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Analysis on Triple Effects of Carbon Tax:
Comparison on implementation effects of carbon taxation
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Abstract: Carbon tax is one of important environmental economic instruments, targeting to internalize environmental cost,
cut fossil energy consumption and carbon emission. Since the 1990’s, many countries and regions have explored to implement
carbon tax. But being an instrument to intervene economy, carbon tax produces not only environmental effect, but also
economic effect and distribution effect. These three effects affect each other, and the final effect involves huge uncertainty:
Carbon tax brings a certain decline of carbon emissions locally while probably inducing carbon leakage. At the same time,
as interfering energy prices, carbon tax may increase energy cost, hurt industrial competitiveness, resident welfare, and
employment. It is not easy to achieve targets of cutting carbon emission, avoiding market distortion, realizing economic
growth, and avoiding adverse effects to the poor simultaneously. Therefore, many countries implement carbon tax cautiously.
Especially in recent years, when the global economy continues to slump, many countries are trying to promote manufacturing
industry development and to boost their economy out of weak situation. Their enthusiasm of implementing carbon tax has
declined. China is a developing country that is undergoing difficult transition period. In the context of world economic growth
slowdown, the mission of growth and employment is also very heavy. Considering complexity and uncertainty of carbon tax
effects, levying of carbon tax should be very cautious.
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