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The Impact and Mechanism of Environmental Protection Tax Reform on the
High-quality Urban Economic Development—From the Dual Perspective

of Green Innovation Effect and Energy Effect
YANG Zhe', XIONG Zhenwu®, XUE Wenhao', SHI Lei’
(1. Qingdao University, Qingdao 266061 ;
2. Shandong University , Weihai 264209 ;
3. Renmin University of China,Beijing 100872)

Abstract: The Environmental Protection Tax Law, as China’s first individual tax law specifically embodying
the concept of “green tax system” and promoting the construction of ecological civilization, has been officially im-
plemented since 2018. This paper takes China’s environmental protection tax reform ( EPTR) as a quasi-natural ex-
periment and employs a difference-in-differences ( DID) method to empirically analyze the impact of EPTR on the
urban high-quality economic development, based on panel data from 273 prefecture-level and above cities in China
from 2015 to 2022. Additionally, it explores the mechanisms and heterogeneous policy effects of this reform.

The results are as follows. First, the EPTR significantly enhances urban high-quality economic development
and releases the economic dividends of the policy, and this conclusion still holds after a series of robustness tests.
Second, the EPTR promotes high-quality economic development through the green innovation effect and the energy
effect. Third, the positive impact of the EPTR on high-quality economic development is more pronounced in nation-
al model cities for environmental protection, national key cities for environmental protection, and cities with sub-
stantial increases in tax rates. Additionally, as regional fiscal self-sufficiency and environmental enforcement in-
crease, the driving force of the EPTR on high-quality economic development becomes more obvious.

This paper makes contributions as follows. First, it empirically demonstrates how the EPTR enhances urban
high-quality economic development. Second, by exploring the pathways through which the EPTR affects high-quali-
ty economic development from the perspectives of the green innovation effect and the energy effect, it deepens re-
search on the impact mechanism of EPTR. Third, it conducts an in-depth analysis of the moderating effects of fiscal
self-sufficiency and environmental enforcement in the EPTR’s influence on high-quality economic development.
Last, it enriches research on the heterogeneous policy effects of the EPTR under characteristics such as city positio-
ning and environmental concern, helping formulate and implement environmental policy more scientifically and ra-
tionally.

This paper proposes the following policy implications. First, it suggests appropriately and timely raising the en-
vironmental protection tax rates to gradually guide enterprises toward green development. Second, it is necessary to
give full play to the green innovation effect and energy effect of the environmental protection tax, and inject green
growth momentum for urban high-quality economic development. Third, it emphasizes enhancing regional environ-
mental enforcement to fortify the “safety line” for environmental protection and eliminate unreasonable phenomena
such as “GDP-only focus”. Fourth, in the process of EPTR implementation, the heterogeneous characteristics of
different regions should be fully considered to ensure the effectiveness and relevance of the policy.

Keywords: environmental protection tax; high-quality economic development; green innovation effect; energy

effect; financial self-sufficiency rate; environmental law enforcement

(wEmBE: B R hER)

28





