the additional material presented in Section 3 and taking into account previous 

papers presented and discussions are there other areas of consensus that could form the basis 

for recommendations?   


