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Content

This brief study first explains different concepts of sub-
sidies and looks at Germany's declarations on subsidy 
reduction in the context of international agreements 
such as the Convention on Biological Diversity (CBD). 
In addition, Germany's reporting on subsidies is pre-
sented (Chapters 1 and 2). It then takes stock of which 
environmentally harmful subsidies exist in Germany 
that have a negative impact on biodiversity (Chapter 3). 
Chapter 4 describes in detail examples of particularly 

significant subsidies from the four areas of mining of 
raw materials, agriculture, transport and construction. 
For these, an assessment is made of the extent to which 
they are harmful to biodiversity. In addition, the share 
of these subsidies that is harming biological diversity is 
quantified. 
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Executive Summary 

Climate change, intensive agriculture, the destruction 
and fragmentation of habitats and increasing soil seal-
ing are leading to an ever-increasing decline in biodi-
versity in Germany. 

Environmentally harmful subsidies create economic 
incentives that reward behaviour that is harmful to na-
ture. They thus contribute to the loss of biodiversity. 
The 29 subsidies identified in this analysis have a total 
volume of more than 67 billion euros per year. How-
ever, not all subsidies have a biodiversity damaging ef-
fect as a whole, so that the total volume cannot be 
equated with the biodiversity damaging volume. Im-
portant examples of subsidies are: 

 In resource extraction, many mineral resources are 
exempt from extraction fees and water extraction 
charges. 

 In agriculture, the first pillar of EU agricultural pol-
icy still consists mainly of area-based direct pay-
ments. The reduced VAT rate on animal-based 

food products promotes the consumption of re-
source-intensive foods such as meat, fish, milk and 
eggs. 

 In the transport sector, the travelling allowance 
provides incentives for long commuting distances, 
while company car and privilege for diesel promote 
motorised private transport. 

 The "Baukindergeld" also promotes the land- and 
resource-intensive construction of new single-
family homes on Greenfield sites. 

 In the energy sector, there are numerous exemp-
tions for the industry that directly favour the con-
sumption of fossil fuels or reduce the efficiency of 
electricity consumption. 

For selected subsidies, the biodiversity damaging 
share was quantified and the extent of the damaging 
effect was assessed according to the categories low, 
medium and high (Table 1). The criteria for this were the 
causality between subsidy and biodiversity loss, the 
area impact, the impact intensity and the duration of 
the intervention. 

 

Table 1:  Assessment of the biodiversity damaging effect of selected subsidies 

Subsidy 
Subsidy volume Biodiversity damaging share Extent of the damaging 

effect 

Billion euros p.a.  Billion euros p.a.  

Discounts from the extraction levy 0.63 completly 0.63  medium 

Common Agricultural Policy (CAP), 
first pillar* 4.85 predominantly 3.39 – 4.85* high 

Reduced VAT rate on animal-based 
products 

5.2 completly 5.20  high 

Travelling allowance 4.8 partially 2.40 – 3.36  high 

"Baukindergeld" 1.0 partially 0.265** high 

Source:  own representation * The environmental and nature-damaging effects of CAP subsidies, especially of the first pillar, have repeatedly been 
the subject of numerous studies and are therefore not considered in detail here. The biodiversity-damaging share is given as a range without 
and with greening measures (no own quantification). ** proportionate funding volume divided by duration (10 years)  

 

The VAT reduction on animal-based food products 
scores poorly in all categories: the subsidy as a whole 
is harmful to biodiversity, it has a high annual subsidy 
volume, and it has a particularly damaging effect on 
biodiversity by giving meat, fish, milk and eggs a tax 
advantage over plant-based alternatives. 

The travelling allowance also has a strongly damag-
ing effect: the reason for this is the high volume of 
subsidies and the numerous negative consequences 
of road traffic, but also of urban sprawl on biodiversity.  

In the case of the "Baukindergeld", the share that 
promotes new buildings, especially outside the es-
tablished settlement core, has a negative effect on 

biodiversity. However, the financial scope is smaller 
than that of the VAT reduction and the travelling al-
lowance.  

The discounts from the extraction levy for mineral 
resources are also lower in financial terms. Neverthe-
less, the extraction of raw materials at the site of in-
tervention often has serious consequences for flora 
and fauna, and the use of raw materials should there-
fore be as efficient as possible.  
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1 Current Situation: Biodiversity 
Damaging Subsidies and Targets 
for Reduction 

Next to climate change, the decline of biodiversity is 
the most pressing environmental problem of our time 
(cf. Dasgupta 2021). In Germany, too, biodiversity has 
been declining for decades. The decline in insects is 
particularly striking (cf. Seibold et al. 2019). Only re-
cently, however, a comprehensive evaluation also 
showed a decline in over 70% of plant species (Eichen-
berg et al. 2020). Biodiversity is not only the quantita-
tive number of plants and animals of a species, but 
above all the diversity of species, their genetic diversity 
and the existence of diverse ecosystems. 

In Germany, intensive agriculture, the destruction and 
fragmentation of habitats and the increasing sealing of 
soils are the main drivers of biodiversity loss. However, 
nutrient and pollutant inputs from sources outside ag-
riculture, deficits in forest management and fisheries, 
hydraulic engineering measures, tourism and climate 
change also play a major role (BfN 2019). Through in-
ternational trade and the import of raw materials and 
consumer goods, Germany also indirectly contributes 
to biodiversity loss in other countries (FÖS 2008). Ger-
many's deficits in biodiversity conservation are also 
largely due to the fact that economic incentives re-
ward behaviour that is harmful to nature and that it 
has not yet been possible to counteract this sufficiently 
(BfN 2019). The stronger these economic incentives 
are, the more difficult it is to counteract them with legal 
regulations and prohibitions alone. Ideally, environ-
mentally friendly behaviour should also be economi-
cally rewarding and behaviour that is harmful to nature 
should not lead to advantages but to disadvantages in 
competition.  

Contrary to this, however, there are still numerous sub-
sidies and regulations of a subsidy character in Ger-
many that have a negative impact on biodiversity.  

These continue to exist despite the fact that Germany 
has repeatedly signed declarations on the reduction 
of environmentally harmful subsidies within the 
framework of national and international agreements 
such as the G7, G20, the Organisation for Economic 
Co-operation and Development (OECD), the Euro-
pean Union (EU) and the United Nations (UN) for al-
most 30 years and has set itself corresponding goals 
(cf. FÖS 2020c). The subsidies are ecologically prob-
lematic and economically inefficient (Gubler et al. 
2020). This is because the damage they cause often 
has to be compensated for by the general public. They 
distort prices, so that products or production methods 
that are beneficial for biodiversity, such as organic 
farming, must in turn be promoted at unnecessarily 
high cost.  

In the context of biodiversity conservation, the UN 
Convention on Biological Diversity (CBD) is the most 
important international agreement. Within the frame-
work of the Convention, the member states committed 
themselves in 2010 with the so-called Aichi Targets to, 
among other things, abolish, redirect or redesign biodi-
versity-damaging subsidies by 2020: 

 

In 2015, this goal was also included in the 2030 
Agenda for Sustainable Development at the UN 
World Summit on Sustainable Development. The Eu-
ropean Union's Biodiversity Strategy 2020 (Euro-
pean Commission 2011) also aims to reduce environ-
mentally harmful subsidies. In this strategy, the Com-
mission commits itself to working with the member 
states to reform, phase out and ultimately eliminate en-
vironmentally harmful subsidies. 

Finally, the German National Strategy on Biological 
Diversity demands "to taylor taxation and subsidy pol-
icies more closely to the conservation of biological di-
versity” and "to increasingly abolish ecologically coun-
ter-productive transfer payments” (BMUB 2015).  

The goal of a comprehensive elimination of environ-
mentally harmful subsidies has not yet been achieved 
in Germany, as in the other signatory states to the Bio-
diversity Convention. In Germany, there are at least 29 
subsidies with a volume of more than 67 billion euros 
per year that are completely or partially harmful to bio-
diversity. In 2021, at the 15th COP (Conference of the 
Parties) in Kunming, China, a successor framework 
agreement, the Global Biodiversity Framework, is to 
be adopted for the Aichi Targets, which expire in 2020. 
The intention is to agree to phase-out subsidies that 
are particularly harmful to biodiversity by 2030.  How-
ever, this goal must be backed up with concrete 
measures so that the declarations of intent are fol-
lowed by deeds.   

„By 2020, at the latest, incen-
tives, including subsidies, 
harmful to biodiversity are 
eliminated, phased out or re-
formed in order to minimize 
or avoid negative impacts“ 
(BfN 2010) 
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2 Subsidy Concepts and Reporting 
on Subsidies 

Subsidies are benefits from public funds or the waiver 
of taxes or duties, which usually benefit a specific sub-
group.  The receipt of a subsidy is usually linked to cer-
tain behavior, but no direct counterperformance is re-
quired (Bär u. a. 2011, Rave 2005). Moreover, there is no 
generally accepted definition of subsidies, neither in 
practice nor in science (Bär et al. 2011). In principle, def-
initions of varying narrowness can be distinguished 
(see box). Depending on how broadly the concept of 
subsidy is defined, the payments covered and also the 
volume of subsidies differ. Comparisons are therefore 
only possible if they refer to the same concept of sub-
sidy. 
 

Subsidies in the Federal Government's Subsidies 
Report 

a. Direct financial aid to private companies (e.g. subsi-
dies for livestock buildings from the common task 
of improving the agricultural structure). 

b. Exemptions in tax laws for certain economic activi-
ties (e.g. tax relief for the agricultural sector for ag-
ricultural diesel) 

c. Consumer benefits for certain goods and services 
that benefit specific industries (z. B. Travelling al-
lowance, "Baukindergeld ") 

Subsidies in the Federal Environment Agency's sub-
sidy report, in addition to a-c: 

d. Absence of facts in tax laws that would have to be 
included in the system (e.g. kerosene in the energy 
tax). 

e. Regulatory or technical provisions that give prefer-
ence to certain products (e.g. biofuel quota, feed-
in tariffs under the Renewable Energy Act). 

Definition of the International Monetary Fund 
("price gap approach"), alternative to a-e: 

f. Failure to price in external costs, e.g., from emis-
sions of climate gases or local air pollution. 

Source: FÖS (2017) 

 

The Federal Government's Subsidy Report provides 
regular reporting on federal financial assistance and tax 
incentives. The most recent, 27th Subsidy Report was 
published in November 2019 (BMF 2019). However, 
subsidies from state and local governments are not sys-
tematically recorded.  

With this report, the German government is fulfilling its 
transparency obligations under Section 12 of the "Ge-
setz zur Förderung der Stabilität und des Wachstums 
der Wirtschaft" (StabG). Reporting can identify trade-
offs, for example between environmental and eco-

nomic policy goals, and enable political and social dis-
cussion about the need for subsidies, as explained in 
the report itself: 

 

For the federal subsidies listed in the report, the re-
spective responsible departments conduct a sustaina-
bility assessment based on the German Sustainability 
Strategy (BMF 2019). The economic, social and ecolog-
ical dimensions of sustainability are taken into account. 
However, the underlying analysis has so far lacked 
transparency and is not carried out in detail for all sus-
tainability dimensions. The scope of the audit also dif-
fers from department to department (FÖS 2017b). As a 
result, the German government sees no need to reform 
most of the environmentally harmful subsidies and 
therefore does not list any strategies for reducing them. 
Evaluations commissioned by the Federal Ministry of 
Finance (BMF) itself (FiFo Cologne 2019), on the other 
hand, come to different conclusions and recommend 
reforming or eliminating numerous subsidies. 

In addition to the subsidy report, which is prepared un-
der the auspices of the Federal Ministry of Finance, the 
Federal Environment Agency (UBA) also publishes its 
own report (UBA 2016), but at irregular intervals. The 
last report published in 2016. It deals specifically with 
environmentally harmful subsidies in Germany. In addi-
tion to grants and tax concessions, other types of sub-
sidies are also included (see box), and environmentally 
harmful subsidies from the federal states are also cov-
ered in part. The UBA subsidy report also contains far-
reaching proposals for subsidy reduction (UBA 2016). 

In 2019, the German Federal Agency for Nature Con-
servation (BfN) published a report on subsidies that are 
harmful to nature, calling for their removal and for en-
vironmental costs to be charged to the polluter 
through the levying of charges (BfN 2019).  

  

"With regard to negative envi-
ronmental effects, subsidies 
should also be critically scruti-
nized if they result in a dispro-
portionate consumption of re-
sources and damage to the 
environment and health, or if 
they incur costs for their elimi-
nation." (BMF 2019) 
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3 Overview of environmentally 
harmful subsidies in Germany 

Some of the subsidies granted in Germany provide in-
centives for environmentally harmful behavior, con-
sumption and production, thus contributing to the loss 
of biodiversity. Such subsidies can be found in many ar-
eas: For example, the promotion of individual transport 

leads to the fragmentation of land through road con-
struction. Subsidies for resource extraction and inten-
sive agriculture accelerate biodiversity loss. The follow-
ing subsidies in the areas of resource extraction, agri-
culture and forestry, transport, construction and 
housing, tourism, and energy production and con-
sumption have a negative impact on biodiversity. A to-
tal of 29 subsidies were identified (Table 2). 

 

Table 2:  Übersicht über Subventionen mit potentiell* negativem Einfluss auf die Biodiversität 

Sector Subsidy 
Volume 

(M Euro p.a.) Year 

Resource 
Discounts from the extraction levy 629 2019 

Privileges for water withdrawal charges 17 2017 

Agricul-
ture, for-
estry and 

fishing 

Direct payments first pillar CAP 4.850 Ø 2014-2020 

Agricultural subsidies (2nd pillar CAP)** 1.300 Ø 2014-2020 

GA Improvement of agricultural structure and coastal protection 600 Ø 2014-2020 

European Maritime and Fisheries Fund (EU fisheries subsidies) 30 Ø 2014-2020 

Fishing fleet: adaptation and development measures 1,7 2018 

Structural measures for sea fisheries 0,04 2018 

Reduced VAT rate on animal products 5.200 2012 

Vehicle tax exemption for agricultural machinery 470 2018 

Tax concession agricultural diesel 467 2018 

Energy crop cultivation (EEG) k.A.  - 

Traffic 

Diesel energy tax concession (diesel privilege) 8.190 2019 

Travelling allowance 4.800 2017 

Tax advantages company car 4.395 2019 

Energy tax exemption kerosene 8.262 2019 

VAT exemption international flights 4.191 2017 

Subsidies for regional airports 41 Ø 2014-2018 

Energy tax concession inland navigation 141 2018 

Energy tax concession for working machines in seaports 25 2018 

Financial contribution to maritime shipping 47 2018 

Construc-
tion and 
housing 

"Baukindergeld" 861 2020 

"Wohnungsbauprämie" 162 2018 

GA Improvement of the regional economic structure and European Re-
gional Fund 

320 2018 

Subsidy for fossil heating systems 350 2020 

Tourism Sales tax reduction for accommodation services 1.435 2018 

Energy 

Energy tax concession for electricity generation 1.800 2019 

Electricity price exceptions industry 17.800 2012-2019 

Energy tax concessions industry 1.137 2019 

Quelle: own presentation. The source information for the subsidy volumes can be found in the following descriptions of the subsidies. *Subsidies are 
fully, proportionately or, depending on the implementation, harmful to biodiversity (see chapter 4). **Predominantly positive contributions 
to biodiversity, see chapter 3.2. 

 

These subsidies have a total volume of over 67 billion 
euros per year. However, not all of them have a direct 
impact on biodiversity. For example, subsidies for en-
ergy production and consumption have a predomi-
nantly indirect effect by promoting fossil fuels that con-
tribute to climate change. Some subsidies - such as the 
EU's agricultural subsidies - do not have a detrimental 

effect on biodiversity in their entirety because, for ex-
ample, certain sub-programs are intended for nature 
and species conservation or are conducive to it. Never-
theless, they contain harmful components, which is 
why they are listed below. The total volume of the bio-
diversity-damaging share of the identified subsidies 
could not be determined within the scope of this study. 
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3.1 Raw material mining 

 

Effects on biodiversity 

The mining of raw materials in Germany is accompa-
nied by an irrevocable encroachment on soils and 
landscapes. The water balance and water quality can 
be permanently impaired. This has consequences for 
biodiversity. Land consumption due to the extraction 
of raw materials initially fell after reunification but has 
been rising again for a number of years and stood at 
around 2,760 hectares (ha) in 2017 (Figure 1). This cor-
responds to a daily new land use of about 7.5 hectares 
or more than 10 soccer fields. Most of this is due to the 
extraction of construction minerals, followed by lig-
nite mining and peat extraction. Industrial minerals, 
on the other hand, are only mined to a small extent in 
Germany. 

Years or decades can pass between the new use of land 
for raw material extraction and its renaturation or 
recultivation. The area currently used for raw material 
mining is therefore much larger than the new area 
taken up each year. In 2017, a total of 152,775 hectares 
were occupied by mining operations, quarrying, open-
pit mining and pits. This is almost equivalent to the area 
of the two city-states of Berlin and Hamburg and is 
about 55 times the amount of new land taken up each 
year (UBA 2019a). 

Figure 1: Annual land consumption due to raw 
material extraction (ha/a) 

 
Source: UBA 2019a. Industrial minerals: pumice, clays and crude kaolin, 

feldspar and other. Sands (as of 2015), quartz sands, lime-
stone and dolomite stones. Construction minerals: gypsum 
and anhydrite stone, lava slag (as of 2015), crushed natural 
stones, construction sand, construction gravel, etc., loam and 
brick clay (as of 2015), natural stones. 

 

Opencast lignite mining has particularly serious envi-
ronmental consequences. In terms of energy content, 
lignite is the fossil fuel with the highest climate, envi-
ronmental and health impact.  

 Opencast lignite mining requires a particularly 
large amount of land in relation to the volume of 
production (see Figure 1). The development of new 
mining areas is associated with the destruction of 
the landscape and settlements.  

 Mining leads to damage of the natural groundwater 
balance, which is associated with impairment of 
drinking water wells, wetlands and their plant and 
animal species. 

 In addition, indirect impacts on biodiversity arise 
from the consequences of climate change. 
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Important environmentally harmful 
subsidies 

Discounts from the extraction levy 

The extraction fee is levied on the extraction of min-
eral resources. According to Section 31 of the German 
Federal Mining Act (BBergG), it amounts to 10% of the 
market value and can be increased to up to 40% by the 
federal states, which regulate the details of collection 
and payment by statutory order. However, both lignite 
mining and the building materials in the ground, such 
as sands, gravels and natural stones, are generally ex-
empt from the levy. Other mineral resources, such as 
rock salts, are often subject to reduced levy rates. The 
lost revenue is to be regarded as a subsidy. If sales are 
taken as the market value, the subsidy volume is up to 
629 million euros, of which approx. 180 million euros 
is for lignite alone1. 
 

Privileges for water withdrawal charges 

Water abstraction charges reflect the value of the pub-
lic service for the use of resources and at the same time 
represent incentive taxes for sustainable water man-
agement and for the allocation of environmental and 
resource costs (§ 1 and § 6a Water Resources Manage-
ment Act). Depending on the federal state, different 
fees are to be paid for the water withdrawal. However, 
lignite mining and, in some German states2, the min-
ing of other mineral resources is still exempt from this 
requirement, provided that the water is not put to any 
further economic use 3  (FÖS 2018, UBA 2018). The 
amount of lost state revenue due to the exemption of 
raw material extraction from water extraction charges 
can be calculated on the basis of the share of water not 
used economically and an imputed water extraction 
charge. Due to a lack of data, the estimation could only 
be carried out for lignite. The costs of the exemption 
from water withdrawal charges for lignite alone 
amounted to around 17 million euros in 2017. 4 (FÖS 
2018). 

 
 
1  Assumptions for estimation cf. chapter 4.1 
2  e.g., Rhineland-Palatinate, Saxony-Anhalt, Schles-

wig-Holstein, Lower Saxony. Bavaria, Hesse and Thu-
ringia do not levy any water withdrawal charges at all. 

3 The exception here is the state of North Rhine-West-
phalia, where since mid-2011 a water withdrawal fee 
must also be paid for water that is not used economi-
cally. Non-revenue water is water that is pumped out 

3.2 Agriculture and forestry 

 

Impact on biodiversity 

In recent decades, agricultural land use has been char-
acterized by increasing intensification and specializa-
tion (UBA 2016). Intensive agricultural production is 
one of the most important causes of biodiversity loss.  

 In particular, the nutrient surpluses and pollutant 
discharges occurring in agriculture have a directly 
and indirectly damaging effect on biodiversity. Ex-
cess nutrients are released into the air (especially 
ammonia and nitrous oxide) and into water (espe-
cially nitrate). This leads to acidification and eu-
trophication of terrestrial, aquatic and coastal eco-
systems, and subsequently to impairment of biodi-
versity. In particular, the excessive use of nitroge-
nous fertilizers contributes to this.  

 Disruption of the food web: Broad-spectrum herb-
icides and insecticides destroy not only the 
"weeds" and insect pests, but also other arable 
weeds and insects. This deprives a large number of 
the animal species found in the agricultural land-
scape of food and thus also of their livelihoods, with 
the result that local and supra-regional populations 
decline or disappear, as is also demonstrated by the 
dramatic population trends of many typical field 
bird species.  

 In addition to material pollution, intensive agricul-
ture leads to soil destruction or degradation, es-
pecially through the use of heavy machinery in ara-
ble farming and crop rotation that is not adapted to 
the site. 

 In addition, agriculture causes 7.4% of greenhouse 
gas (GHG) emissions in Germany (UBA 2020a) 

exclusively for the purpose of draining coal seams 
and is fed back into the water cycle without being 
used elsewhere. 

4  based on the following assumptions (cf. FÖS 2018): 
392 million m3 are assumed for the volume of 
pumped water that was not put to any further eco-
nomic use. The calculatory price of the water with-
drawal fee is set at 4.2 Ct/m3. 
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and thus damages biodiversity in-directly via cli-
mate change. 

Important environmentally harmful 
subsidies 

EU subsidies: Common Agricultural Policy and Fish-
eries Subsidies 

The European Union's Common Agricultural Policy 
(CAP) largely determines the economic policy frame-
work for German agriculture. In the last funding period 
from 2014 to 2020, CAP funds of around 6.2 billion eu-
ros per year were available in Germany.  

The CAP funds consist of two pillars. The first pillar 
concerns the direct payments of the EU to farmers, 
which are granted per hectare of agricultural land. 
Since 2015, the first pillar has been supplemented by 
so-called "greening measures", which require certain 
environmental services for 30% of the direct payments. 
Originally, direct payments were intended to compen-
sate farmers for the higher standards that apply in Eu-
rope so that they would not suffer a price disadvantage 
on the global market. In Germany, direct payments 
amount to around 4.85 billion euros per year and ac-
count for around 40% of farm income (BMEL 2019).  
 

The second pillar, on the other hand, includes targeted 
support programs for sustainable and environmentally 
friendly management (which is positive from a biodi-
versity perspective) and rural development. In the 
years 2014 to 2020, 1.3 billion euros per year in EU 
funds were available in Germany for the second pillar. 
These were co-financed by further funds from the fed-
eral, state and local governments, as well as by funds 
from the joint task "Improvement of agricultural 
structure and coastal protection" (GAK), in which the 
federal government participated with an average of 
600 million euros in the period 2014 to 2020. In the 
2020 federal budget, as much as 1.13 billion euros 
have been earmarked (Bundesregierung (no year)). 

However, at least 30 % of the EU funds from the second 
pillar must be used for extensification measures, or-
ganic farming or the promotion of naturally disadvan-
taged areas. Other areas such as investments in tour-
ism, commercial settlements or village development 
projects are also eligible for funding (BMEL 2019), 
without contributing to climate and environment.  

At present, the EU (in a trilogue consisting of the Com-
mission, the EU Council of Ministers and the European 
Parliament) is negotiating the structure of the funding 
period after the current transitional phase from 2023. It 
is already clear that 20 to 30 % of the direct payments 
from the first pillar will be reserved for so-called eco-

schemes, which will only be paid out if additional ser-
vices are provided for environmental and climate pro-
tection (Handelsblatt 2021) 

Fisheries in Germany are also supported by EU subsi-
dies and supplemented by national programs: 

 On the occasion of the reform of the Common 
Fisheries Policy of the European Union (CFP) im-
plemented in 2014, the European Maritime and 
Fisheries Fund was established. Until 2020, EU 
funding of around 30 million euros per year is ear-
marked for the German fisheries sector. Since 2014, 
however, payments have been linked to require-
ments for sustainable and environmentally sound 
management of commercially exploited fish stocks, 
meaning that large fishing vessels that contribute 
to the overexploitation of fish stocks are no longer 
supported by EU subsidies (UBA 2016). 

 At the national level, there are other direct and in-
direct subsidies or tax benefits for fishing. Direct 
subsidies at the national level exist through 
measures for the adaptation and development of 
the fishing fleet (1.7 million euros in 2018) and 
subsidies to improve competitiveness (structural 
measures for the sea fishing industry, 38,000 eu-
ros in 2018) (BMF 2019). 

 

Animal husbandry: VAT reduction for animal prod-
ucts 

With a few exceptions, food of animal origin is not sub-
ject to the regular VAT rate of 19%, but to the reduced 
rate of 7% (temporarily 5% in 2020). The socio-political 
justification for this was to give everyone equal access 
to all basic foodstuffs. In the meantime, however, Ger-
mans consume two to four times as much meat as rec-
ommended by health organizations, which is associ-
ated with negative health, environmental and climate 
effects. For this reason, incentives should be provided 
for a more plant-based diet (FÖS 2020b). This is be-
cause the production of certain amounts of calories 
and protein in animal products requires significantly 
more water, fertilizer, pesticides and land than if these 
were provided directly by plant-based products (BfN 
2019). Based on Section 12 (2) No.1 UstG, the federal 
government lost an estimated 5.2 billion euros in 
2012(UBA 2016). 

Use of tractors: vehicle tax exemption and agricul-
tural diesel fuel 

Tractors and special vehicles subject to registration, 
such as tractors or combine harvesters, as well as trail-
ers, are fully exempt from motor vehicle tax under Sec-
tion 3 No. 7 KraftStG. The tax exemption does not con-
tribute to the implementation of the German Sustaina-
bility Strategy, which stipulates, that renewable natural 
resources and soils are only to be used within the scope 
of their regenerative capacity and that the release of 
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substances is only to be caused in compliance with the 
precautionary principle within the ecological limits of 
the carrying capacity of natural systems. Thus, there are 
no incentives to opt for the smallest, most efficient 
tractors and trailers possible, which have lower fuel 
consumption and less impact on the soils that are im-
portant for biodiversity (see chapter 1). In 2018, the sub-
sidy volume amounted to 470 million euros (BMF 
2019). 
 

Agricultural and forestry businesses also pay a reduced 
tax rate on diesel (agricultural diesel). This amounts to 
25.56 ct/l, compared to the regular tax rate of 47.04 
ct/l. Under Section 57 of the EnergieStG, the tax ex-
emption applies to the use of agricultural diesel in farm 
tractors, stationary or mobile machinery and engines, 
and special vehicles. The reduced tax revenue 
amounted to 467 million euros in 2018 (BMF 2019). 
The reduced tax burden reduces incentives for the 
smallest, lightest, most energy-efficient agricultural 
machinery possible. Heavy agricultural machinery 
leads to soil compaction and higher CO2 emissions due 
to higher fuel consumption (FÖS 2020b).). 
 

Energy crop cultivation 

Energy crops are grown on more than 2.3 million hec-
tares in Germany (FNR 2021). The cultivation of energy 
crops in Germany is indirectly subsidized by the feed-
in tariffs in the Renewable Energy Sources Act (EEG) 
for biogas plants and by the greenhouse gas quota for 
fuels. The production of electricity and fuel from re-
newable energy sources is an important contribution to 
reducing CO2 emissions, provided that the intensity of 
cultivation of agricultural land does not exert additional 
pressure on the environment and biodiversity. How-
ever, the two regulations increase the demand for agri-
cultural land or the intensity of cultivation (concentra-
tion on a few crops, thereby narrowing crop rotation) 
and thus tend to have a negative impact on biodiversity 
(BfN 2019). With the introduction of the Renewable 
Energy Sources Act (EEG) in 2000, the number of bio-
gas plants in Germany initially increased sharply. Since 
2012, however, there have been several changes to the 
legal framework (EEG 2012, 2014 and 2017), which re-
duced the increase in capacity in the biogas sector. 
Since 2012, this has been predominantly determined 
by plant expansions, conversions to flexible plant oper-
ation, and small additions in the area of liquid manure 
plants and plants in the waste sector, while new plants 
based solely on cultivated biomass have become 
largely uneconomical (FÖS 2013). Nevertheless, the 
cultivation of energy corn for biogas currently still co-
vers around 1 million hectares in Germany (FNR 2019).  
 

 

 

 

 

 

 

 

Excursus: Bioeconomy 

In addition to the use of biomass for energy, the mate-
rial use of renewable raw materials has also gained in 
importance in recent years. The most important bio-
mass-based industrial products are specialty chemi-
cals, biobased plastics ("bioplastics") and composites, 
surfactants, coatings and paints, lubricants, as well as 
paper and pulp, textiles, building materials, furniture 
and pharmaceuticals. For these, too, intensive man-
agement of agricultural land and forests threatens bio-
diversity. In addition, there are concerns about genetic 
engineering processes (FUE 2019). Government fund-
ing for bioeconomy projects currently still focuses pri-
marily on research and development and knowledge 
transfer. As the availability of sustainably producible bi-
omass in Germany is limited, careful attention should 
be paid to the expansion of the bioeconomy in order to 
avoid the renewal of misaligned incentives in the culti-
vation of energy crops. 
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3.3 Traffic 

 

Impact on biodiversity 

For many animal and plant species, roads represent 
barriers that they find difficult or impossible to over-
come. They cut up habitats and fragment them into 
ever smaller areas. The species living there become iso-
lated. This increases their risk of extinction (Gubler et al. 
2020). The share of undissected low-traffic areas in the 
total area of Germany declined in the period 2000 to 
2015 (Figure 2). 

The transport network in Germany is one of the densest 
in Europe. The total length of all highways in Germany 
has grown by almost 25% since reunification (BMVI 
2021). Numerous roads have been widened due to in-
creasing traffic densities. This also increases the barrier 
and isolation effects for species and habitats (BfN 2017). 
Around 5% of Germany's total area is sealed by traffic 
(UBA 2020b). 
 

Figure 2: Share of unfragmented areas in the land 
area of Germany (%) 

 
Source: (UBA 2019b). Proportion of undissected low-traffic areas 

(UZVR) with 100 km² or more. 

 

Roads also change the microclimate in their immediate 
surroundings; temperature and light conditions 

change. Among other things, this promotes the spread 
of alien species and thus the displacement of native 
species, which leads to a destabilization of ecosystems. 
Motorized traffic pollutes the adjacent ecosystems 
with pollutants, light and noise.  

 

 In addition to CO2 emissions, nitrogen oxide 
emissions are also problematic, contributing to 
large-scale eutrophication of habitats. Road drain-
age pollutes soils and water bodies in the vicinity of 
roads with heavy metals and microplastics from tire 
abrasion (Gubler et al. 2020). 

 Light and noise emissions have a negative impact 
on populations in adjacent ecosystems: noise dis-
rupts communication within species and causes 
stress reactions. This limits reproductive success, 
which can weaken entire populations (Gubler and 
others 2020). Light emissions further increase the 
separating effect of adjacent habitats due to the 
avoidance behavior of many species.   

 Another negative consequence of traffic is mortal-
ity, a serious threat especially for rare species with 
small populations. The most endangered species 
are amphibians that migrate seasonally (Gubler et 
al. 2020). 

 

But air traffic also has a negative impact on biodiver-
sity: 

 Airports contribute to sealing and thus habitat loss. 

 Air traffic also causes greenhouse gas emissions 
and pollutant emissions, which contribute to 
large-scale eutrophication and acidification of hab-
itats and to climate change.  

 Noise emissions cause stress for many species.   

 

Shipping also causes damage to biodiversity through 
air pollutants and indirectly through the straightening 
or deepening of rivers.  

Compared to private motorized transport, rail 
transport and local public transport have a signifi-
cantly lower negative impact on biodiversity per per-
son-kilometer traveled. In addition, they are much 
more climate-friendly means of transport. Therefore, 
subsidies for railroads and buses are not counted as en-
vironmentally harmful subsidies and are not included in 
this analysis. 

Important environmentally harmful 
subsidies 

The transport sector is home to a particularly large 
number of environmentally harmful subsidies. In road 
transport, these include: 
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 Diesel energy tax concessions (diesel privilege): 
According to Section 2(2) of the EnergieStG, diesel 
is subject to a lower energy tax rate than gasoline, 
even though diesel is the more climate-damaging 
and energy-rich fuel (FÖS/IKEM 2016). Converted, 
the tax rate for diesel is 179 euros/tCO2, while that 
for gasoline is 288 euros/tCO2. The concession in 
terms of energy tax is not offset by the higher vehi-
cle tax rate on diesel cars (FÖS 2019). This creates 
an incentive to purchase environmentally harmful 
new vehicles and to engage in environmentally 
harmful mobility behavior. The tax subsidy 
amounted to 8.19 billion euros in 2019 (own calcu-
lation, according to UBA (2016a) based on Destatis 
2020). The subsidy volume is calculated as the dif-
ference between the tax rates on diesel and gaso-
line, multiplied by the sales of taxed diesel fuel. 

 Travelling allowance: According to Section 9 of 
the German Income Tax Act (EstG), the travelling 
allowance favors employees by allowing them to 
claim their travel expenses as income-related ex-
penses in their income tax return at a rate of 30 ct 
per kilometer, regardless of the means of transport. 
This reduces taxable income, provided that the 
lump sum for income-related expenses of 1,000 
euros per year is exceeded. Furthermore, the actual 
reduction in the tax burden depends on the level of 
the personal tax rate. As part of the climate protec-
tion program, the flat rate has been increased from 
30 to 35 ct from the 21st distance kilometer since 
the beginning of 2021, and from 2024 to 2026 the 
amount will be increased by a further 3 ct. This is in-
tended to cushion the costs of the CO2 price intro-
duced in 2021 for commuters with long commutes. 
According to various estimates, the travelling al-
lowance cost the state between 4 and 5.6 billion 
euros annually between 2012 and 2017 (IfW Kiel 
2018; Jacob et al. 2016; UBA 2016). The increases 
envisaged in the climate protection program are 
expected to cost an additional 20, 169, and 212 mil-
lion euros in 2021, 2022, and 2023, respectively 
(Bundesregierung 2019) 

 Tax advantages of company cars (company car 
privilege): Company cars are commercially regis-
tered vehicles whose additional private use must be 
taxed as a non-cash benefit. However, instead of 
using the actual private use as the basis for taxation 
(logbook method), a flat-rate tax of 1% of the gross 
list price per month can also be selected. The same 
applies to running costs such as fuel, repairs and 
wear and tear. The flat-rate regulation compen-
sates on average less than 40% of the actual benefit 
(Harding 2014). The regulation makes the use of 
company cars more favorable than privately pur-
chased vehicles and reduces social security contri-

butions and payroll taxes. At the same time, incen-
tives are provided for the purchase of new cars and 
the extended use of environmentally harmful 
means of transport. 

The subsidy volume is estimated at 4.39 billion eu-
ros (FÖS 2020b). The legal basis for this is provided 
by Section 6 (1) No. 4 sentences 2 and 3 and Section 
8 (2) sentences 2 to 5 EstG. 

 

Air traffic also benefits from subsidies in various areas: 

 Energy tax exemption for kerosene: Energy prod-
ucts used in commercial domestic air traffic are 
tax-exempt. In addition, kerosene produced do-
mestically and used in flights to foreign destinations 
is also tax-exempt under international agreements 
and represents a competition-distorting tax ex-
emption not mentioned in the German govern-
ment's subsidy report (UBA 2016). The legal basis 
for this is Section 27 (2) of the Energy Tax Act. In 
2019, the subsidy volume amounted to 8.3 billion 
euros (FÖS 2020b). 

 VAT exemption for international flights: In con-
trast to domestic commercial air traffic, cross-bor-
der air traffic in Germany is exempt from VAT on 
the basis of international agreements. The legal ba-
sis is provided by § 8 para. 2 no. 1 UstG. The VAT ex-
emption amounts to just under 4.2 billion euros 
(2017) (FÖS 2020b). 

 

Subsidies for regional airports consist of operating 
subsidies, loss absorption and investment grants from 
the public sector. Operating subsidies help to finance 
day-to-day operations and appear in the income state-
ments as operating income. Six of the 14 German re-
gional airports have loss absorption or profit transfer 
agreements with public or publicly owned sharehold-
ers, which compensate for possible annual losses. In-
vestment grants are earmarked government subsidies 
through which major investment activities are usually 
recognized as special items on the liabilities side and 
subsequently added to equity and reversed through 
profit or loss via the income statement. Between 2014 
and 2018, the total of subsidies in the form of loss 
transfers and operating and investment grants fluctu-
ated between 39 and 43 million euros (FÖS 2020c). 
 

In the case of shipping, the following environmentally 
harmful subsidies are significant: 

 Energy tax exemption for inland shipping: Energy 
products used in inland shipping are tax-exempt 
under sections 27(1) and 52(1) of the Energy Tax Act. 
The tax exemption of the diesel fuel used does not 
provide any incentives for the low-emission and en-
ergy-efficient use of resources. In 2018, the tax ex-
emption amounted to 141 million euros.  
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 Energy tax subsidy for working machines in sea-
ports: According to Section 3a of the Energy Tax 
Act, working machines and vehicles used exclu-
sively for cargo handling in seaports are not subject 
to the tax rate for fuels, but to the lower tax rate for 
heating fuels. The subsidy serves the competitive-
ness of seaport operations, but is counterproduc-
tive in terms of environmental protection. In 2018, 
the federal government recorded tax revenue 
losses of 25 million euros (BMF 2019). 

 

In addition, maritime shipping is supported by the Fi-
nancial Contribution to Maritime Shipping (€47 million 
in 2018), from which deep-sea fishing, among others, 
receives funding (BMF 2019; Schmidt 2020). 

3.4 Construction and housing 

 

Impact on biodiversity  

Residential construction leads to land consumption 
and increasing urban sprawl, which directly and indi-
rectly has multiple negative effects on biodiversity. On 
the one hand, habitats for species are lost. On the other 
hand, urban sprawl leads to further traffic generation, 
landscape fragmentation and soil sealing. This in turn 
leads to the pollution of climate, water, soil and air, with 
consequences for biodiversity. 

The destruction and fragmentation of habitats as a re-
sult of the expansion of settlement and traffic areas are 
important causes of the decline in biodiversity (cf. 
chapter 3.3).   

Figure 3: Land consumption in Germany (ha/day) 

 
Source: UBA 2020 

 

The living space in Germany is continuously increasing. 
It increased by 16.3% between 2000 and 2016, while 
the population remained virtually unchanged and the 
number of households increased by only 8.3%. While 
the average living space was 39.5 m2 in 2000, it was al-
ready 46.5 m2 in 2016 (BfN 2019). Accordingly, land 
consumption for buildings remains high (Figure 3). At 
56 ha in 2018, it is still above the target that the German 
government proclaimed in the German Sustainability 
Strategy for the year 2020 for all settlement and 
transport areas, namely a limit of 30 ha per day. Overall, 
settlement and transport areas covered just under 14% 
of Germany's land area in 2016 (BfN 2019). 

The growth takes place at the expense of the habitats 
of wild species and means a loss of landscape for recre-
ation.  

The unsealed areas in the settlement area and along 
traffic routes are also affected, e.g. by scaring effects, 
noise and impairment of the landscape (BfN 2019). 

Important environmentally harmful 
subsidies  

“Baukindergeld“ 

The Baukindergeld subsidy supports families and sin-
gle parents with children in the initial purchase of 
owner-occupied housing. KfW subsidizes the con-
struction or purchase of owner-occupied housing with 
12,000 euros per child up to a household income of 
90,000 euros. Thus, the Baukindergeld reduces the in-
dividual financing burden, facilitates the step into 
home ownership and thus increases the demand for 
housing. The program started in 2018, which is why the 
subsidy report for this year only shows 11 million euros. 
In the budget for 2020, more than €861 million has al-
ready been earmarked for the Baukindergeld (BMF 
2019). 
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Housing construction subsidy (“Wohnungs-
bauprämie”) 

The state promotes home savings through, among 
other things, the housing construction premium. Ac-
cording to the 5th Housing Construction Premium Act, 
home savings contracts are eligible for a premium if 
they are used for housing purposes. The housing con-
struction premium amounts to 8.8% of the expenditure 
of a maximum of 512 euros or 1,024 euros up to an in-
come limit of 26,600 euros or 51,200 euros (single or 
married). In 2018, housing construction premiums of 
162 million euros were awarded (BMF 2019). 

In addition to the housing construction premium, the 
employee savings allowance and the Home Ownership 
Pension Act are other subsidy measures that encour-
age people to build their own homes. 

 

In addition to the above-mentioned subsidies, there 
are other subsidies in the construction sector, some of 
which have a negative impact on biodiversity: 

 The joint expenditure "Improvement of the eco-
nomic structure" ("Verbesserung der 
Wirtschaftsstruktur") is intended to compensate 
for the locational disadvantages of structurally 
weak regions, promote general economic develop-
ment and reduce regional development disparities. 
The federal government earmarked approximately 
320 million euros for the community expenditure 
in 2018 (BMF 2019). The funds for the support 
measures are borne equally by the federal govern-
ment and the states at 50% each. Furthermore, the 
EU participates with funding from the EU Structural 
Fund for Regional Development (ERDF). In 2012, 
three quarters of the total 1.4 billion euros in fund-
ing (including EU funds) went to industry and one 
quarter to infrastructure (UBA 2016). Negative im-
pacts on biodiversity occur when environmentally 
harmful infrastructure measures or commercial set-
tlements are promoted as a result (BfN 2019). 

 Subsidies for fossil-fuelled heating systems: the 
early subsidy programs for modernizing heating 
systems, which also supported the conversion of 
old oil and gas heating systems to modern heating 
systems of the same type, have expired. However, 
subsidies from the "Heating with Renewable Ener-
gies" program are still flowing into gas hybrid heat-
ing systems and gas heating systems that can basi-
cally be operated with renewable energy sources 
("Renewable Ready"). The current operation can 
still be carried out to 75% (gas hybrid) or completely 
(Renewable Ready) with natural gas. In 2020, sub-
sidies of at least 350 million euros will have flowed 
into these heating variants (DUH 2021). 

3.5 Tourism 

 

Impact on biodiversity 

The impact of tourism on biodiversity depends on the 
type and design of tourism infrastructure. In general, 
the promotion of tourism development causes habitat 
loss and fragmentation as well as disturbance of flora 
and fauna. Besides the infrastructure of the tourist of-
fers, the induced leisure traffic as well as the high en-
ergy and water demand are also prob-lematic. Ski re-
sorts (see box), biking trails, bathing facilities at water 
bodies, fitness and leisure parks as well as golf courses 
have a particularly negative impact, especially in the Al-
pine region and in cultural landscapes (Gubler et al. 
2020). However, there are local tourism offers that 
contribute to the conservation or, in individual cases, 
the preservation and improvement of natural areas 
(Siegrist et al. 2015).   
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Winter sports facilities often cause animals to retreat 
over large areas. Snowmaking facilities and ski slopes 
have a variety of negative impacts: 

 Reservoirs for snowmaking equipment can destroy 
wetlands and lead to water shortages in streams (de 
Jong, 2012). Artificial snow can cause water pollu-
tion and alters vegetation. Underground water 
pipelines also cause ground scars.  

 Slope grading destroys native vegetation (de Jong, 
2012). The use of snow groomers causes soil com-
paction, which promotes surface runoff and ero-
sion. 

 Avalanche blasting causes disturbance to wildlife 
and damage to vegetation. 

 Summer activities such as bike trails, climbing gar-
dens, via ferrata, summer toboggan runs, etc. can 
extend the pressure on biodiversity to the whole 
year. 

Source: (Gubler u. a. 2020). 

Important environmentally harmful 
subsidies 

Sales tax reduction for overnight stays 

According to Section 12 (2) No. 11 UstG, the reduced 
tax rate of 7% applies to accommodation services. In 
2018, the tax concessions totaled 1.43 billion euros 
(BMF 2019). This tax concession also stimulates tour-
ism in regions whose environment is heavily polluted by 
tourism. 

 

Further subsidies in the tourism sector: 

 At the European level, funding for the tourism sec-
tor is provided in particular by the European Re-
gional Development Fund (ERDF). Other funding 
opportunities exist through the European Social 
Fund (ESF) and the European Agricultural Fund 
(EAFRD) (see chapter 3.2). 

 The federal government supports investments in 
the culture and tourism sector with the joint ex-
penditure "Improvement of the regional eco-
nomic structure" (see chapter 3.4). In the years 
2015 to 2017, the tourism sector accounted for 34% 
of the total funding volume. In the years 2015 to 
2019, the accommodation sector received almost 
250 million euros in funding (BMWi 2021). 

3.6 Energy 

 

Impact on biodiversity 

Energy production impacts biodiversity to different ex-
tents depending on the energy source and technology. 
In addition to the extraction of raw materials for fossil 
fuels (see chapter 3.1), energy production also has an 
impact on biodiversity. The conversion of fossil fuels 
into energy, as well as energy consumption, produces 
air pollutants that acidify or eutrophicate habitats, and 
greenhouse gases that contribute to global climate 
change (Gubler et al. 2020). Subsidies for fossil ener-
gies as well as subsidies that favor energy consumption 
in individual sectors thus intensify climate change and 
its negative effects on biodiversity (cf. BfN 2019):  

 Temperature increases and changes in rainfall pat-
terns affect species' annual rhythms, reproduction, 
competitive ability, and feeding relationships.  

 Climate change is causing habitats to shift. This 
changes the geographical distribution of species. 
Species that are particularly at risk are those that 
have a low adaptive capacity because, for example, 
they already occur only rarely, have a low ecological 
amplitude, have a low reproductive rate, are not 
very mobile, or occur in isolated climatic zones (e.g. 
in mountainous regions) (BfN 2019).  

 Climate change is also increasing the threat posed 
by alien species (BfN 2019). 
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Power generation from renewable energies 

Energy generation from renewable sources is less 
harmful to the environment or biodiversity than that 
from conventional sources (fossil fuels and nuclear en-
ergy). However, it is not without its problems. Particu-
larly noteworthy are: 

 Energy crops from intensive agriculture are used for 
energy production from biogas, with negative con-
sequences for biodiversity (see chapter 3.2)  

 hydropower interferes with aquatic habitats and 
can cause a wide range of ecological damage..  

 Wind energy development particularly affects birds 
and bats through collision risk, avoidance behavior, 
and habitat loss.  

However, the promotion of renewable energies, in par-
ticular the Renewable Energy Sources Act (EEG), helps 
to replace fossil fuels and thus curb global warming. 
This has an overall positive effect on biodiversity.  

Important environmentally harmful 
subsidies 

As with transport, there are numerous subsidies for en-
ergy production and consumption that have a negative 
impact on biodiversity. 
 

Power generation from fossil fuels 

Operators of stationary power generation plants (e.g. 
coal-fired power plants) can be exempted from en-
ergy tax under sections 37 and 53 of the EnergieStG. 
The prerequisite for this is a nominal electrical output 
of more than two megawatts. Cogeneration plants can 
also be exempted if their monthly and annual utiliza-
tion rate is at least 70%. Section 3 of the Energy Tax Act 
also provides relief for energy products used to drive 
gas turbines and internal combustion engines in plants 
already eligible for tax relief (CHP, power generation, 
gas transmission and storage). In 2019, tax revenue re-
ductions due to energy tax concessions amounted to 
1.8 billion euros. 

This tax concession is granted to avoid double taxation 
of electricity generation and consumption on the basis 
of EU regulations. However, a deviation from the prohi-
bition of double taxation would be explicitly possible 
under EU law for reasons of environmental protection 
(cf. FÖS 2020a).. 
 

Electricity consumption: exceptions for industry 

Industry receives a variety of electricity price reduc-
tions and thus pays significantly lower electricity prices 
than private consumers. The total subsidy volume 
amounts to approximately 17.8 billion euros per year 
(see FÖS 2020b). The subsidies reduce efficiency in-
centives, which leads to higher electricity consumption 
and thus indirectly favors fossil fuels. Climate change in 
turn has a negative impact on biodiversity. Important 
exceptions are: 

 Special equalization scheme of the EEG (BesAR) 
according to § 63ff. Renewable Energy Sources Act 
(EEG): Companies whose share of electricity costs 
in gross value added exceeds the thresholds of 14, 
17, or 20 % pay a reduced EEG levy, the amount of 
which is graded according to electricity intensity 
and electricity procurement. The number of com-
panies taking advantage of the BesAR has in-
creased since its introduction in 2012 from 734 
(BMWi/BAFA 2014) to 2,156 in 2018 (BMWi and 
BAFA 2019). The scheme benefits companies in a 
wide range of sectors, from agriculture and forestry 
to mining, including the quarrying and quarrying 
sector, to manufacturing, in particular the paper in-
dustry, the chemical industry, the steel and metal 
industry, glass and ceramics, and the production of 
building materials. 

 Own power privilege of the EEG according to § 61 
Erneuerbare-Energien-Gesetz (EEG) (Renewable 
Energy Sources Act): For plants that serve to supply 
own power and were commissioned before 2014, 
grandfathering rules still apply, which reduce the 
EEG levy to zero. This continues to promote the use 
of fossil fuels, as most existing plants use fossil fuels. 

 Peak compensation for electricity tax in accord-
ance with § 10 StromStG: Companies in the manu-
facturing sector are exempt from part of the elec-
tricity tax if the tax burden as the sum of the elec-
tricity tax in a calendar year is higher than the re-
duced employer's share of pension insurance con-
tributions. Companies then receive a refund of 90% 
of the excess electricity tax above a defined thresh-
old.  

 Electricity tax concessions for companies in the 
manufacturing sector and agriculture and for-
estry under Section 9b of the Electricity Tax Act: 
Companies in these sectors pay only 75% of the 
electricity tax rate for electricity that is demonstra-
bly consumed for business purposes from an an-
nual electricity tax burden of 1,000 euros (basic 
amount). 

 Electricity tax exemption for certain processes 
and procedures according to § 9a StromStG: Elec-
tricity-intensive processes and procedures such as 
electrolysis, chemical reduction processes, metal 
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production and processing, and the manufacture of 
glass (wares) and ceramic products are exempt 
from electricity tax. 

Further benefits are granted in the form of concession 
fees, electricity grid fees, CHP levy and electricity price 
compensation. A detailed description can be found in 
(FÖS 2020a). 
 

Energy consumption: exemptions for industry   

In addition to the indirect subsidization of fossil fuels via 
misaligned incentives in the electricity price, the direct 
subsidies for the use of fossil fuels in industry are also 
significant. They amount to 1.14 billion euros per year 
(see FÖS 2020a). 

 Energy tax exemption for certain processes and 
procedures: Certain energy-intensive processes 
and procedures are exempt from the energy tax, 
such as the production of glass(ware), ceramic 
products, cement, lime, metal production and pro-
cessing, or chemical reduction processes. In addi-
tion, energy products are exempt from energy tax if 
they are used simultaneously for heating purposes 
and for purposes other than heating or fuel, or for 
thermal waste or exhaust air treatment. 

 Producer's privilege: Energy sources that are used 
directly for the production of energy products, e.g. 
in refineries or coal plants, are also exempt from en-
ergy tax.  

 Peak compensation for energy tax (for companies 
in the manufacturing sector): As with the electricity 
tax, companies are exempt from the eco-tax por-
tion of the energy taxes if the tax burden as the sum 
of the energy taxes in the calendar year is higher 
than the reduced employer's share of the pension 
insurance contributions. Above a certain threshold, 
companies are thus refunded 90% of the excess 
energy tax. 

 Energy tax concessions for companies in the 
manufacturing sector and companies in agricul-
ture and forestry: As with the electricity tax, com-
panies in these sectors only pay 75% of the tax rate 
for heating oil, natural gas and liquid gas if they can 
prove that they are used for business purposes, 
starting at an annual energy tax burden of 250 eu-
ros (basic amount). 
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4 Four subsidies in focus   

Following the overview of environmentally harmful 
subsidies in chapter 3, four subsidies that have a major 
impact on biodiversity are presented in detail and 
evaluated below. 
 

Approach to assessing the biodiversity damaging ef-
fect 

When considering the extent to which subsidies are 
harmful to biodiversity, it is first important whether the 
subsidy is classified as harmful to biodiversity in its en-
tirety or only in part:  
 

 Completely damaging to biodiversity: The sub-
sidy as a whole has a negative impact on biodiver-
sity and should therefore be completely dismantled. 
Accordingly, the entire subsidy volume is consid-
ered to be harmful to biodiversity. 

 Partially harmful to biodiversity: Certain portions 
of the subsidy are harmful to biodiversity. Accord-
ingly, these harmful portions should be eliminated 
or redirected. Only this portion of the subsidy vol-
ume is considered to be harmful to biodiversity. 
Where possible, this proportion is quantified. 

 Subsidy is harmful to biodiversity depending on 
implementation: The subsidized activity can have a 
neutral or even positive effect on biodiversity if it is 
applied/implemented in a biodiversity-friendly 
manner. If this is not the case, the subsidy should be 
classified as harmful to biodiversity. 

 

In addition to the amount of the subsidy, the extent of 
damage to biodiversity is also central to the question 
of how harmful a subsidy is. For example, a subsidy can 
have a comparatively small negative impact on biodi-
versity despite a high subsidy volume; conversely, 
smaller subsidy volumes can have a large impact if they 
favor activities that have a particularly negative impact 
on biodiversity. However, it is difficult to calculate the 
monetary damage to biodiversity caused by economic 
activity. One reason is that there are rarely clear cause-
and-effect relationships. In addition, there are meth-
odological pitfalls in monetization (Seidl/Gowdy 1999).  

Following Gubler et. al (2020), the impact on biodiver-
sity is therefore assessed qualitatively. According to 
this, the extent of damage depends on the following 
factors: 

 Causality: Does the subsidy have a direct or an indi-
rect effect on biodiversity? A primary effect (direct 
effect) exists if biodiversity damage is a direct con-
sequence of the subsidy, i.e. the subsidy favors ac-
tivities that trigger the damage to biodiversity (cf. 
UBA 2016). An example is the frag-mentation of 
ecosystems through road construction. Indirect ef-
fects (secondary effects) are biodiversity damages 

that the subsidy triggers indirectly via impact chains. 
These are so-called second-round effects or feed-
back effects that transfer the primarily damaged 
environmental goods to other environmental 
goods (UBA 2016). Of particular relevance here is 
the climate impact of fossil energy production and 
agriculture.  

 Area effect: how many and which areas are af-
fected by the activity benefiting from the subsidy? 
Does the subsidy only have a local effect on individ-
ual habitats or a broad effect on a large number of 
habitats? 

 Impact intensity: How severely is biodiversity dam-
aged? For example, are rare species threatened 
with extinction by the activity favored by the sub-
sidy? 

 Duration of the intervention: Over what period of 
time does the biodiversity damage occur due to the 
activity benefiting from the subsidy? In this context, 
repetitions or the irreversibility of the effect (e.g. in 
road construction) must also be taken into account. 

These factors are analyzed for the subsidies presented 
below. The result is a qualitative assessment of the ex-
tent of the damaging effect on biodiversity based on 
the categories low - medium - high. 

4.1 Discount from the extraction 
levy 

The extraction fee is levied on the extraction of non-
minable mineral resources. According to Section 31 of 
the Federal Mining Act (BBergG), it amounts to 10% of 
the market value and can be increased to up to 40% by 
the federal states, which regulate the details of collec-
tion and payment by ordinance. The extraction fee is 
payable to the federal state in which the mineral re-
source is extracted. Unlike mineral resources, non-
mined mineral resources are initially "ownerless" and 
are transferred by the state to companies. These in-
clude the raw materials listed in Section 3 (3) of the 
BBergG, including all fossil fuels (coal, oil and gas) and 
metallic raw materials.  

However, extraction fees are only levied in connection 
with mining rights granted under the scope of the 
BBergG, i.e. after the BBergG 1982 came into force. 
Holders of so-called old rights, i.e. mining rights 
granted before the current Federal Mining Act of 1982 
came into force, are exempt from extraction fees under 
Section 151 (2) No. 2 BBergG. In practice, this mainly af-
fects lignite mining and, until the end of mining in Ger-
many in 2018, also hard coal (see GIZ 2019). Oil and 
gas extraction in Germany, on the other hand, has so 
far been subject to extraction levies, with levy rates ex-
ceeding the standard levy rate of 10%. However, in Jan-
uary 2021, the state of Lower Saxony decided to fully 
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repay the production levy in 2020 for the companies 
concerned and to levy only 5% of the market value in 
2021. In subsequent years up to 2030, the extraction 
levy for natural gas is to be reduced from the previous 
regular rate of 27% on natural gas and 18% on crude oil 
to the standard levy rate of 10%. According to the state 
government's estimates, the state will thus forego rev-
enue of 250 million euros by 2030 (Lower Saxony Min-
istry of Finance 2021). 

Building materials such as sands, gravels and natural 
stones are natural mineral resources and therefore not 
subject to tax. Only in the new federal states, due to 
the Unification Treaty, are gravels, sands and natural 
stones classified as non-minable mineral resources un-
til 1996. In this respect, the extraction fee can also be 
levied for these mineral resources, provided that the 
mining rights already existed at that time (FÖS 2016). 

According to § 32 BBergG, the federal states can also 
set different amounts or exemptions for certain mineral 
resources or extraction sites. Possible justifications are 
threats to the competitive situation, disturbances of 
the overall economic balance and securing the supply 
of raw materials (FÖS 2011). The federal states have 
made extensive use of this, particularly with regard to 
the exemption for individual mineral resources (e.g. 
rock salts, peat) and the setting of a reduced level of ex-
traction levy (e.g. tree minerals in the new federal 
states) (cf. GIZ 2019).  
 

Quantification of the biodiversity damaging fraction 

The preferential treatment of the extraction fee is a fi-
nancial incentive for the extraction of raw materials. 
Raw material extraction has a negative impact on bio-
diversity. The German Federal Nature Conservation 
Act (BNatSchG) stipulates that the polluter must com-
pensate for the impact by, for example, renaturation, 
recultivation or near-natural design of the affected 
area (FÖS/FUE 2021). Valuable habitats for species 
(e.g., in disused quarries) are also created in some 
places after mining activities have ceased (LBV 2021). 
Nevertheless, mining is accompanied by an irreversible 
intervention in soils and landscapes. Moreover, areas 
valuable for nature conservation could have been se-
cured for nature conservation even without mining ac-
tivities. The preferential treatment in the extraction 
levy is thus completely detrimental to biodiversity.  

Due to the restriction of the levy to non-mining mineral 
resources and the exemption of individual raw materi-
als due to "old rights" as well as possibilities of the fed-
eral states to create exemptions and tax relief, the rev-
enues from the extraction levy are negligible in most 
federal states (FÖS 2016). In 2018, they amounted to 
approximately 240 million (GIZ (ed.) 2021). The lost 
revenue is to be considered a subsidy. If revenue is 
taken as the market value, the subsidy volume in 2019 

was up to 629 million euros, of which approx. 180 mil-
lion euros were for lignite alone.  
 

Table 3: Subsidy volume in the subsidy levy 
(million euros, 2019) 

Industry branch 
Revenue (Mio. 

Euro) 

Extraction of natural stone, 
limestone, gypsum, chalk, etc. 

1.902,9 

Extraction of gravel, sand, clay 
and kaolin 

2.488,7 

Other quarrying 101,2 

Coal mining 1.800,3 

Total 6.293,1 

Promotion levy (standard rate) 10 % 

Subsidy (Mio. Euro) 629,3 

Source: (BBS 2020) (Federal Statistical Office 2020), own calculations. 
Sales of coal mining and the extraction of natural stone, lime-
stone, gypsum, chalk, gravel, sand, clay and other minerals. 
Excluding services in the sectors concerned. Including for-
eign sales and sales by companies in the new federal states 
which may pay extraction taxes. The total is thus somewhat 
overestimated. 

 
 

Extent of biodiversity degradation 

The extraction tax has a medium level of harmful ef-
fect: 

 The subsidy has a direct impact on biodiversity, as 
the extraction of raw materials at the location of the 
subsidy leads to impairments such as landscape de-
struction and damage to animal and plant species 
(see chapter 3.1). Indirect effects on biodiversity 
arise from climate change. In the case of the extrac-
tion levy, this relates in particular to lignite, which is 
fully exempt from the extraction levy (UBA 2016). 

 Medium area impact: even though the interven-
tions at the respective site are often serious, the to-
tal area affected by raw material extraction in Ger-
many is limited. In 2017, about 1,527.75 km² of the 
area in Germany was occupied by raw material ex-
traction. This corresponds to about 0.4% of the to-
tal area of Germany (UBA 2019a).  

 Impact intensity and duration: However, the im-
pact intensity of raw material extraction is often 
very high. For example, lignite mining in North 
Rhine-Westphalia will destroy the Hambach Forest, 
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one of the last undestroyed natural areas in the 
Lower Rhine Bay (BUND 2021). Raw material min-
ing often reshapes landscapes for decades. Mining 
damage, such as landslides, occurs particularly in 
opencast lignite mining and in some cases leads to 
significantly restricted subsequent use (FÖS 2015). 

4.2 Reduced VAT on animal 
products 

Value added tax was introduced in Germany in its cur-
rent form in 1968. It is a form of sales tax that is levied on 
sales to end customers. The standard VAT rate has 
been 19% since 2007 (with the exception of a tempo-
rary reduction in 2020 to ease the burden on consum-
ers during the Corona pandemic), and Germany also 
has a reduced VAT rate of 7% which is levied on some 

everyday goods (a list of products can be found in An-
nex 2 of the Value Added Tax Act (UStG)). The reduced 
tax burden is intended to guarantee that all citizens can 
afford these products, which include most foodstuffs, 
but also books, firewood or, more recently, period 
products. 

With a few exceptions, most animal foods such as meat, 
fish, milk (products) and eggs are also subject to the re-
duced value-added tax rate. The total volume of subsi-
dies amounts to approximately 5.2 billion euros in 
2012 (UBA 2016). 

At the time of the introduction of the sales tax, a reduc-
tion for animal products was still justifiable, since for 
parts of the population animal products were a rarely 
affordable commodity and thus nutrients such as pro-
teins, iron or calcium were not always covered. 

Figure 4:  Meat consumption per capita (in kg) in Germany 1816-2011 (excluding fishery products) 

  
Source: (Langthaler 2016) 
 

As Figure 4 shows, however, meat consumption in Ger-
many has risen sharply since then and, at an average of 
60 kg of meat(goods) per capita and year, is now about 
two to four times higher than the amount recom-
mended by the German Nutrition Society (FÖS 
2020d). In addition, the year-round variety of food 
available today makes it much easier to substitute ani-
mal proteins with plant proteins, for example. For this 
reason, subsidizing animal foods is no longer necessary 
today. Milk substitutes such as oat milk, on the other 
hand, are subject to the standard tax rate. This in-
creases the incentive to choose an animal product in-
stead of a plant-based alternative. 

The production of animal foods in Germany has also in-
creased significantly in recent years. For example, meat 

production has increased in the past and milk produc-
tion also rose by almost 40% between 1990 (23.7 mil-
lion tons) and 2019 (33.1 million tons) (Statista 2020).  

 

Figure 5:  Meat production in Germany 

 
Source: (Thünen-Institut 2020) 
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The negative environmental and climate impacts of 
this mass production of animal-based foods are grave. 
A large proportion of greenhouse gas emissions from 
agriculture are attributable to livestock farming. The 
cultivation of animal feed takes up about 60 % of the 
agriculturally used area. In regions with intensive live-
stock farming, the application of farm manure leads to 
high nitrate surpluses, which pollute soils and waters. 
Air pollutants such as ammonia endanger humans and 
the environment, and pollutants such as pesticides and 
pharmaceuticals used in livestock farming end up in 
soils and waters. The use of pesticides endangers in-
sects and other animals, and the use of large agricul-
tural machinery leads to soil compaction (for a detailed 
description, see (FÖS 2020d). 

Thus, animal food production is an important driver of 
biodiversity loss in Germany.  
 

Quantification of the biodiversity-damaging share 

Since the reduction of VAT on animal-based foods en-
courages overconsumption of meat, fish, milk and eggs 
and gives them a tax advantage over plant-based alter-
natives, this subsidy must be seen as completely dam-
aging to biodiversity. A complete abolition of this tax 
privilege would therefore be desirable. 

Figure 6: Subsidy volume by product group (Mio. 
Euro) 

 
Source: (BMEL 2016); own calculation 
 

As shown in Figure 6, a large part of the subsidy volume 
concerns meat and dairy. These are a key driver of bio-
diversity loss due to the large amount of land used for 
feed production and the associated greenhouse gas 
emissions. 
 

Extent of biodiversity degradation 

The biodiversity-damaging components of the VAT re-
duction on animal foodstuffs can be assumed to have a 
high degree of damaging effects.  

 The subsidy has a direct impact on biodiversity by 
reducing the purchase price of animal foods, thus 
incentivizing the mass production of animal foods 
while making some plant-based alternatives less 
fiscally viable. In addition, the reduction in VAT has 
an indirect impact on biodiversity through the high 
greenhouse gas emissions of animal agriculture. 

 The subsidy has a strong area effect, as more than 
half of the agricultural land used for animal food 
production must be used to grow feed. This in-
cludes greenhouse gas-intensive land such as 
drained peatlands.  

 The subsidy contributes to a permanent overload-
ing of soils and waters with nitrates and trace sub-
stances, especially in regions with high livestock 
density. 

 

In addition, it must be mentioned that the abolition of 
the VAT reduction on animal foodstuffs can only be 
one aspect of reducing the threat to biodiversity posed 
by livestock farming in Germany, since the export vol-
ume of animal products has increased significantly in 
recent years, and incentives for biodiversity-damaging 
production methods must be reduced not only on the 
consumption side, but also on the production side. 

4.3 Travelling allowance 

According to various estimates, the travelling allow-
ance costs the state 4 to 5.6 billion euros annually 
(IfW Kiel 2018; Jacob et al. 2016; UBA 2016). The trav-
elling allowance subsidizes commuting and thus pro-
motes the trend toward longer commutes and urban 
sprawl. This is accompanied by higher traffic volumes, 
road construction and land consumption, which con-
tribute to the fragmentation of habitats (landscape 
fragmentation) and direct and indirect damage to eco-
systems. 

With the commuting allowance, employees can de-
duct their travel expenses from their taxable income 
(Section 9 EstG). To this end, 30 ct per kilometer of the 
single distance between the place of residence and the 
place of work are claimed as income-related expenses 
in the income tax return. Although the travelling allow-
ance is independent of the mode of transport, 60% of 
all journeys to work were made by car in the period 
2010-2019 (see Figure 7; Karlsruhe Institute of Tech-
nology 2020). According to the German Federal Sta-
tistical Office (Destatis o. J.), in 2016 as many as 68% of 
commuters used cars and 14% public transport. 
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Figure 7: Share of transport modes in the traffic 
volume of direct commutes to work 
(2010-2019) 

 
Source: own representation based on the German Mobility Panel 

(Karlsruhe Institute of Technology 2020). 

Income-related expenses (which, in addition to travel 
expenses, include e.g. costs for work equipment, enter-
tainment expenses, business trips, training costs) can 
be claimed as a lump sum up to 1,000 euros per year. 
The commuting allowance therefore only has an effect 
if the lump sum is exceeded/exhausted. The tax relief 
effect of the travelling allowance also depends on the 
level of the personal marginal tax rate. The higher the 
tax rate, the greater the absolute reduction in income 
tax payable. According to calculations by the IMK 
(2019), the relief for a married couple with a gross in-
come of 25,000 euros amounts to 246 euros per year 
(a commute of 25 km on 220 working days per year was 
assumed). With a gross income of 80,000 euros, the 
relief amounts to 565 euros, more than twice as much 
(assuming otherwise the same parameters). The relief 
effect therefore increases with income, although the 
actual/absolute costs of a rail ticket or fuel are the same 
for everyone.  

High-income households tend to have higher in-
come-related expenses, longer commutes and a 
higher tax rate, which is why they benefit more strongly 
and disproportionately from deductibility in absolute 
terms (Jacob et al. 2016). Almost 40% of the subsidy 
volume benefits the highest-income 20% of the popu-
lation; the poorest 20% receive far less than 10% (FÖS 
2021). 

As part of the 2030 climate protection program, the 
flat rate has been increased from 30 to 35 ct from the 
21st distance kilometer since the beginning of 2021. 
From 2024 to 2026, the amount will be increased by a 
further 3 ct. This is intended to cushion costs arising 
from the CO2 price introduced in 2021 for commuters 

with long commutes. The proposed increase will cost 
an additional 20 million, 169 million and 212 million eu-
ros in 2021, 2022 and 2023, respectively, according to 
the federal government (2019). According to the gov-
ernment's plans, low-income earners who do not pay 
income tax and therefore cannot claim any commuting 
expenses will receive a "mobility bonus" amounting to 
14% of the commuting allowance.  

In an international comparison, Germany is one of the 
few countries in which travel costs by car can be 
claimed unconditionally. In many other countries, 
travel expenses are generally not tax-deductible 
(FÖS/GWS n.a.).  

 

Quantification of the biodiversity-damaging share 

The distance subsidy is partially harmful to biodiversity. 
A large part of the subsidy benefits car traffic, which is 
used by the vast majority of commuters. Significantly 
smaller proportions use public transport or the bicycle 
(see Figure 7). While public transportation is signifi-
cantly less polluting, it also contributes to landscape 
fragmentation and land consumption, as well as other 
environmental damage. Even commuting by bicycle or 
on foot requires appropriate infrastructure. Compared 
to the status quo, however, a modal shift away from cars 
would have a positive effect on biodiversity and the en-
vironment in general. The biodiversity-damaging share 
of the subsidy is therefore estimated to be at least 60% 
(cf.Figure 7), i.e. around 2.4 to 3.36 billion euros per 
year. 

Commuting by car accounts for an estimated 14% of to-
tal car road traffic (FÖS 2020b): The 18.4 million em-
ployed persons in Germany have an average commut-
ing distance of 36.2 km (outward and return journey) 
(Karlsruhe Institute of Technology 2020) on an as-
sumed 225 working days per year. The total transport 
effort thus amounts to 149.9 billion person-kilometers. 
With a share of 60 %, the distance traveled by car 
amounts to 89.9 billion passenger kilometers, or 
around 14 % of the 642 billion kilometers of total mile-
age (UBA 2020c).  
 

Extent of biodiversity degradation 

In the case of the biodiversity-damaging components 
of the travelling allowance, a high degree of direct and 
indirect damaging effect is to be assumed: 

 Causality: Due to the induced additional traffic, the 
subsidy has a direct impact on biodiversity through 
noise and light emissions, pollutant inputs (fossil 
fuel combustion, brake and tire abrasion) as well as 
direct killing of animals. Car traffic contributes di-
rectly to insect mortality (and thus indirectly to fur-
ther species extinction). According to our own esti-
mates (see above), car commuting accounts for 
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around 95 billion person-kilometers per year. A fur-
ther direct effect of the travelling allowance results 
from the fragmentation and destruction of ecosys-
tems through landscape fragmentation and the 
sealing off of habitats in connection with urban 
sprawl and road construction. Secondary effects 
result from the climate-damaging impact of traffic. 
Road transport (passenger cars only) emitted 
nearly 100 million tCO2 in 2018 (BMU 2018), of 
which an estimated 15 million tCO2 are attributable 
to commuting (assuming a 14% share of commuting, 
see above). At a cost rate of 195 euros/t CO2e (UBA 
2020d), the climate damage caused by this 
amounts to around 2.9 billion euros. 

 The travelling allowance has a strong area effect 
because it encourages the trend toward urban 
sprawl and thus affects a wide range of living spaces 
across the board. In turn, new construction outside 
of cities encourages additional road construction 
due to, among other things, additional trips to work, 
shopping, and recreational activities. Land con-
sumption for transport purposes has been increas-
ing in Germany for many years and, at over 18,000 
square kilometers (UBA 2020b), accounts for 
around 5% of Germany's total land area. 

 Impact intensity and duration: Habitats for spe-
cies are permanently and irreversibly lost due to 
sealing of surfaces and fragmentation of land-
scapes as a result of urban sprawl. 

4.4 "Baukindergeld" 

The Baukindergeld program provides subsidies for the 
purchase of owner-occupied residential property for 
families with children. The program has been running 
since September 2018 and provides for a total funding 
volume of almost 10 billion euros (BMI 2019). The fed-
eral subsidy will be selectively increased by individual 
states (e.g., Bavaria) and municipalities (BMI 2021). By 
the end of December 2020, just under 310,000 fami-
lies had applied for the Baukindergeld, which has al-
ready committed funds amounting to 6.15 billion eu-
ros, i.e., more than half of the available funding volume 
(KfW (2018), KfW (2019), KfW (2020)). According to 
the current status, only properties with a purchase con-
tract or building permit will be subsidized until March 
31, 2021 (BMI 2021). The application for Baukindergeld 
can still be submitted until 31.12.2023. 

Owners of owner-occupied housing who are them-
selves entitled to child benefits or live in a household 

 
 
5  The data do not contain a further breakdown by loca-

tion ("greenfield" or inner-city as redensification). 

However, new owner-occupied homes are promoted 

more than new owner-occupied apartments. Owner-

with a person entitled to child benefits and whose an-
nual taxable household income does not exceed 
90,000 euros are eligible to apply. For each additional 
child, the household income limit may be increased by 
15,000 euros. Children must not have reached the age 
of 18 at the time of application. The subsidy amount is 
then 12,000 euros per child over a subsidy period of 10 
years (1,200 euros per year).  

62% of all applications for Baukindergeld that received 
a positive decision between the start of the program in 
September 2018 and March 2020 were submitted by 
families with an annual taxable income of less than 
40,000 euros (Federal Government 2020). 

The Baukindergeld is intended to increase the home 
ownership rate of families in Germany, which is low in 
comparison with the rest of the EU. The German gov-
ernment plans to evaluate the effects of the Baukin-
dergeld on the development of the home ownership 
rate, which was 46.5% in 2018, in the summer of 2021.  
 

Quantification of the biodiversity damaging fraction 

The Baukindergeld can be claimed for existing proper-
ties as well as for new buildings. Existing properties 
have no additional negative impact on biodiversity, 
whereas this is the case for new buildings - especially 
"on greenfield sites". The subsidy is therefore partially 
harmful to biodiversity. 

Slightly more than a quarter of the funding volume of 
EUR 6.51 billion committed to date (as of December 31, 
2020) will be granted as a subsidy for the purchase or 
construction of new owner-occupied apartments or 
homes5.  
 

occupied homes tend to be built more frequently in 

new housing developments on the urban fringes or in 

rural areas.  
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Figure 8: Funding commitments for new and 
existing properties 2018-2020 
(million euros) 

 
Source: KfW (2018), KfW (2019), KfW (2020) 

 

The share of commitments for new buildings has in-
creased from year to year. In 2020, every third funding 
commitment was made for a new building (Figure 9). 
This is due to the fact that only new buildings with a 
building permit after January 1, 2018 were eligible for 
subsidies and, at the same time, the application can 
only be submitted after moving in. Due to the time lag 
between the building permit and moving in, there were 
initially comparatively few applications for the Baukin-
dergeld for new construction.  

Figure 9: Share of new buildings in funding 
commitments 2018-2020 (in %) 

 
Source: KfW (2018), KfW (2019), KfW (2020) 

 

It can be assumed that the share of new construction in 
the funding commitments will continue to increase un-
til the total planned funding volume of 10 billion euros 
is reached. Conservatively, the current share of the to-
tal volume is assumed here. The biodiversity-damaging 
share of the funding volume thus amounts to at least 
2.65 billion euros over the entire term of the disburse-
ments. 

In this context, however, it should be noted that high 
deadweight losses can be assumed for the building 
subsidy, i.e. the subsidies are claimed by families who 
want to build or buy anyway (IW Köln 2018). This par-
ticularly affects households with higher incomes (DIW 
2018). If the subsidized activity would have taken place 
even without a subsidy, the subsidy itself has no addi-
tional negative effect on biodiversity (Gubler et al. 
2020).  
 

Extent of biodiversity degradation 

The biodiversity-damaging components of the Baukin-
dergeld can be assumed to have a high degree of dam-
aging effects: 

 The subsidy has a direct impact on biodiversity by 
favoring new construction and thus land sealing. 
This was already a source of criticism from numer-
ous stakeholders before the introduction of the 
Baukindergeld in 2018 (see e.g. DIW 2018). 

 The building subsidy has a strong area effect, since 
new construction leads to urban sprawl and thus 
has a broad impact on a variety of habitats. Agricul-
tural land is often converted into residential land. It 
can be assumed that a large part of the new con-
struction induced by the Baukindergeld takes place 
on the outskirts of cities and in rural areas. Most of 
these are single-family homes, which are particu-
larly land- and resource-intensive. An indication of 
this is the distribution of applications across urban 
and community types. It shows that a dispropor-
tionately large number of applications are submit-
ted in rural communities and small towns (up to 
20,000 inhabitants). More than half of the applica-
tions come from these categories, even though 
they account for only about 25% of the total popu-
lation. Particularly few applications are submitted in 
large cities (Federal Government 2020). This is due 
to the fact that more vacant building sites are avail-
able in rural areas and prices are moderate. The 
building allowance thus noticeably lowers the cost 
of buying property in rural areas, whereas in cities it 
is of little consequence in view of the high property 
prices. As a result, the Baukindergeld becomes a 
"lead premium for rural areas" (DIW 2018). This is 
also problematic insofar as newly built single-family 
home areas in areas with a high age structure could 
then stand empty again in two to three decades (IW 
Köln 2018). New construction outside of cities, in 
turn, promotes additional road construction and 
motorized individual traffic, among other things, 
due to further routes to work, shopping, and leisure 
activities. This in turn has far-reaching negative im-
pacts on biodiversity through land fragmentation, 
pollutant and CO2 emissions (see chapter 3.4). 

 Impact intensity and duration: Habitats for spe-
cies are permanently and irreversibly lost due to 
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land sealing and the fragmentation of landscapes 
as a result of urban sprawl.  
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5 Conclusion and findings 

In Germany, biodiversity is declining at an ever-in-
creasing rate. Climate change, intensive agriculture, 
habitat destruction and fragmentation, and increasing 
soil sealing are key drivers of biodiversity loss. 

Environmentally harmful subsidies contribute to the 
loss of biodiversity by creating economic incentives to 
reward behavior that is harmful to nature. Such subsi-
dies can be found in all sectors. In this analysis, a total 
of 29 subsidies were identified, with a total annual vol-
ume of more than 67 billion euros. However, not all 
subsidies have a biodiversity-damaging effect as a 
whole, so that the total volume cannot be equated with 
the biodiversity-damaging volume. The total amount 
of the biodiversity-damaging share could not be quan-
tified within the scope of this study. Important exam-
ples of subsidies are: 

 In the mining of raw materials, many mineral re-
sources are exempt from extraction fees and water 
extraction charges. This does not provide any in-
centives for resource conservation. 

 In agriculture, the first pillar of the EU's agricultural 
policy still consists mainly of area-based direct pay-
ments, from which intensive farming in particular 
benefits. The reduced VAT rate on animal food-
stuffs promotes the consumption of meat, fish, milk 
and eggs. Livestock farming is particularly responsi-
ble for the loss of biodiversity. 

 Traffic, especially road transport, contributes sig-
nificantly to the loss of biodiversity through frag-
mentation of ecosystems, air pollutants and GHG 
emissions. The traveling allowance creates incen-
tives for long commuting distances, company car 
and diesel privileges promote motorized individual 
transport.  

 The "Eigenheimzulage", which was actually abol-
ished, was reintroduced with the "Baukindergeld", 
which has been in effect since 2018. Against the 
backdrop of land and resource intensity, the con-
struction of new single-family homes in particular 
must be viewed critically. Indirectly, the "Baukin-
dergeld" also provides incentives for new construc-
tion on greenfield sites. 

 In the energy sector, there are numerous exemp-
tions for industry that directly favor the consump-
tion of fossil fuels or reduce efficiency in electricity 
consumption.  

Some subsidies could be redesigned to minimize the 
negative impact on biodiversity, such as agricultural 
subsidies, electricity price exemptions, or the traveling 
allowance.  

Other subsidies are completely detrimental to biodi-
versity, such as the preferential taxation of subsidies 
and the reduction in VAT for animal-based foodstuffs. 
They should be abolished altogether. In the case of the 
extraction levy, this would require amendments to the 
Federal Mining Act and the adaptation of the state or-
dinances (FÖS 2016). The increase in VAT on animal 
foodstuffs would be in line with the EU-VAT directives 
and could therefore be implemented quickly and eas-
ily. For reasons of acceptance and to avoid hardship 
cases, however, the basic social security benefits 
should be raised at the same time and time should be 
allowed for informing citizens (FÖS 2021). 

For selected subsidies, the study quantified the biodi-
versity-damaging share and assessed the extent of the 
damaging effect according to the categories low, me-
dium and high (Table 4) Criteria for this were the cau-
sality between subsidy and biodiversity loss, the area 
effect, the effect intensity and the duration of the inter-
vention. 

Table 4:  Assessment of the biodiversity-damaging effect of selected subsidies 

Subsidy 
Subsidy volume Biodiversity damaging share Extent of the damaging 

effect 

Billion euros p.a.  Billion euros p.a.  

Discounts from the extraction levy 0.63 completly 0.63  medium 

Common Agricultural Policy (CAP), 
first pillar* 4.85 predominantly 3.39 – 4.85* high 

Reduced VAT rate on animal-based 
products 5.2 completly 5.20  high 

Travelling allowance 4.8 partially 2.40 – 3.36  high 

"Baukindergeld" 1.0 partially 0.265** high 

Source: own illustration *The environmental and nature-damaging effects of CAP subsidies, especially of the first pillar, have repeatedly been the 
subject of numerous studies and are therefore not considered in detail here. The biodiversity-damaging share is given as a range without and with 
greening measures (no own quantification) **Proportionate subsidy volume divided by duration (10 years).

 

It can be seen that the VAT reduction on animal-
based foods scores poorly in all categories: it has a high 

annual subsidy volume and a high degree of damaging 
effect on biodiversity. The subsidy volume could in-
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stead be used to promote healthy and sustainable nu-
trition, especially for low-income households, or com-
plementary measures such as school and club sports 
(FÖS 2021). 

Changes to the travelling allowance are also urgently 
needed from the perspective of biodiversity protection. 
In the past, several reforms have shown that they can 
be justified in terms of environmental policy and con-
stitutional law, e.g. if they are justified in terms of traffic, 
settlement and environmental policy6. With a reform, 
e.g. in the form of a conversion into an "income-inde-
pendent mobility fee" for public transport, both social 
hardships could be cushioned and the biodiversity-
damaging effect greatly reduced (FÖS 2021). 

Alternative instruments should also be considered for 
the Baukindergeld, which increases the demand for 
housing, in order to achieve the goal pursued with the 
Baukindergeld of promoting low-income families while 
minimizing the negative effects on nature. It is conceiv-
able, for example, to grant the subsidy only for the pur-
chase of existing properties (IW Köln 2018) or to in-
crease housing or child benefits, especially for low-in-
come families, and to provide additional support for so-
cial housing (BfN 2019). This could also be focused on 
the use of existing buildings. 

Last but not least, the preferential treatment of the 
extraction levy for mineral resources should be abol-
ished, even if the subsidy is not quantitatively as signif-
icant as, for example, the traveling allowance or the 
VAT reduction for animal foodstuffs. This is because, in 
addition to its function of skimming commodity rents, 
the extraction levy is also intended to internalize exter-
nal costs and create efficiency incentives (FÖS 2016). 
This will not be achieved if most mineral resources are 
exempt from it. It would make even more sense to re-
place the value-based extraction levy with a quantity-
based tax (primary building materials tax) in order to 
better reflect the damage effect, which is usually linked 
to the extraction volume (cf. (FÖS et al. 2021). 

Despite numerous commitments and declarations by 
Germany at national and international level on biodi-
versity protection and the reform of environmentally 
harmful subsidies, there has been little progress in re-
ducing them in recent years; on the contrary, new ben-
efits, such as the Baukindergeld, have been introduced. 
In view of the dramatically progressing climate and bi-
odiversity crisis, the next federal government should 
give high priority to the reduction of environmentally 
harmful subsidies and finally turn words into deeds. 

 

 

  

 
 
6  BVerfGE from 09.12.2008 

http://www.bverfg.de/entschei-

dungen/ls20081209_2bvl000107.html = NJW 2009, 

48 f 

http://www.bverfg.de/entscheidungen/ls20081209_2bvl000107.html
http://www.bverfg.de/entscheidungen/ls20081209_2bvl000107.html
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