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Introduction

Despite its European origin and practical implementation, environmental taxation
has transcended the EU borders and is already included in the tax systems of countries
in the Far East. This does not mean “exporting” of taxes in the sense of transfer of the
local tax burden onto foreign residents/jurisdictions, rather it means acceptance of
good environmental taxation practices to protect the environment. The purpose of this
article is to analyze the transfer of good environmental taxation practices from the EU
to the Far East. The following research tasks are to be resolved in order to achieve
this goal: green taxes stand out as a factor of low-carbon growth and the “export” of
good environmental taxation practices is placed in the context of the energy and
transport sectors of the Far East countries.

1. Green taxes – a factor of low-carbon growth

The transfer of environmental taxes from Europe to countries such as Japan,
China and South Korea is an expression of shared responsibility for protection of the
environment. Why should these countries apply green taxes? First of all, they are not
only leaders in the global economy, but they are also among the top ten air polluting
countries. These three countries emit a total of about 30% of greenhouse gases worldwide.
For comparison, the emissions of СО2е

1 in EU-27 account for around 14% of world
emissions2. Secondly, countries without environmental taxes become attractive for polluting
industries and activities, because, all other conditions being equal, the economic players
are spared such taxes. Pollution is not restricted by territory, tax jurisdictions, economic
integration communities, political or monetary unions.3 Hence, countries without
environmental taxes “generate and export” pollution to those with a “green” tax system.
Thirdly, the geographical distribution of eco taxes is favourable for the maintenance of
relative prices, and hence for the competitiveness of the different economies. All of the
three above-mentioned countries compete with the EU while Japan and the Republic of
Korea are members of the OECD along with Germany, Britain, France, etc.

1 Equivalent of carbon dioxide measured usually in tons. This is the most frequently applied measure of
the amount of greenhouse gases. An equal amount of these gases has a different potential for climate
warming. Carbon dioxide is accepted as a general standard – e.g. one ton of methane warms up 25 times
more the atmosphere than one ton of carbon dioxide. Hence 1t CH4 = 25 t CO2e.

2 http://en.wikipedia.org/wiki/List_of_countries_by_carbon_dioxide_emissions (12.07.2012).
3 Regarding the carbon pollution which is only part of environmental pollution this is expressly formulated

in English language – carbon leakage.
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In 2009 the OECD approved a declaration of the so called green growth4. It is
a modern interpretation of sustainable development integrating the faster recovery
from the current global crisis with long-term aspects - environmental protection and
more specifically measures against climate change. The theoretical foundation of green
growth is associated with the so called curve of the Nobel Prize winner economist
Simon Kuznets5, which Meadows and et al6 have successfully adapted to the pollution
of the environment. This is how the environmental Kuznets curve originated. The
similarity to the original Kuznets curve is obvious: the improved welfare suggests
consumption of more energy, resources and materials leading to increased rate of
pollution. The achievement of a specific higher level of GDP is associated also with a
country’s greater capacity to combat and decrease pollution. In the spirit of the
environmental Kuznets curve and the doctrine of green growth Japan announced
ecology as one of the pillars in combating the global crisis. China’s tax policy is also at
a crossroads – key industries should be encouraged under the conditions of crisis and
the country is currently the largest polluter in the world. How to “detach” this country’s
economic growth from the enormous concentration of pollution? In the twelfth five-
year plan approved by the Chinese Communist Party in March 2011, the introduction
of environmental protection taxes is considered a priority both for the tax system and
for low-carbon growth. China is gradually catching up with EU-27: while in 2000 the
Community collected 2.5 times more environmental taxes as a GDP share, in 2009 it
was only 1.4 times more7. Closest to the European tradition in environmental taxation
is the Republic of Korea, see the graph below:

4 Kim, S.-R., Carbon Taxation for Green Growth in Korea: The Design of Carbon Tax Scheme, June
2011, paper for the International Conference on ETR/EFR for Green Growth, April 27, 2011,
http://www.apeaweb.org/confer/bus11/papers/Kim_sr.pdf

5 Kuznets assumes that there is a connection between economic development and unequal income
distribution similar to the Latin letter “U” turned upside down.

6 Meadows, D.H., D.L. Meadows, J. Randers, W.W. Behrens, The Limits to Growth, Universe Books,
1972, New York.

7 Chazhong,  G., L.,  Xiaoqiong, W. Jinnan , R Yajuan, X. Minbin.,Taxation Reform for Promoting Low
Carbon Green Growth in China, рр. 1-4.
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Source: OECD

Fig. 1. Relative share of environmental tax in the GDP of EU-27,
Japan and the Republic of Korea, 1998-2008 г.

Since the beginning of the 21st century the state has been collecting around 3%
of the GDP in the form of eco taxes, which is more comparable to the EU rather than
to the OECD. Between 2000-2004 and 2006-2008 South Korea registered a higher
environmental tax weight than the average for EU-27. Unlike Korea, Japan protects
its economy against eco taxes which are slightly more than 1.5% of the GDP. According
to some authors, a combination of factors increases their weight in the tax revenues –
growth of the rates and reduction of the importance of the other taxes due to the
strong cyclical influence suffered by the latter8.

In all three Far Eastern countries the “greening” of the tax system affects mostly
the energy and transport sectors which is the European tradition. Specific excise
duties and property taxes are used as environmental taxes. China was the last to join
this practice and by 2003 relied heavily on administrative tools – fines and penalties –
to promote the protection of the environment. The benefit of administrative tools
however should not be underestimated. They allow for the application of the “polluter
pays” principle and generate funds for the preservation of the environment under the
conditions of shortage of environmental investments in the 1970s and 1980s. In addition,
administrative instruments are compatible with a command economy as the Chinese
economy at that time. The creation of market economy however presupposes
redirection towards market instruments such as taxes. In this sense, the imposition of
specific excise duties is complemented by ad valorem taxes on certain fuels, detergents,
mercury and chromium batteries etc9.

8 Capozza, I. ,“Greening Growth in Japan”, OECD Environment Working Papers, No. 28, 2011, OECD
Publishing, http://dx.doi.org/10.1787/5kggc0rpw55l-en (16.08.2012).

9 Ad valorum taxes are imposed on value indicators.
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2. Environmental tax practices in the energy sector
of the Far East countries

Just like in the EU the energy sector is “the preserve” for environmental taxation
in the countries of the Far East. For the most common fuels Japan and Korea comply
with the minimum excise rates of the Community while most of the “old” EU member
states impose much higher taxes on diesel and unleaded petrol.

* minimum rates according to 96/2003/ЕС;
** unleaded petrol.

Fig. 2. Taxation of unleaded petrol and diesel fuel
in Japan, Korea and EC-27 in 2010, (EUR/1000 l)10

The diagram in fig. 2 shows that Japan and Korea have put in practice the
European policy of tax subsidies to diesel considering it a business fuel. This places
an accent on the competitiveness of energy intensive and export sectors rather than
on decreased pollution as it has been proven that diesel fuel is a stronger pollutant of
the environment. On the other hand, the heavy burden of unleaded petrol is unexpected
for Japan, dominated by vehicles with petrol engines. It is worth making a parallel
here with another global “power” in the automobile industry – Germany – where the
tax subsidy for diesel is traditional and together with the relief from some energy eco
taxes amounts so far to 0.3% of the country’s GDP11. The tax subsidy in Germany is
justified, given the majority of vehicles with diesel engines and the rates are differentiated
not only by type of fuel, but also depending on the content of sulfur/kg12.

1 0 The rates in Japan and the Republic of Korea are used by the OECD, Exchange and Tax Rate Tables,
2000-2010, www.oecd.org.

1 1 OECD, Economic Surveys GERMANY, Overview, February 2012, p. 20.
1 2 If the sulfur component is up to 10 mg/kg Germany taxes 1000 l of unleaded petrol with € 654,50, and

diesel – with € 470,40. If the sulfur component is 10 mg or more then the rate is € 669,80, respectively
€ 485, 70.
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The higher operating costs of Japanese drivers of motor vehicle with petrol
engines provoke a public debate on the transformation of eco taxes into carbon taxes
levied directly on the pollution generated by different energy fuels. The Japanese
Ministry of Environment offered a carbon tax of Ґ 1064 ($ 10)/t СО2

13. Its approval
will decrease the excise duty on petrol, which will become equal to the minimum
excise in EU-27. This would be a gesture not only to the majority owners of cars but
also to the environment. On the other hand, in case of decrease of excise/1000 l of
petrol this could make Japanese consumers more indifferent to the economy of their
vehicles. A number of tax incentives need to be revised – the intended exemption of
coal production and steel production from carbon tax and the compensations for big
polluters. These will boost the competitiveness of Japan in international markets, but
will create various incentives for cleansing in different industries. Tax incentives
should be transient so as to allow the production sectors most endangered of the
carbon tax to “take a breath” while they “are greening” their assets and technologies.
Britain has set an example of pragmatic tax incentives by linking their award to specific
environmental outcomes. Voluntary agreements are signed there between the
government and the energy intensive industries which receive an 80% discount on the
climate change tax if they achieve a specific level of carbon emissions, respectively
of energy consumption14. This British practice is linked to another Nobel Prize winner
economist Ronald Coase15. He defends decentralized decisions whenever the rights
of private ownership and the specific polluters are clearly defined and the transaction
costs are not high. The voluntary agreements include negotiations with the state (its
institutions) and the company acts on an equal footing with the government. The
transaction costs are low because the parameters are set in advance. If the company/
ies does/do not achieve the agreed reduction of carbon or other pollution then it/they
will not obtain an 80% reduction of the tax on climate change (financial sanction).
Therefore, the motivation to reduce pollution is the tax incentive. The term ‘agreement’
is not accidental either as it highlights the good will of both parties to reach an agreement.
Unlike Japan, in the United Kingdom the tax incentive is not guaranteed and does not
provide security and comfort to large scale business polluters. The British practice is
an example of the integration of decentralized decisions into a fully centralized decision
1 3 In the draft directive of the EC on the change of excise structure since April 2011 the taxation per ton

of СО2 is set at € 20. At the same time Japan has experience with the direct taxation of pollution. Still,
about 0,5% of environmental taxes are formed at the expense of direct taxation of SОx emissions. These
are targeted revenues because they compensate the “victims” of these harmful gases. People with
health problems (medically proven), caused by sulfur oxides, receive compensations from operators of
installations since 1987. The tax revenues are determined ex post on the basis of the costs incurred for
the treatment of the “victims” and have not special fiscal significance. However, they are an example
of the compensation approach in the public finance and the principle “the polluter pays”. For details
see OECD, ENV/WKP (2010)14.

1 4 Martn, R., U. Wagner, The Effects of the Climate Change Levy and Climate Change Agreements on
Businesses in the United Kingdom: Evidence from Microdata and Martn, R., U. Wagner, L. de Preux,
The Effects of the Climate Change Levy and Climate Change Agreements on Manufacturing: Evidence
from Microdata, September 2011, http://www.nber.org/papers/w17446 (12.11.2011)

1 5 Coase, RH., The Problem of Social Cost, The Journal of Law and Economics, vol. III, October 1960.
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as the climate change levy. In this case the tax liability depends entirely on the results
at the “exit” which is typical of the new management in the public sector.

Korea is considering the application of the British practice of voluntary agreements.
When passing to carbon tax the energy intensive sectors may obtain tax relief under
voluntary agreements. The latter set a goal to companies to reduce СО2 emissions
and to prove investments/results from energy efficiency activities16. Thus they combine
the improved quality of environment and the competitiveness of different industries.
Irrespective of whether it will be called voluntary or contractual agreement it is a
method of sharing the responsibility for the environment between the state and the
private sector. The fiscal authorities in the Republic of Korea have been developing
scenarios for transition to carbon taxes since the beginning of 2013. The first scenario
is focused on overcoming the external negative effects of pollution which brings it
closest to Pigou’s ideas17. At the beginning of the 20th century he became convinced
that tax instruments are suitable for overcoming the discrepancy between marginal
private and public costs of pollution by making the actual polluter pay for the damages.

If Pigou’s ideas are followed the cost of fuel and electric energy in Korea will
rise too much. This raises the question of its political acceptability although the expected
fiscal effect is 8.9 trillion Korean Won (€5.5 billion). The second scenario of the
Ministry of Finance in Korea focuses on the acceptability of carbon taxes and will
allow households and the businesses to adapt. The fiscal effect from the lower carbon
taxes according to the second scenario is only 1 trillion Won (€ 618 million), but with a
much higher rate of collectability. China also considers the introduction of emission
tax. Its scope seems to be more ambitious as it will cover sulfur dioxide, carbon and
nitrogen oxides, solid and liquid waste. It will be in practice a comprehensive tax on
the pollution of air, soil and water. The designers of an eventual emission tax in China
are considering its application at a rate which reflects the damages incurred to the
environment. Another tax and political issue is to nominate an institution that will be
competent with regard to the emission tax. In case of decentralization the environmental
priorities of local authorities may be deformed. There are concerns that local authorities
would set low rates intentionally which would further undermine the planned eco tax
reform in China. A centralized approach to the tax rate in this specific case would be
a more reasonable decision that would prevent any shift of production capacities to
provinces with much lower emission taxes which is related to “leakage” of pollution
from provinces/regions with high tax rates to provinces with low tax rates in China.

As OECD member countries Japan and the Republic of Korea are aware of the
potential which carbon tax may have in reducing the burden of other deforming taxes
in their economies. Using the revenues from the future carbon tax Korea wishes to
decrease the intervention corporate tax. The outstanding amount will subsidize company

1 6 Kim, S.-R., Environmental Tax Reform for Green Growth in Korea: The Design of Carbon Tax Scheme,
July 2011, p. 23.

1 7 Pigou, A.C.,The Economics of Welfare, Macmillan and Co, London, 1962. Cit. from Groosman, B.,
Pollution Tax, 1999. Center for Environmental Economics and Management, University of Ghent, p.
566.
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R&D costs for the reduction of greenhouse gases. Japan has not reached a definitive
decision regarding the “recycling” of a future carbon tax however the vision is that the
additional revenues would take some of the burden off the workforce and the capital.
This country has already gained experience with the target nature of environmental
taxes. The excise duties on petrol and coal are currently used to finance the state
reserve of the two energy sources, the research of oil deposits, the opportunities for
electric generation from RES18 and the measures for energy efficiency. The excise
on aviation fuel is spent on the construction and maintenance of the airport infrastructure
in the country. The revenues from the emission tax envisaged in China will be channeled
to a target fund. It will finance the control on pollution, the investments in low carbon
technologies and R&D activities. In principle, “recycling” is a key element in the
organization of environmental tax and in the EU. The eco tax reform in Germany
owes its popularity to the fact that the revenues from the taxation of energy carriers
reduce employers’ costs for mandatory pension insurance. Without the revenues form
eco taxes amounting to €18.6 billion (2003) the rate of mandatory pension insurance
contribution in Germany would come up to a total of 21.2% while currently it is 19.7%.
The reduction of 1.5% is provided to the employers19. The approach in the United
Kingdom is similar. The revenues from the climate change levy in the UK are recycled
and reduce an employer’s mandatory social security contribution by 0.3%. A small
amount of these revenues is used to finance the Carbon Trust, a state institution providing
resources for R&D in energy efficiency and RES. Despite the global crisis and the
serious budget deficit, the United Kingdom used the increase of the solid waste tax
(2008) to reduce the corporate tax. Sweden is running a ten year program (2001-
2010) where the excise duties on fuel and energy, the taxes on measured emissions of
sulfur and carbon dioxide, reduce personal income tax and mandatory social security
contributions. At the end of 2010 about € 3.3 billion or 1.4% of the country’s GDP
“relies” on pollution and relieves labour as a production factor. Denmark follows a
similar policy of recycling where the twice as high taxes on non-renewable fuel, electric
energy, solid waste, in combination with new taxes on drinking and waste water, plastic
bags, reduce personal income tax for the poorest people and the people with medium
income. In the Netherlands and Austria the additional revenues from eco taxes reduce
corporate and personal income taxes.

The “recycling” of eco tax revenues is in principle well accepted by the public.
It not only improves the quality of the environment (eco dividend) but also seeks to
influence the labour market by reducing the costs of employers and employees. That
is the nature of the so called “second” dividend from eco taxes – revival of the labour
market by creating new jobs and preservation of the existing ones. Thus the public
becomes aware that eco taxes have a cause and their introduction/increase does not
have fiscal aims. This decreases the opposition against them and improves their

1 8 Renewable energy sources.
1 9 Speck, St., Differences in Ecological Tax Reform between CEEC and Germany/UK, Berlin, Resource

Productivity, Environmental Tax Reform and Sustainable Growth in Europe, Research conference
organised by the Anglo-German Foundation, 30. November 2007, ppt presentation (12.10.2012).
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collectability. Gradually, however, European countries abandon the practice of
“recycling” imposed by them. One of the reasons is the opinion that eco taxes are
relatively more volatile and insecure state revenues. In such case the financing of the
sensitive and priority state expenditure is exposed to risk. Another reason to abandon
the “recycling” is the urgency of some structural reforms. An example is the reduction
of mandatory pension contributions for employees and employers20. Such “recycling”
has a marketing charge and “targets” a socially sensitive sphere because it “dampens”
pension/demographic problems temporarily. A reform of the pension system is necessary
however due to objective reasons. The use of eco taxes to support the status quo
only delays the reform in the short term. Another reason distancing the European
countries from “recycling” is the need for consolidation of public finance exhausted
by permanent budget deficits and accumulation of debts since 2008.

3. Eco tax practices in the transport sector in Far East countries

Similarly to the EU the countries from the Far East tax the acquisition of motor
vehicles against consideration and their ownership. In Japan transport eco taxes have
a dominant share in the total amount of eco taxes. This is due to the abundant economic
wealth from where they are taken. For that reason the transport eco taxes are imposed
simultaneously at the level of prefectures (local authority) and central government.
Only heavy-duty vehicles are taxed at central level. Their tax base depends on the
weight of the motor vehicle and the “age” of its engine and the payment is due from
the date of the mandatory annual roadworthiness test.

The decentralized tax on the purchase of light-duty vehicles is applied to the
price of acquisition while the annual motor vehicle tax collected by prefectures is
linked to the engine capacity. The central government taxes are related more to energy
efficiency and the pollution by motor vehicles. There has been a tax incentives system
since 2001 which is meant to reduce the tax on acquisition against consideration and
the ownership of light-duty and heavy-duty vehicles. The reduction depends directly
on energy efficiency and harmful fuel emissions standards.

The table below shows a systemized organization of tax incentives in accordance
with the mentioned environmental standards for motor vehicles in Japan.

2 0 For that reason it is asserted that the countries strive for a revenue neutral eco tax reform – the revenues
from environmental taxes compensate the reduced revenues from personal income tax and/or mandatory
social security contributions of employees.



IZVESTIA – Journal of University of Economics – Varna
7 0

Table 1

Tax incentive system for light- and heavy-duty vehicles in Japan, 2011

Source: Capozza, I., “Greening Growth in Japan”, OECD Environment Working Papers,
No. 28, 2011, OECD Publishing, http://dx.doi.org/10.1787/5kggc0rpw55l-en(16.08.2011).

Tax liabilities decrease if the motor vehicles meet both standards. For example,
if a passenger vehicle’s fuel consumption is 25 % or lower than the established standard
2010, then the annual vehicle tax is reduced by 50% and the purchase tax is reduced
by 75%. The possible reduction of the tax would be lower if the fuel consumption is
between 15% and 25% lower than standard 2010. The reduction of harmful emissions
should be up to 75% compared to standard 2005. Heavy-duty vehicles must also meet
both standards and the compliance with the more modern standard – from 2009 –
yields greater reduction. As a highly technological country Japan provides generous
tax preferences to new generation motor vehicles which do not pollute because they
are powered by “clean” fuels.

It may be summarized that Japan imposes separate taxes with overlapping tax
bases at central and local level of governmental authority accompanied by a rather
complex system of tax relief. The country combines successfully the environmental
standards (administrative instrument) and the taxes on acquisitions against consideration
and ownership of vehicles (market instruments). Although the automobile industry in
China is a pillar of the economy the government is clearly aware of the limitations of
energy efficiency, the protection of environment and the reduction of traffic in cities
facing that economic activity. As many as 13.64 million motor vehicles were sold in
China in 2009 and the tax rate on acquisitions for consideration was lower if the
engine consumed up to 1.6 l of fuel21. Thus the demand for small and economic (in
terms of fuel and pollution) motor vehicles was encouraged under the conditions of
crisis.

Motor vehicle Energy
efficiency

Harmful
emissions

Tax incentives
Tax on
motor

vehicles

Tax on
acquisition for
consideration

Heavy-duty
vehicle tax

per ton
Light-duty
vehicles

Standard 2010 +
25%

Standard 2005 to
75% ↓ 50% 75% -----------

Standard 2010
г.+15%

Standard 2005 –
75% ↓ 25% 50% -----------

Heavy-duty
vehicles

Standard 2015
Standard 2009 ----------- 75% 75%

Standard 2005 ----------- 50% 50%
New generation Electric, hybrid, natural gas-powered

or “clean” diesel-powered
50% Exempted Exempted

2 1 The rate was reduced from 10% to 5% which is valid for the period 20.02.-31.12.2009. Later it was set
at 7,5%.
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Source: Wang Jinnan, Chinese Academy of Environmental Planning, MOF-OECD
Workshop on Environmental Tax, 26.10.2010.

Fig. 3. Ownership taxes and taxes on purchase/registration
of motor vehicles, million Yuan

Fig. 3 shows that the revenues from the tax on acquisitions against consideration
registered a fivefold increase in the period 2001-2008 and reached about 1 billion
Yuan. According to the projections China’s automobile industry will be producing 31.24
million vehicles in 2015, i.e. six times more than the USA in 2007. Despite the relatively
low average annual income of 29,229 Yuan22 with a growing middle class the demand
for mobility will be very significant in China in the very near future23. It is true that
pollution of the environment occurs with the use, and not with the purchase of motor
vehicles, however in view of the huge economic base, the potential of the tax on
acquisitions against consideration to “green” the decisions of manufacturers and users
of motor vehicles cannot be denied. On the contrary, the tax on the ownership of
vehicles is local with a very low rate so the revenues it yields have no special fiscal
importance. According to the latest amendments to the Vehicle and Vessel Tax Law
which entered into effect at the beginning of 2012 the lower the engine capacity the
lower the tax liability24. There are concerns however that the new tax may provoke
double economic taxation of the vehicles in China. The reason is the already existing
product tax on vehicles. Its arrangement is interesting and known from Finland. The
product tax on vehicles is a progressive tax and its rate increases depending on the
fuel consumption of the engine. The tax base is the price of acquisition. In 2008 the
State Council of China reduced the rate for the most economic vehicles with fuel
consumption of up to 1 litre down to 1% while for those with fuel consumption of more
2 2 Equivalent to € 4,182.66. See http://www.chinability.com/renminbiconverter.htm (13.10.2012).
2 3 Kreiser L., J. Sirisom, H.Ashiabor, J. E. Milne, Environmental Taxation in China and Asia-Pacific:

Achieving Environmental Sustainability through Fiscal Policy, Еdward Elgar Publishing Limited, 2011,
р. 6.

2 4 Vehicle and Vessel Tax Law, effective from Jan., the 1st 2012. Вж. Chazhong,  G., L.,  Xiaoqiong, W.
Jinnan , R Yajuan, X. Minbin., op. cit., р. 11.
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than 4 l the increase is double – 40%25. The change in the progressive product tax
rates aims to integrate environmental/resource aspects into an ad valorem tax. This
increases the share of small and economic vehicles – irrespective of whether that
takes place in Finland or China. It can be concluded that the appropriate tax
arrangement does not require forced harmonization “from above” or “from outside”
in order to adopt and apply environment friendly tax practices.

Following Europe’s example the popularization of the “green” tax system needs
an in-depth analysis of its economic impact followed by intensive communication
between the stakeholders and the public. So called “green” tax commissions have
been set up in a number of EU countries since 1990s. They apply an interdisciplinary
approach as their members are experts in the field of taxation and environment,
members of parliament, representatives of various ministries and employers’
organizations. Such institutions have been functioning for long years in Denmark,
Belgium, Holland, Norway, and in the United Kingdom there is still a “green” fiscal
commission. Their mission is to prepare expert reports assessing the possibilities of
creating new tax forms and/or embedding environmental aspects in already
functioning taxes in the relevant countries26. An institute of global “green” growth
was set up in Korea in June 2010 and there is an inter-institutional council promoting
measures to “green” the taxes in Japan. Its members are the prime minister, the
president of the central bank, ministers of stakeholder ministries – the ministry of
finance and environment, representatives of governmental agencies. To ensure a broad
representation of the public interest the council for promotion involves business
associations, trade unions, and research circles27. In China the State Council approves
the setting up of a National Development and Reform Commission. Said commission
coordinates the efforts of the ministry of finance and the ministry of environmental
protection to create a concept and to introduce a new environmental tax on waste
water and industrial emissions of sulfur dioxide28. The institutional framework in support
of the “green” taxes is extremely important. First of all, it “signals” transparency and
seriousness to the public and the stakeholders. The intentions to shift the tax burden
from labour and capital to pollution have been thoroughly analyzed and supported by
scenarios of the expected economic effects and consequences. Secondly,
environmentally related taxes create more or less favoured stakeholders, they disarrange
(create imbalance between) the positions of influence and power between state
institutions themselves. Setting up inter-institutional bodies where the public interest is

2 5 Wang, W. Greening the Dragon: Еnergy Tax Policy in China in: Kreiser, L., J. Sirisom, ed., Environmental
Taxation in China and Asia-Pacific:Achieving Environmental Sustainability through Fiscal Policy,
Edward Edgar Publishing, 2011, pp. 3-17.

2 6 The Dutch Green Tax Commission, A summary of its three reports, 1995-1997,http://www.wind-
works.org/FeedLaws/Netherlands/NLgreentaxes.pdf (13.10.2012).Policies for a Better Environment
and High Employment, An English Summary of the Norwegian Green Tax Commission,Oslo, Norway
1996, http://odin.dep.no/fin/publ/policy (13.10.2012)

2 7 Capozza, I. ,op.cit., p. 14.
2 8 Chazhong,  G., L.,  Xiaoqiong, W. Jinnan , R Yajuan, X. Minbin.,Taxation Reform for Promoting Low

Carbon Green Growth in China, р. 3, р. 9.
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broadly represented contributes to increasing the coordination and overcoming possible
inter institutional conflicts when adjusting taxation according to the “green” growth
doctrine. Thirdly, state and public institutions initiate a discussion on the benefit of
“green” taxes to the environment. The debate transforms from a strictly expert debate
into a public one which supports the making of an informed and generally acceptable
(compromise) public choice.

Conclusion

The interest of Japan, Korea and China in the adoption on their part of the
achievements of the EU in the sphere of environmental taxation are explained with
the growth of the pollution caused by them. The Far East countries declare their
intentions to reduce the pollution by 2020 – China by 45%, Korea by 30% and Japan
by 25%29. In all three countries there is a forming trend of application of a new
generation of eco taxes levied directly on pollution and uneconomic handling of
resources. Although such levies are the foremost and best solution in favour of the
environment their practical application is accompanied by a complex tax and political
choice. The experts and politicians in the Far East countries should find a balance
between taxes – realization of Pigou’s ideas of full public costs of pollution and their
tolerability by the affected industries/households. In this sense, the tax incentives are
a good temporary measure aimed at the prompt “greening” of assets and technologies
for production/consumption. The achievement of preset environmental and resource
objectives would be impossible without generating synergies based on standards, carbon
taxes and voluntary agreements between the state and large stakeholders of low-
carbon growth.

THE  BREAKTHROUGH  OF  EUROPEAN  ENVIRONMENTAL
TAX  PRACTICES  IN  THE COUNTRIES  OF  THE  FAR  EAST
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Abstract

The present article is devoted to the „export” of good practices in the area of environmental
taxation. The latter arose in the beginning of the 1990s in the EU, where it has gained popularity
and possesses a long-standing practice. In view of the growth of anthropogenic pollution,
green taxes achieve a successful breakthrough also in the taxation systems of countries like
China, Japan and Republic of Korea, which view those as a significant factor for achieving low-
carbon growth. The countries of the Far East take advantage of a number of European practices
of environmental taxation, which have proven their effectiveness mainly in the power and
transport industries of EU member states.

2 9 UNFCCC, Conference of the Parties, Fifteenth Session, Copenhagen, 7-18 December 2009, Copenhagen
Accord, http://unfccc.int/resource/docs/2009/cop15/eng/l07.pdf (14.10.2012).


