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& OECD country with high inequality

& about 3.8 tons of GHG emissions per capita

& General Law on Climate Change passed in 2012

& Lays the ground for market-based instruments



Carbon tax

& Introduced 1n 2014
& Revenues go to state budget

& Initial price MXN$ 39.8 per tCO2, annually adjusted for
inflation

& Reduction of 1.8 million tCO2 per year compared to a scenario
without a carbon tax



ElS

& 2020-2021: pilot phase
& 2022: transitional phase
& From 2023 onwards: operational phase

® Reduction of 1% of emissions in covered sectors this year



Interaction and incentive

& Interaction: overlapping parts of the economy carbon tax as
minimum price for the ETS, no carbon tax exemption for ETS
participation

& Incentive for ETS participation:

& To have a say 1n 1ts design

& Compliance: non-compliant entities in pilot phase receive fewer
allowances 1n operational phase



Initial vs. approved carbon tax
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Forgone public revenue

as 1dentified in Mexico’s self-review of national fossil fuel subsidies
(USD muillions)

Consumption subsidies for gasoline and diesel 2,833 0
Consumption subsidies for LPG 493 0

Tax benefit for gasoline consumption in the 81 289 705
northern border

Fossil fuel subsidies and tax expenditures related to 245 63 171
gasoline and diesel used in agriculture and fishing

Diesel excise tax credit, public transport 0 0 810

Diesel excise tax credit, industrial machinery 0 0 376
other than transportation

Diesel excise tax credit, fisheries machinery 65
including vessels

Diesel excise tax credit, farming machinery

Source: G20, 2017




”We are the most important company 1n Mexico, the largest tax
contributor to the Mexican government...” (PEMEX, 2020)

Contributions to public revenue in %, 1991-2015
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Conclusion

The environmental effectiveness of the carbon tax

and (most likely) the ETS, are compromised by the
fossil fuel dependence of the Mexican state.
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