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Existing Vermont Policy and Revenue on Toxic Pesticides and Fertilizers

“Show me the numbers,” reiterates Professor Flomenhoft…

The environmental revenue for pesticides and fertilizers is still too low to have adequate incentive effects that will lead to behavior change here in Vermont.  The existing revenues barely fund the programs necessary for administration, education, certification, registration, and protection enforcement associated with the related chemicals.  Vermont’s chemical revenue standards concentrate on the Environmental Protection Agency’s (EPA) policy, which is closest to a disincentive tax yet even these are only pseudo cost-covering.   I strongly agree with environmentalists and health care managers that Vermont policy must support prohibition on the discharging of toxic substances that harm the environment and/or any life. The onus of a safe discharge properly belongs to the producer of the discharge.   To put into place any of the “Polluter Pays Principles” on chemicals, combined with other fiscal transactions, poses a real challenge to state politicians and Green Tax advocates. What’s next…rewrite policy to gain attention?  

Vermont received its authority to assess pesticide and fertilizer fees as a result of the Department of Agriculture’s Federal Insecticide, Fungicide, and Rodenticide Act The fees were implemented under the guidance of two EPA entities, namely the Office of Pollution Prevention and Toxic Substances (OPPTS) and the Office of Pesticide Programs (OPP).  

The OPP only promotes pollution prevention via dissemination of information focused on: a) controlling industrial pollution, b) providing for safer chemicals through a combination of regulatory and voluntary efforts, c) minimizing risk reduction to existing substances such as lead, asbestos, dioxin, and polychlorinated biphenyls and; d) providing public understanding of chemical risks to the broadest audience possible. The OPP does not promote a particular levy as a way to change behavior or internalize costs.  One of the OPP's programs is the Pesticide Environmental Stewardship Program, which is a voluntary private and public partnership dedicated to reducing pesticide use and risk.  Another is the Consumer Labeling Initiative, which makes available basic hazard data on over 2,000 chemicals used in high volume and of particular concern to children's health.  

The OPPTS, on the other hand, works on a wide range of pesticide topics and issues with primary responsibility of controlling industrial pollution at its source and assuring chemicals made available for sale and use in the United States do not pose any adverse risks to human health or the environment.  The OPPTS develops and sponsors environmental legislation governing: a) lead exposure, b) asbestos emergency response, c) radon abatement and d) the control of toxic substances, more specifically, Polychlorinated Biphenyls (PCBs).  PCBs are a mixture of individual chemicals, which are no longer produced in the United States, but are still found in the environment and managed under “Superfund.”  A variety of health effects have been associated with exposure to PCBs including neurobehavioral and immunological changes in children and cancer in animals.  Despite the gains evidenced by the OPPTS, the Federal Government is still modest in imposing levies and Vermont can take more of a pioneering role. 

Considering the potential injurious health effects that chemicals may be inflicting on Vermont’s environment and public health, policymakers need to be looking into the future to protect public interest.  The “Superfunds” excise tax, which Vermont levies, is a good example of catching these chemicals “downstream.”  Also, Vermont currently offers a “Brownfield’s Property Tax Exemption” under the redevelopment of contaminated properties program whereby companies or developers may apply for a ten-year exemption from a portion of state education property tax on real property eligible.  I understand there have been few applications for this exemption due to the understandable risks of backlash liabilities or possible law suits.  Today’s producers still do not assume enough responsibility to reflect the costs to society as the internalization theory recommends.  

Since corporations mostly self-regulate when it comes to environmental protection, they are not sustaining the additional costs to prevent damage to externalities and they will continue to be “free riders” until federal or state regulations demand differently. Therefore, because corporations have, in the past, undermined environmental damage, policy change and levies will ensure environmental and pubic health protection.  Vermont demonstrates quasi-Pigouvian thinking in the current pesticide and fertilizer fee system; pollution is an externality cost, the environment and public suffer from the pollution damages and companies are charged fees associated with the specific chemicals in the products manufactured. 

The cost-internalization and/or the behavior approach are both based in Pigouvian concepts and are apropos for expanding Vermont’s current fees as a disincentive to continue the corporate criticized behavior. If Vermont considers an increased fee rate as an incentive to effect behavior change it would be important to consider the percentage of people desired to reduce their purchases and confirm availability of more environmentally preferred solutions. There are no current pesticide or fertilizer fees in place as incentives.  In Vermont, the company license & application fees for pesticide dealers’ total $41,000 and fertilizer product registration fees at a rate of $15.00 per nutrient, with a maximum of $105.00 per dealer, total $136,000. Vermont’s current cost-covering approach generates annual fees of roughly $932,000, not even enough to cover the direct programming and administration costs.  

Several years after the European Union adjusted their environmental law, “ecotaxes” were introduced as a method to narrow application of environmental taxes on a specific field i.e. some pesticides, glues, inks, disposable camera, batteries, solvents and some drink containers. “Ecotaxes” are assimilated to excise duties on the above-mentioned products when they are released for consumption because these products are considered environmentally hazardous.  “Release for consumption” is defined in the Critical Issues in Environmental Taxation by Milne, as a means of supply to retailers, products from companies liable to registration in accordance with stipulations laid down by the Minister of Finance, except where the manufacturer already satisfied the hazardous liabilities laid down ( with the importer.  This “ecotax” is conceptually being used in Vermont through the product registration fees.  For example, when Lehn & Fink wants to sell “Lysol” in Vermont they pay an annual $75.00 registration fee to retail that product. Vermont pesticide product fees currently are $75.00 per product producing an annual total of $727,500.  Surprisingly, pesticides maybe found in a whole array of household products.  Taxes on pesticides are levied in a few European countries usually as an incentive charge.  At present there is very little experience in Europe that is useful in evaluating the economic and environmental effects.  The fertilizer tax in Europe was introduced as a cost-covering charge, which suggests it contributes moderately to reductions in the use of these products, similar to Vermont’s fertilizer tonnage tax at $.25/per ton, with a minimum of $50.00 per distributor, totaling $27,600 annual. This covers annual inspections.

The reformers of Tax Reform That Agrees with Vermont suggest removing the 5% sales tax exemption on pesticides and fertilizers used for farming and introduce tax credits and/or financial subsides to assist farmers to move toward organic farming.  In 2003 the exempted sales for agriculture fertilizers, accounted for a sales tax loss of $39,512.00 (applying this year’s retail tonnage charge with last year’s sales reported).  The question is what would it cost to adequately capitalize an incentive program as suggested for the farmers?  A Middlebury fertilizer and pesticide distributor believes the exempted pesticide tax loss is equal to the exempted fertilizer loss because spraying costs are greater at about $50.00 an acre for pesticides, and fertilizer fees account for about $30.00 an acre. The pesticide revenues (mostly herbicides) are sold as a service product because they are sprayed on fields making this harder to figure out verses fertilizer, which is sold as a product by the ton.  In Vermont, herbicides are more regulated than fertilizers, since the chemicals are more damaging, therefore fewer distributors invest in the necessary permits and licensing fees.  Since the general opinion of a Vermont farmer is that Vermont Legislators are liberal with an agenda to put the dairy farmers out of business, more thought is needed before a serious recommendation can be made.

In essence, Vermont’s policymakers have followed EPA standards and criteria where pesticide and fertilizer fees are concerned.  Vermont’s current environmental taxes/fees on pesticides and fertilizers are effective to the point that they access a small source of revenue to almost fund their direct costs yet have nothing left over for a contribution to a specific environmental purpose. Currently, they are ineffective as an incentive function for behavior change.  However, it was never the EPA’s goal to create behavior change.  It has been the European Environmental Agency experience that, “There are no similar quantification of negative environmental externalities for agriculture like there is for transport and energy though a preliminary estimation that indicates considerable costs due to pesticides and fertilizer use.” 

Presently, Vermont’s mission with green tax design is to protect existing industries, especially ones that are labor intensive.  It will be important to allow these industries time to adopt new technologies. The best system Vermont could learn from is in Denmark where their planning has been very effective as an “eco-tax” system and has contributed to competitiveness with emerging markets for renewable energies and eco-efficient goods and services. There are two major questions left to research before the Fair Tax Coalition moves forward: 1) are pesticides and fertilizers able to create a large enough share of the environmental total tax revenue to spend time planning and developing a complex environmental tax when the total tax revenue is currently so small? 2) How will the taxes affect the individual industries? If Vermont’s fiscal policymakers decide to develop a comprehensive environmental tax infrastructure, I suggest a gradient tax infrastructure for toxic chemicals.

Bibliography

Durning, Gauman.  Tax Shift. Northwest Environmental Watch. April 1998.

Hausauer, Brenda. Tax Reform that Agrees with Vermont. Vermont Fair Tax Coalition, March 1999.

European Environment Agency. Environmental Taxes, Recent Developments in Tools for Integration. Copenhagen. 2000.

Milne, Janet. “Environmental Taxation: Why Theory Matters,” in Janet Milne et al., editors, Critical Issues in Environmental Taxation: International and Comparative Perspectives, Vol.1 (Richmond Tax & Law 2003), pp.1-26.

Personal conversation with John Stein, Environmental Engineer, Vermont Department of Agriculture 10/04. 

Personal conversation with Tony Lawrence, clerical support, Vermont Department of Agriculture 10/04. 

Personal conversation with James Leland, Agriculture Chemical Program Supervisor, Vermont Department of Agriculture 10/04. 

Personal conversation with Kurt Anechiaricho, Sales, Bourdeau Bros. Middlebury, Vermont 10/04. 

U.S. Environmental Agency, Office of Prevention, Pesticides and Toxic Substances. www.epa.gov/opptintr/opptabt.htm 

Vermont Department of Agriculture, Permits and Regulations.  http://www.thinkvermont.com/permits/vda.cfm
PAGE  
4

