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Reform on the Environmental Tax: Inspiration from

Economics Mechanism and Practice in the EU
YU Min

Abstract: To achieve the goal of sustainable development the market — driven incentive measures are
adopted by many countries to promote green growth. As an effective incentive measure the environmental
tax aims to internalize the externalities and to encourage economic entities to make rational choice by policy
arrangements of adjusting prices of goods and service. Based on the double dividend theory subject to the
principle of income neutrality and by the reform on environment tax the environment tax revenue can be
used to alleviate the distortion of the existing taxes on capital and labor so as to achieve green growth. The
EU member states have established a system of green taxes for sustainable development in which the reform
on “green tax transfer” has proved that the reform by delicate design and achieve all — win effect on econo—
my society and environment. The general experience of the EU practice has brought inspiration and refer—
ence to the reform on environmental tax in our country.

Key words: market — driven incentive measures environmental tax economics
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