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Preface

Resource and environment is a major theoretical and practical issue which attracts great
attention worldwide. After thirty years of high economic growth during the reforming
and opening, China is experiehcing severe resource and environmental bottleneck.
China can only get out the resource and environment dilemma and achieve sustainable
development by transforming economic development pattern and developing green
economy. Green economy is an economic development model that can achieve the
harmonious development of socio-economy, resources and environment. All of the key
areas of green economy including ecological environment, energy and resources, green
technology and green industry are featured with externality and public goods. These
features suggest more fiscal and tax policies are needed for green economy than for
traditional economy. Choosing right target area to implement policies that are compatible
to development of green economy is therefore important to ensure green fiscal and tax
policies effectively guide economic transformation.

This book is based on Liang Yunfeng’s post-doctoral project titled “Study on Green
Fiscal and Tax Policies”. Dr. Liang has been working in the area of fiscal and tax policies
for nearly 20 years. In 2003, she began to pay attention to the resource and environment
issue. Over last few years, she has been working on how to use fiscal and tax policies
tackle resource and environment problems and facilitate the development of green
economy . As the supetvisor of her post-doctoral research, I am very impressed by her
diligence and interest in the study on green fiscal and tax policies. With our joint effort,
she finished a report of over 200,000-words in two years, which is highly regarded by
experts in this field and is awarded as the best post-doctoral reports.

From a macro economic perspective and assumping green pathway as essential in
solving resource and environmental problems this book systematically summarizes the
experiences and practices of developed countties in developing green economy, analyzes
evolutionary process of green fiscal and tax policies in our country and points out
problems in current policies. Following sustainable development theory, the public goods
theory, the externality theory and the public finance theory, the author focuses on key
fields of green economy and proposes a combination of fiscal and tax policies by taking

into consideration of the degree, nature and feature of public good in each area. The
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topic of this book is significantand the research methodology is novel. As a result, the
policy recommendations can be useful for decision-makers .

This book has the following charactetistics and innovadons.

L In terms of theoretical development, this book further clarifies the concepts,
connotations and relationship between green economy and green fiscal and tax policy,
and systematically discusses the role of green fiscal and tax policies in dealing with the
resources and environment constraints and guiding and stimulating green economy. It
proposes a “double-wheel drive” development model suggesting both pull from market
and push from government are necessary to develop green economy. The author then
analyzes the relationships between green fiscal and tax policies and macroeconomic
regulation and control, between green economy and.sustainable development, and
between social and economic development and natural and ecological environment. Based
on the discussion, the author suggests that green fiscal and tax policies have improved
and greened existing policies under the idea of public finance and efficient finance, and
their role in protecting and restoring resoutrces and environment is irreplaceable. . These
research results have important theoretical significance in improving our fiscal and tax
system .

I1. In terms of methodology, , the author breaks through the traditional analytical
framework for fiscal and taxation policy research that is dominated by revenue and
expenditure , and incorporates the fiscal and tax policies into the operation of green
economy. The book provides in-depth analysis on four key areas: protection and
compensation of ecological environment, development and utilization of energy and
resources, innovation and application of green technology, and fostering and development
of green industry. Based on the analysis, the author proposes corresponding fiscal and
tax policy combination as well as in-depth, innovative suggestions that can be utilized by
decision-makers.. This methodology provides a new way of thinking and is helpful for
constructing a new framework of green fiscal and tax policy .

III. In terms of policy design, the author proposes some pertinent and forward-looking
policy proposals. In the area of development and utilization of energy and resources, the
author suggests a policy combination dominated by royalty, and supplemented by users
charge and fee for exploration right, and a three-step strategy is proposed . In the field of
innovation and application of green technology, the author suggests fiscal and tax policies
to encourage intellectual introduction, innovation and venture capital, supplemented
with policy combination of firm’s research and development input and government
purchase. These policy recommendations are practical and opetational as they are based
on importance of green technology, the difference between China and developed
countries in green technology, as well as different policy requirements at different stages
of industrialization. .
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In conclusion, this book provides a clear way of thinking, a sensible framework, an
accurate and detailed information, a suitable methodology, convincing arguments, and
proper writing . Furthermore, this book reflects author’s effort of combining theory and
practice and is pioneering and innovative. This book will be beneficial to decision-makers,
fellow researchers and practitioners in this field. I am pleased to write this preface, and
sincerely hope that Dr. Liang would regard this book as a new start for further research
on green economy and fiscal and tax policies.

Zheng Xinli
April, 2010
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Foreword

While stimulating high-speed growth in global economy, industrial civilization results in
a series of resource and environmental issues. Along with the shortage of resources and
deterioration of environment, solving the resource and environmental issues has become
a huge task all over the world; and it has become the common responsibility for all the
countries to seek practical and effective solutions: Since September 2008, under severe
international financial ctisis, wotld economy has suffered from the severest challenge.
To cope with the crisis, all countties adopted intervention measutes to stimulate the
economic growth. It is urgent for decision-makers and study fellows to answer how to
keep an eye on the resources and environment objective of economic stimulus packages.
How to find a sustainable solution to the multiple crisis in economic development,
resources, energy, climate change and food security and create a future in which society,
economy, resources and environment could develop in a harmonious and sustainable way
is an urgent question for researchers to answet.

Since the founding of the People’s Republic of China, especially since the reform
and opening-up to the outside world, China has not only obtained great achievements
in economic and social development, but also suffered from severe resource and
environment crisis. In the 16th Party Congress, the Party Central Committee set forth the
substantial strategic idea of the Outlook of Scientific Development and the substantial
strategic task of constructing the socialist harmonious society. Under the guidance of
the Outlook of Scientific Development, China establishes the objective of constructing
harmonious society with the core value of “Harmonious Coexistence between human
and nature, and among people”. A new industtialized path with high scientific content,
favorable economic benefit, low resource consumption, little environmental pollution and
full utilization of human resources will be adopted to transform the development mode.
China puts forward the new idea of constructing ecological civilization and establishes
the objective of constructing a resource-saving and environment-friendly society. Thus,
the green development route has been determined.

This book signifies a modification and improvement of my post-doctoral report—
Study on Green Fiscal and Tax Policies. This book studies fiscal and tax policies from the

perspective of macro economy, especially green economy and blends the fiscal and
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tax policies into the key link of economic operation. As a result, the author sets forth
the fiscal and tax policies system guiding the operation of green economy, namely,
the green fiscal and tax policy system. This system is new fort its logic clue is not the
traditional revenue and expenditure. The author determines the working points of green
fiscal and tax policies based on the key fields for supporting the development of green
economy. At the same time, the author selects and determines corresponding measures
combination according to the public factors of each field to form the green fiscal and tax
policy system. Besides, the author designs and perfects the green tax system according
to the product life cycle, so it fully reflects the characteristics and requirements of green
economy. The fiscal and tax policy system is a huge and complicated one, in which there
are many policy combinations and working points. To determine policies suitable to
different fields is a complicated process. How to innovate fiscal and tax policy tools, affect
the key fields for developing green economy and promote the development of green
economy is ctucial in bringing into full play the micro control effect of fiscal and tax
policies. To find the solutions to the above questions, we must carry out precise scientific
study. The above is about the value of this book in the theory of finance and tax. The
practical value of this book is: Combing the finance and tax system and resources and
environment, put forward some feasible policy advices on the view of macro-regulation.
The modification and improvement of this book is supported by many experts
and leaders, including China Center for International Economic Exchanges, National
Development and Reform Commission, National Energy Bureau, Scientific Research
Institute under the Ministry of Finance and State Information Center. Limited by time
and knowledge, there would be some omission in this book. I sincerely expect constant

support from colleagues and readers.

Liang Yunfeng
April, 2010
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