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Study on Impact of Environmental Protection Tax on Economy and Carbon
Emissions: Evidence from Jiangsu Province

WANG Jiadeng, SUN Qihong, LI Xiaomin, WU Chenhao
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Abstract: The collection of environmental protection tax can effectively reduce the emission of pollutants, but it also has a
certain impact on the economy and carbon emissions. Through the construction of CGE model including the environmental
protection tax module and the environmental social accounting matrix of Jiangsu Province in 2018, the impact of different
environmental protection tax rates on the economic development and carbon emissions of Jiangsu Province is simulated
and analyzed. The results show that: (1) levying environmental protection tax has a negative impact on the economy of
Jiangsu Province, but the impact is small. When the tax rate raises, the GDP, export and inter provincial transfer out of
Jiangsu Province will decrease, while the income of residents and local governments will hardly change. (2) When the tax
rate of environmental protection tax increases, it will not only increase the income of environmental protection tax, but
also reduce the carbon emission level of Jiangsu Province. (3) For most industries, the increase of environmental protection
tax rate will lead to the decline of industry output, but for the industries with lower emission intensity, the industry output
and the carbon emission will increase. (4) In order to better achieve the goal of carbon emission reduction, it is suggested
that Jiangsu Province should appropriately increase the tax rate of environmental protection tax or levy carbon tax. For
industries with low pollutant emission concentration, subsidy measures can be taken to encourage development. For
industries with higher emission intensity, transformation and upgrading should be promoted to reduce emission intensity.
Key words: environmental protection tax; CGE; carbon emission reduction; scenario analysis
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