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Abstract

Under the “Dual Goals” of carbon neutrality and high-quality development, green taxation has be-
come an important institutional instrument for guiding resource allocation and promoting sustain-
able transformation. As a fundamental component of China’s green tax system, the Environmental
Protection Tax Law has played a positive role in replacing pollution discharge fees and strengthen-
ing the legal framework for environmental governance. However, from the perspective of policy
implementation, its incentive function remains relatively weak and has not effectively encouraged
enterprises to engage in green technological innovation and structural emission reduction. From
the perspective of green taxation, this paper analyzes the current operation and institutional di-
lemmas of the incentive mechanism of the environmental protection tax, identifying deficiencies
in incentive coverage, legal applicability, policy orientation, and institutional coordination. The
study finds that the existing system is still dominated by regulatory logic, with limited incentive
instruments and insufficient coordination with fiscal subsidies, green finance, and other green tax
policies. Accordingly, this paper proposes improving the incentive mechanism by expanding the
scope of tax incentives, promoting the transformation toward a combined “regulation-incentive”
model, and strengthening support for green technological innovation, so as to enhance the effective-
ness of the environmental protection tax in advancing green transition and ecological governance.
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