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Effects of environmental tax reforms in a small open economy
ZHOU Zhibo' > ZHANG Weiguo' LIU Ye’
(1. College of Economics and Management Southwest University Chongqing 400715 P. R. China;
2. Administrative Office of Chongqing Local Tax Bureau Chongqing 400015 P. R. China;
3. School of Economics Xiamen University Xiamen 361005 P. R. China)

Abstract: By virtue of general equilibrium model, the paper evaluates the effect on environment tax on small
open economy in the “sub-optimum environment” where “distortion” pre-exists, and utilizes the macro economic
data of Chongqing Municipality to perform simulation on the model conclusions. As demonstrated by the model
analysis results, environmental taxes are favorable to improve environment quality, and meanwhile the original
economic distortion is aggravated. Actually, a kind of substitution relation exists between environment and
economic efficiency, therefore, it demonstrates that the “double dividend” hyphothesis fails, and the optimum
environmental tax under sub-optimum environment is lower than Pigou tax rate. The simulation of the macro
economic data of Chongqing municipality demonstrates that environment tax has distinctive influence differences on
families and enterprises.

Key words: tax system reform; effects of environmental taxes; double dividend; Pigovian tax rate; small open

economy



