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ABSTRACT

Global warming and climate change have been on the agenda for years, with
discussions on dealing with and mitigating their effects on humanity and the

environment (Brink, 2019, para. 1). Industrialization, as the driver of economic

develop t, has resulted in massive pollution emissions (Ahmad and Zhao,
2018:3)b encourage sustainability, tax

policies and mechanisms have been used and trusted as effective methods for
governments to influence society's behaviour (Brink, 2019, para. 2).
Governments across different countries have introduced green taxation, including
tax incentives, cash grants, and soft loans aimed at encouraging investment in

environmental, social, and governance-related projects (PwC, 2023a:3).

Given the numerous tax regulations and incentives continuously being

developed, the report aims to explore how different countries use green taxation

to encourage ironmental, social, and governance investment from society.
The report is b taxation NN, Australia,

Singapore, [l India. It is ] systematic review of studies published on the topic
of green taxation and other supporting studies. The reviewed articles met specific
inclusion criteria. Comparisons of the different tax systems employed by the four
countries were made, and conclusions were drawn regarding areas of

improvement for South African legislation.

Key words: green taxation, green taxation incentives, sustainability, emissions,
renewable energy, environment




—, BACKGROUND [

|

To date, global warming and climate change have been two concepts that have
been discussed for years, with conversations about dealing with and mitigating
their effects on humanity and the environment (Brink, 2019, para. 1). Predictions
dating back to 1982 have proven to be true, indicating an increase in atmospheric
carbon dioxide and the negative effects of this emission increase on the
environment (Brink, 2019, para. 1). While global warming and climate change
may sometimes be seen as abstract topics, their impact on society is becoming
more prevalent (Brink, 2019, para. 1). Furthermore, literature has brought this
closer to home. For example, it explains that there seems to be a drastic increase
in tropical cyclones in the Mozambigue route and more intense and prolonged
droughts experienced in South Africa (Brink, 2019, para. 1). Industrialisation, as
the driver of economic development, has resulted in massive pollution emissions
(Ahmad and Zhao, 2018:3). Increasingly, climate change influences decisions on

tax policies (Gaspar, Mauro, Parry, and Pattillo, 2019, para. 1).

b regarded as [ significant [l risk, [l in respanse,
according to Arora and Mishra (2021:585), the United Nations and the E
e  collaborated to form [l
. known [ copPs. M conference I, or

COPs, refers . an international summit . climate policies (Arora and Mishra,
2021:585). The Conference of the Parties was established tqhying together every
country in the world with the aim of advancing the goals ofh
(2015). I anva! . o' COP26, offers a promise
of progress for climate change and nature and the necessary transition from a
mere pledge to real action (Smith et al., 2022:1). During COP26, held in 2021,

the UK worked with every involved country to reach a consensus on addressing
climate change (UN Climate Change Conference UK, 2021).

Additionally, tax policies and mechanisms to date have been used and trusted as

effective methods for government to influence the behaviour of society (Brink,




2019, para.2). Despite the improved quality of life for society due to the rapid
economic development experienced, environmental pollution has become an
increasingly serious matter (Wang, Chen, Hao, and Dagestani, 2022:1). Green
taxation and green taxation incentives are used as part of the solution.
Governments across different countries have introduced green incentives, such
as cash grants and soft loans, to encourage investment in environmental, social,
and governance-related projects (Dippenaar, 2018:2; Maphosa, 2014:16; PwC,
2023a, para. 3).

According to Boglea (2011:160) ‘Green taxes (also known as ‘environmental
taxes’ or ‘pollution taxes’) are excise taxes on environmental pollutants or on
goods that produce specified pallutants.’ Boglea (2011:160) further distinguishes
that ‘green taxes to be including taxes on energy, transport, pollution, and
resources.’ Furthermore, Maphosa (2014:16), defines energy taxes as ‘taxes on
energy products and electricity used for transport, such as petrol and diesel, and
for other purposes, such as fuel oils, natural gas, coal, and electricity used in

heating’. Energy taxes are targeted toward individuals or organizations that make
use of nonbigdegradable energy consumption (European Commission, n.d.).
Therefore, L utilising | decrease [l effects of
harmful activities on the earth due to harmful emissions (Maphosa, 2014:16).

Furthermore, the motive behind green taxation is to ingrease the net cash flow of
enterprises, enabling them to accumulate money forrb
I rcdesign [l reaccounting of their innovative creations,

which could potentially result in them adopting more environmentally friendly

practices at an efficient cost (Wang et al., 2022:1). It takes capital investment in
the form of money, human capital, and dedication to truly drive a greener and
safer environment (Kamil, 2015). Tax regulatory agencies are aware of this and
understand that everyone must cooperate to achieve this. Since environmental,
social, and governance investment has become a more prominent topic over the
years, tax regulatory bodies also disincentivise any deviation from initiatives
focused on making a positive impact (Kamil, 2015).

According to Mohammad and Wasiuzzaman (2021), reporting requirements have

evolved over time to place greater emphasis on the need to not only focus on
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shareholders and profitability reporting but also to adopt a more stakeholder-
oriented approach when communicating the performance and values of a
company. Giving attention not only to investors but also to suppliers, customers,
the media, the environment, society at large, and any other parties affected by
the actions of the company has proven to ensure that companies have a more
sustainable approach to business and has helped enhance the ethics and
integrity of management by encouraging responsible leadership and greater
accountability (Mohammad and Wasiuzzaman, 2021). This school of thought,
which is also in line with triple bottom line reporting, has been instrumental in
prompting companies to take a more holistic and inclusive approach to doing
business (Mohammad and Wasiuzzaman, 2021).

It is, therefore, essential for— (SARS) together

I National Treasury [l] pay extra attention to ensuring that green taxation
incentives given to companies and individuals are not used to avoid tax. Instead,
these incentives should translate into a visible, measurable, and sustainable
difference in the world.

1.2 Problem Statement
Developmental progress is threatened by changes in climate. In response to this

at, 196 nations ratified decrease emissions [l
L’ levels NN restrict them to under

Bank, 2023, para.1). An extraordinary

economic revolution is necessary for this complete decarbonisation. Most
economists point to tax reforms as a crucial policy tool to bring about this
transformation while preserving economic development (World Bank, 2023,
para.l).

Melinda and Wardhani (2020:149) point out that —

I ancl
However, I years —
I the environment, society, and governance are perceived, how
their undertaking is motivated and inspired, who exactly benefits from it, how
those benefits manifest, and where that could potentially lead (Huang, 2021:4).




When social and regulatory demands become a financial burden for businesses,
sustainability and consideration of environmental, social, and governance
aspects become increasingly significant components of the investment strategy
(The Schroders Sustainable Investment team, 2022:3). For instance, increased
carbon costs, minimum wage or tax laws, and new regulations, like hiked tariffs
on plastics or sugar production and usage, all have a growing effect on business

profitability (The Schroders Sustainable Investment team, 2022:3).

As taxation is an effective policy instrument that is simple to execute, many
countries view it as the preferred approach to safeguard the environment
(Maphosa, 2014:16). It is also argued that green taxation would be easier to
implement and enforce than other methodologies, such as cap-and-trade, used
to safeguard the environment (Avi-Yonah and Uhlmann, 2009:7). The cap-and-
trade regulation would prove difficult, as this relies on various parties. Green
taxation is one of the strategies used by many nations, including South Africa, in

their policymaking as it is considered more effective.

Climate change is becoming a factor in determining tax policy. Laszl6 (2021:284)
also states that the climate crisis is becoming higher on the agenda of the world's
decision-makers. This is supported by Baur, Bruchez, and Nicol (2021:3) in an
article highlighting that climate change may have negative economic
consequences that affect tax collections and the tax base, exacerbating fiscal
imbalances. These exacerbating fiscal imbalances could be argued to have an
impact on how incentives and tax policies are utilized to persuade companies to
participate in environmental, social, and governance systems as well as

sustainable development in the long term.

With concerns about the environment becoming increasingly prevalent,
companies are adopting a more proactive approach to managing the environment
(Derchi, Davila, and Oyon, 2023:1). For a firm to be considered environmentally
friendly, it requires actions beyond what has been written on the corporate
website (Derchi et al., 2023). One would argue that South Africa should aim to be

at the forefront of green taxation development.




1.3 Research Aim

Given the numerous tax regulations and incentives continuously being
developed, such as cash contributions, tax incentives, and soft loans, th port
aims to explore how different countries effectively use green taxation to

I, society, W governance. This study

I taxation , Australia, Singapore, [l
India. [l motivation behind this comparison is to

I strengthen [l green taxation.

1.4 Rationale

In addition to South Africg, the three countries chosen for this study are Australia,
India, and Singapore. C_ not [N

statistics, but rather on the specific information that each country would provide
for the comparative study. Therefore, the writer acknowledges that the findings
of this research report might differ if other countries were chosen for the same

research question.

According to Sohail, Ullah, and Majee 023:2), countries with emerging
economies, which are not fully developed,
I while simultaneously ensuring [ Scohail et al.

(2023:2) states that South Africa and India are among the countries with
economies that grapple with managing the environment, energy, and growth

simultaneously.

Moreover, both South Africa ang _Australia have large mining sectors (Spratt,
2012:30), which could be arguedb.
Additionally, [ll South Africa and Western Australia, there are ongoing issues with
abandoned mine sites, considered a legacy problem, which can potentially have
significant impacts on the environment (Klopper and Wessels, 2017:1081).
Abandoned mines are those that are no longer in operation, not actively managed
or restored, and may cause significant social or environmental problems in the
future (Klopper and Wessels, 2017:1081 In their study, Klopper and Wessels
(2017:1085) stated that unlike Western Australia, South Africa did not have any
specific policy, taxation incentives, or financial means to address the issue of

abandoned mines.




In recent years, Singapore's commitment to the environment and sustainabilii

has progressed. The country was the first in Southeast Asia to implement
_26-and-useh
I incentivize companies for waste reduction (Chng and

Ong, 2021:2). The rationale behind choosing Singapore is to compare the green
taxation systems offered by a more advanced economy with those offered by
South Africa. This comparison can provide deeper insight into South Africa's

approach for future growth.

1.5 Theoretical Framework

The green taxation theory is the framework that underpins this report. According
to Milne (20Q7:8), the green taxation theory has two sides: increasing taxes to
discourage h considered [ harmiul [
I cducing taxes [l] promote activities that are less harmful to the
environment and commodities. In both instances, the tax instruments used must

be based on traditional principles of taxation, taking into account issues of

fairness, economic impact, and administrative feasibility (Miine, 2007:8).
However, Milne (2007:8) also emphasizes th e green taxation theory should
be grounded on an additional basis, which is instrument i

An increase in green tax may have an economically efficient impact on the
environment under one or more overlapping theories. The theory is also based
on the idea that regulating economic calculations can lead to outcomes that are
more beneficial for the environment and are economically efficient (Milne,

2007:8). A decrease in tax payments is argued to have a more practical basis.
The govepgment can encourage environmentally positive goods or activities by
providing h credits, exemptions, deductions, | IENRGEGEGzIzIGzG
I that would not have been available in a different context (Milne,
2007:8).

There are different fiscal effects for decreases in tax payments compared to
increases in tax payments, which significantly reduce government revenue flow
instead of increasing it (Milne, 2007:9). This difference can have significant

political consequences. Increases in taxes are often politically unpopular unless
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they are accompanied by tax relief, as citizens may be more receptive to tax
reductions when they stand to benefit (Milne, 2007:9). One could argue that
based on this theory, tax incentives are more favourably received by citizens
compared to tax penalties, and it would be advisable for governments to explore

policies that incentivize citizens rather than penalizing them.

This theoretical framework was chosen for this research report because the
objective is to examine the development of green taxation to encourage
improvements in tax regulations that influence environmental investments. This
theoretical framework helps in understanding the impact of tax policies on
encouraging human behaviour for the overall benefit of sustainable development.

1.6 Research Question
What are the current green taxation policies in South Africa, and how do they
compare to those of Australia, Singapore, and India?

1.7 Sub-Questions
1.7.1 What is green taxation?

1.7.2 How has green taxation been applied in South Africa through the Income
Tax L and [N 15 -

1.7.3 What green taxation policies are implemented in Australia, Singapore, and

India?

1.7.4 How do South African green taxation policies on transport taxes, carbon
emission taxes, and plastic taxes compare with those of Australia, Singapore,
and India?

1-8_

I scction defines [INEEEEG— rcport:

1.8.J] Green Taxation

Boglea (2011:160) reports that —
. Maphosa (2014) further states that =
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When green [ used, they are considered a means to ensure that
resources are allocated optimally, further enhancing social welfare (Norouzi,
Fani, and Talebi, 2022:1). Green taxation employs a variety of tax measures or

tax collectigns for the purpose of protecting the environment (Ma, Zhao, and Ni,
2018:3). frequently [l

I similarly, in this report, they will be used

interchangeably (Talebi, 2022:1).

Additionally, it is stated that, as —
I both I European Union [N evels may assist in

Is (European Commission, n.d.). This is

achieving environmental policy

achieved through encouraging more

).

Furthermore, ] internalizing [l social costs, influencing decision-making, and

sustainable practices in various industries (

incentivizing behavioural changes in individuals and companies, green taxation
initiatives may help mitigate resource waste and environmental damage
(European Commission, n.d.).

1.2 I —

I orc NN intended W encourage certain

behaviours associ with positive externalities (Batchelder, Goldberg Jr., and
Orszag, 2006:31). b

1' (Easson and Zolt, 2002:2). It is
furtherstated that refers to [ that is specific
and that qualify [l objective NG

burdens (Munongo, Akanbi, and Robinson, 2017:153).

1.5 I —
I cefined as I that drive investments [l

projects with the aim of reducing harm to the environment (PwC, 2023a:3).

vernment cash grants for projects that reduce environmental harm, as well as
lessen [N encourage NN cleviate

negative impacts on the environment, are some examples of green incentives

(PwC, 2023a:3). It is further stated that incentives also make it commercially

8




interesting and beneficial to invest in research and design activities for the
development of technologies and consumer products with a lighter environmental
footprint (OECD, n.d.).

1.8.4 Green Taxation Incentive

Green taxation incentives are aimed at praviding incentives using tax reductions
to lower the tax liability. Green taxation b
I i [ stimulate investments towards a greener
world and to mitigate and minimize harmful impacts on the environment (Shafi et
al., 2023: 32185). Various tax incentives related to projects, activities, and assets
that are environmentally friendly exist (fDi Intelligence, 2023, para.4). These tax

incentives are also considered as tax advantages, which are usually more than

welcome, especially in times of economic crisis (fDi Intelligence, 2023, para.4).

—

I of I report outlines [l research methodology that guided the
report. The chosen research design is discussed, along with the study eligibility
criteria and search strategy used for the comparative analysis. Quality
assessment is also discussed to specify the quality of the literature and sources
used. This section further outlines data extraction and the assessment of
relevance of the selected studies or sources, as well as the method of data
analysis and synthesis to ensure that the comparison between the different

countries is done appropriately.

1.9.1 Research Design

Biereenu-Nnabugwu (2018:2) — formal [l or

statement [l guides [l research should be conducted. This research report
is a systematic review that compares litetature on green taxation in South Africa,
Australia, Singapore, and India. Given b the
applicable I design descriptive comparative research design. With
this design, researchers 'seek

|
).




1.9.2 Study Eligibility Criteria

The articles eligible for this review include academic literature focusing on green
taxation and how the implementation of policies in this regard compares among
the four countries mentioned above. Although international studies have been
included to build up arguments and theory, the focus of the report is on the
selected four countries. Most of the articles used are research journals and other

trusted internet articles from reputable sources.

1.9.3 Quality Assessment

Various articles and journals have been used to support the research to ensure
its credibility and trustworthiness. The quality assessment process also provided
the oppo

ity to ensure that each article was carefully selected and was
necessary .

I rcscarch report introduced [, provided a background

framed the research aim, research questions, and the
rationale. that guided [ was also [

detail in [ together with the research methodology that shaped the
study. Lastly, key terms were defined with an overview and structure of the report
outlined.

1.11 Overview and Structure of Report

This chapter of the report introduced the research aim, the background, as well
as the research methodology employed. As a comparative study, the rationale
behind choosing the countries whose tax systems are compared is also detailed

in this chapter.

With the report focusing on green taxation, the next chapter investigates the
concept and shows the different taxation systems that may be employed by
different countries to protect the environment. The second chapter also
introduces some of the environmental taxes that are currently in place and goes
on to highlight some of the benefits of green taxation. The third chapter of this
report covers current green taxation policies in South Africa and how these are
managed. This is important in setting a base for comparison with the green

10




taxation policies that India, Singapore, and Australia have. The fourth chapter
provides context and analyses the policies in the three mentioned countries.
Finally, in chapter five, the four countries including South Africa are compared
side by side on their respective tax policies. The final chapter provides a summary

of what was discussed for each country and what can be done to address gaps

noted in Sou frican related green taxation policies and thus provides a
conclusion on also discussed.
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I TWO: GREEN TAXATION

i1 Introduction
created and implemented

to tax behaviours that are considered to have a harmful impact on
environment (lberdrola, 2023, para. 1). The basis of environmental taxes isi
I sinply means I ollute must pay, as
they are essential in curbing the issues of climate change (Iberdrola, 2023, para.
1). When green taxes are used, they are considered a means of ensuring that
resources are optimally allocated, further enhancing social welfare (Norouzi,
Fani, and Talebi, 2022:1). This chapter defines green taxation (section 2.3), the

various green taxation policies that exist (section 2.3), the measures enacted
through green taxation legislation (section 2.4)_the green taxation incentives
introduced to drive investment (section 2.5), benefits |G

taxation [ taxation [ (section 2.6).

Climate Change and Impact on Taxation Policies
an I oo!lution . resulting in discussions

I initiatives related to protecting the environment and promoting sustainable
development becoming newsworthy (Xu, 2012:304). These discussions

regarding the environment and_its sustainability are amplified by noticeable
climate changes and man-made
I changes I use (Eyraud, Clements, and Wane,

2013:852).

Eyraud et al. (2013:852) further highlight that changes in climate conditions may
lead to harsh and negative outcomes, not only for the environment but also for
society, with significant macro-economic consequences. For example, rising
temperatures, sea-level increases, and exireme weather conditions could
severely harm productivity and output (Eyraud et al., 2013:852). Changing
climate conditions will also have a detrimental effect on fiscal positions, directly

affecting tax bases and spending programs. These necessary changes will come
through , adjusting production

methods, [l changing behaviours toward [l environment (Eyraud et al,
2013:852).




In working toward mitigating the negative impact of —
B covernments [l identify ways [l minimise damage to [l

environment (Mpofu, 2022:2). Governments need to simultaneously try to reduce

the negative impact on natural resources_and energy consumption exploited by
individuals and firms (Mpofu, 2022:2). _
considerable [ policymakers [l scholars [l various fields, such as
law, economics, political science, and related areas, with the intention of

implementing effective laws and regulations to monitor and control human actions
and their impact on the environment (Xu, 2012:304).

Green taxation has thus gained recognition as an economic tool that effectively
creates incentives to support greener production and cggsumption habits (Freire-
Gonzalez, 2018:2). Mpofu (2022:2) also states thatb
gradually perceived |GGG too! B provide I that
inspire h that are more

environmentally friendly. Environmental challenges, such as the irresponsible
use of natural resources, which could potentially lead to health complications or
global warming, have led to the need for the implementation of green taxes
(Mpofu, 2022:2).

2.3 Green Taxation and What it Entails.
According to the OECD (2011:1), challenges related to the environment are
increasingly pressuring governments to think of and identify ways that will
minimize harm to economic growth while also reducing overall environmental
mage. The OECD (2011:1) further points out that governments have an array
programs, regulations, | NEGNG
I taxes, NN subsidies. NG
form l crucial [ equation (OECD, 2011:1).

Green taxes refer to several tax measures or tax collections aimed at protecting
the environment (Ma et al., 2018:3). These measures are grouped into classes
as follows:

+ Direct taxes levied on standard pollutant emissions,

» |Indirect taxes on goods or services (which may refer to tax on raw

materials or products),

13




e Preferential taxes - referring to tax incentives and tax expenditures
primarily aimed at protecting the environment (Ma et al., 2018:3).

It is further stated that— protection [l collectively

I the various [l policies aimed at reducing environmental harm (Ma et al.,
2018:3). Green taxation incentives are a form of green taxes aimed at providing
tax relief through tax reductions or tax exemptions to taxpayers who invest in
environmentally friendly initiatives (Ma ef al., 2018:3).

According to Schlegelmilch and Joas (2015:2), —

I on the environment. The

implementation of a government intervention, such as the use of green taxation
to increase the price of environmentally harmful behaviour, can have various

impacts (Schlegelmilch and Joas, 2015:2). Schlegelmilch and Joas (2015:2)
further argue that _ push towards [l

correction [lf market failure if the harm to the environment of a particular action
creates a negative externality.

To understand the functioning and impact of fiscal reform, knowing the kind of
environmental damage caused by various actions or emissions is important
(Schlegelmilch and Joas, 2015:7). However, there is no one way to perfectly
differentiate between the areas of fiscal reform. Nevertheless, categorization is
beneficial and essential in understanding how and where revenues are raised
(Schlegelmilch and Joas, 2015:7). A differentiation between tax bases is detailed
below.

.1 Carbon Tax
refers to [N toxes NN
I (Kuo, Hong, [l Lin, 2016:1). Policymakers around the globe T

stepped up efforts with the aim of reducing carbon dioxide emissions
) in Kuo et al., 2016:2). Some European

countries, = Sweden, [INEEEE——

effectivehecuted I - iong time (Kuo et al., 2016:2). Tax
systems direct [N greenhouse gas I (Kuo

B . 2016:2). At a national level, imposing a carbon tax may have an impact on

14




gross domestic product, competitiveness, as well as on the exportation and
importation of goods (Kuo et al., 2016:2).

To achieve the objective of reducing carbon emissions, numerous

I carbon tax, making [l pricing ] carbon a vital tool (Kuo
et al, 2016:1). Even though governments have numerous

B their significantly contributed to becoming
a productive economic instrument in

preserving ] environment (Mpofu, 2022:1).

Moreover, the challenge experienced by governments is setting appropriate
legislation on carbon tax that reduces emissions and has a positive economic

impact (Chelly, Nouira, Hadj-Alouane, and Frein, 2022:2). This explains why

finding an gopropriate strategy on carbon taxation is important, as it will
encourage_

I (Chelly et al., 2022:2). When such legislation is applied, most governments

implement progressive carbon taxatign strategies (Wu, Huang and Liu, 2017:1;
Chelly et al,, 2022:2). Governmentsh prices
I their intention NN them NN
I has been I (Chelly et al., 2022:2).

Governments should expand the role of taxation and implement tax laws and
policies that are more efficient in reducing pollution and prohibiting activities that
are harmful to the environment in a cost-effective manner (Ganda, Ngwakwe, and
Ambe, 2015:45). Taxation, as a market-based instrument, along with various
other instruments like regulation, could assist the government in meeting
environmental protection targets. These taxation and regulation measures, as
stated by Xu (2012:304), may either be set by the government or enshrined in
the government's national development plan. Intrinsically, when environmental
laws are enforced by regulators, the primary focus becomes putting across
objectives on 'compliance,' focusing on collaboration, influence, pacification, as
well as negotiation (Ganda et al., 2015:45).

The — globally, I rising

I, offect
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I 852; Ganda et al, 2015:45). Coasequently, organizations are compelled
by morals or persuasion to consider b
productive |G rosulting M due to a lack of environmental

preservation (Ganda et al., 2015:48).

23.2 h

N the production of I and on
energy [N utiized [l both [

(Schlegelmilch and Joas, 2015:7). Petrol and diesel are products deemed vital
for energy in transport purposes. Natural gas, fuel oils, as well as coal and
electricity, are the energy products used for stationary purposes (Schlegelmilch
and Joas, 2015:7). Carbon dioxide taxes are sidered energy taxes, not
pollution taxes (Matheson, 2021:3). This is mainly“ identifying
I taxes separately [l] often not possible, especially in tax statistics,
as they are included in energy taxes (Schlegelmilch and Joas, 2015:7).

2.3.3 Pgllution Taxes
Having determining factors [EEREG

may lead to a significant improvement in well-being. Understanding the factors of
pollution reduction also positively contributes to sustainable development (Kong,
Xiong, and Qin, 2022:1). The category of pollution tax includes taxes on
estimated or measured emissions to water and air (Schlegelmilch and Joas,
2015:7).

2.3.4 Transport Taxes

Transport is a specific sphere of human activity requiring immediate and active
regulation, assisted by tax instruments, among other things (Leontyev d
Mayburov, 2016:194; Schmidheiny, 1992). This category primarily includesi

I sales NN— ieciaﬂy in the case of

congestion charges (Schlegelmilch and Joas, 2015:7). modes [l

I s ivs. Bl o railway stocks, also form part of trﬂ

taxes. In line with the general definition of environmental taxes, other

I such as NN are also

included in the category of transport taxes (Schlegelmilch and Joas, 2015:7).
Moreover, Aydin and Bozatli (2022:54183) cite OECD (2011) to point out that
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revenues collected through transport h about 25% [

environmental [N most I (where resource aﬁollution

taxes are small). It is estimated that in the future, transport taxes

I taxes (Aydin [l Bozatli, 2022:54183).

Transport plays an important role in every individual's life and daily activities;
wever, it is argued that road transport, in particular, accounts for higher
(Gupta, 2016:46).

73% [ carbon dioxide [

Road transport alone
transpo

(Gupta, 2016:46). Economists have argued that one of the major
reasons costs [IINEGNGEGE

tion [l congestion (Diao, 2019:3). Therefore, Diao (2019:3) proposes
that should be increased ] show |GGG
road [

2.3.5 Resource Taxes
For many countries, natural resources form a significant part of their wealth. The

contribution of natural resourcegtg government revenues could have a significant
impact, whether good or bad, h on [l success and economic

a [ (Boadway [l Keen, 2010:1). The resource tax
= connected to [l use [l extraction [INENENGGEGEG,
including resources like trees (forests), water, wild vegetation, as well as wildlife,
among others. The tax policies in this category are crucial because these

activities deplete natural resources and affect future generations (Schlegelmilch
and Joas, 2015:7).

Currently, a vast majority of cogatries have introduced and initiated policies on

resource tax, leveraging taxes value
compensated and ultimately halting the perilously accelerated

N indystries (Sun, Ren, [l Wang, 2022:1). According

to Sun et al. (2022:1), using

and ensure [l and limitation on how fast resources are utilized but
also indirectly NG improving

individuals' livelihoods, developing infrastructure, and supporting high-tech

industries (Sun et al.,, 2022:1). Using resource tax is done to promote the
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advancement — in

I (sun [, 2022:1).

2.3.6 Plastic Bag Tax
According to O'Brien and Thondhlana (2019:320), —
I shopping [ is considered b

and socio-economic [l globally. T

e environmental problems have led to
calls for interventions worldwide and reducing [

single-use [ (O'Brien and Thondhlana, 2019:322).

Teasdale-Hensby and Lye (2015:132) point out that ‘Plastic bag use reduction
has increasingly become one of the most popular government-imposed policies
worldwide to reduce the environmental impact of consumers.’ cintosh,
Simpson, Neeman, and Dickson (2020:1) further state that banningL
I s one of S commonly used
P environmental harm [N usage.

2.4 Measures Enacted Through Green Taxation Legislation
Ganda ef al. (2015:45) cite Burnett and Hansen (2008) who stated that
environmental legislation has exponentially progressed in the later years of the

20th century, and its growth rate cogtinues to develop gradually. Globally,
governments have adopted various b
I (Chelly et al, 2021:1). As a result, comganies, due to these
progressive carbon taxation strategies, are providedL levels [l

modify [ These decisions are modified in accordance
with help I

I o ofits (Chelly et al., 2021:1).

Furthermore, to encourage the understanding of extended producer
responsibility, coercive measures endorsed through financial instruments and
governmental green legislation are used in Europe, Japan, and North America
(Sheu and Chen, 2012:201). Therefore, it is likely that operational business goals
will be met while addressing environmental challenges such as end-of-life
product recycling and waste disposal (Sheu and Chen, 2012:201).
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At the same time, environmental regulators are looking for policy instruments to
motivate firms to make environmentally friendly choices. Among other
instruments, using taxes has gained significant traction among regulators (Krass,
Nedorezov, and Ovchinnikov, 2013:1). The introduction of green taxation does
not necessarily encourage businesses to choose green technology (Ganda et al.,
2015:47). Ganda et al. (2015:47) further mentioned that studies have pointed out
that corporate green investment activities are unaffected by legislation. The
'conventional wisdom' holds that higher environmental taxes should result in
technological advancements or upgrades (Krass et al, 2013:2). Another

important aspect is how environmental innovation and poli re often related.
Calvo, Varela-Candamio, and Novo-Corti (2014) argue thatL tools,
. subsidies, [l other . are perceived ] be better than

legislation for the promotion of environmental innovation.

However, it is ed that the impact of environmental harm is spread across a
large number oh to [ financial [ those that pollute
(OECD, 2011:2). Therefore, since that is the case, no market incentive exists for
businesses or households to consider without the government getting involved

(OECD, 2011:2). As a result, environmental conservation requires collective

action, usually with the government's direction and leadership. It is further stated

that 'command-and-control' rules have histoggally dominated environmental
regulation (OECD, 2011:2). These methods L rigid |GG
I for example, limiting [l banning | andating that
I there [ been
growing interest [l] the use of |GG too's I tariis
I (OECD, 2011:2).

2.5 Tax Incentives
According to OECD (2011:

harmful activities. This can

there is an alternative to requiring taxes for bad or

I actions or behaviours, such as offering

pollution reduction or [N (OECD, 2011:3).

19




2.5.1 Green Taxation Incentives Introduced to Drive Investment

There is a constant evolution i , which l becoming more

prevalent in many countries.

used [l encoura
I overall economic [l (Liu and Mao, 2019:261). High taxes usage
I make it more attractive to consider alternative

forms of energy production, resulting in increased innovation (Schlegelmilch and
Joas, 2015:2). Additionally, Schlegelmilch and Joas (2015:2) mention the Porter
Hypothesis, which states that regulating the environment, including the use of

incentives, may help overcome market failures re ing innovation. Green
taxation incentives further provide companies with“
competitive [ NG their B, cspecially ] states that do not yet
have taxes that incentivize such innovation. As a result, companies are motivated

to look after the environment and, in doing so, also boost their company
reputations (Schlegelmilch and Joas, 2015:2).

2.6 Bepefits of Green Taxation and Green Taxation Incentives
When b are offered [INEENEEGNN

these incentives become [l factor in policies NGNS
I (Vollebergh, 2013:4). Since the focus has shifted toward achieving a

green economy, various countries see the advantages and benefits of green
taxation incentives. Some of the benefits of green taxation and green taxation
incentives include the promotion of sustainable practices among companies and
individuals as well as pollution reduction (Tamplin, 2023, para.3). It is further
stated that carbon emission taxes and fuel efficiency taxes are useful strategies
that aid the transition toward a green ecoggmy and away from fossil fuels
(Tamplin, 2023, para.3). Moreover, the aim h is TN
I consumption and pollutant emissions (Moosavian, Zahedi, and
Hajinezhad, 2022:13). Carbon tax also helps reduce labour costs and labour tax,
which further work as incentives in creating new jobs (Moosavian et al., 2022:13).

In the same light, Norouzi et al. (2022:2) point out that using green taxes can help

prevent the release of social pollutants.

International green taxation incentives have increased quotas and opened

markets, resulting in reduced entry barriers and helping new competitors enter
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markets (Sand, 2001 in Clemens, 2006:6). The increased quotas and reduced
entry barriers improve net welfare but disadvantage companies that have been
in the market for some time. In summary, green taxation incentives have
benefited the public and helped program participants in the long term, even
though at a cost in the short term. These incentives have also motivated
recipients, contributed to profitability in the long term, and assisted new

participants (Clemens, 2006:6).

To resggnd to the environmental challenges caused by man-made activities,

adopted [N ochicve Il goais I

many

objectives of

N cmpoy I inclding policies on

innovation, regulatory principles, environmental grants,

A (Mpofu, 2022:1).

2.7 Conclusion
As seen in section 2.2 of this chapter, the noticeable climate changes observed,
as well as man-made greenhouse gas emissions, have increased discussions on

environmental sustainability. Green taxes, referring to various tax measures or

tax collections aimed at protecting the ironment, were discussed in detail in
section 2.3. These include carbon tax,b

. In section 2.4, it was highlighted that governments
around have NG stategies
. while in section 2.5, tax incentives were discussed with the objective of
encouraging investment and economic growth. Lastly, in section 2.6, the benefits
of green taxation and green taxation incentives, such as promoting sustainable
practices and pollution reduction, were elaborated on. The next chapter focuses

on green taxation in South Africa.
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CHAPTER THREE: GREEN TAXATION_

I

I global momentum [l responding to climate change has gradually changed
due to the effects it continues to spread. b global
I changes [ also [ escalating (Chersich and Wright, 2019:2). This
chapter provides a background on South Africa's environmental legislation
(section 3.2), and in section 3.3 of this chapter, the various green taxes and levies
in South Africa are discussed, such as the carbon tax,sh
I bag tax, . motor vehicle carbon dioxide
emissions tax, and the tyre levy (Ambargen, 2023). The South African taxation
incentives are also discussed, as well ash (section
3.4), [ 'astly, an overview [l Carbon Tax [l 15 of 2019 is provided
(3.3.1.1).

3.2 Environmental Legislation

Environmental legislation is defined by Ganda et al. (2015:46), quoting McGarity
(2004), as regulatory in nature and intended to alterb
. = well as NN These
B consistently assign [l implementation |GG
authorised [l] write regulations, [IINEGTNEEEEEEEE

specifically [l ensure environmental protection [l a certain [
(Ganda et al.,, 2015:46). In addition, environmental legislation is defined as the

law that governs renewable resources such as minerals, air, soil, water, as well
as vegetation (Ganda et al., 2015:46).

Environmental legislation comprises essentially interrelated systems of laws,
acts, rules, customary agreements, as well as common law addressing the
corporate practices' impact on sustainable development and the natural

environment (Ganda et al., 2015:45). The design of environ tal legislation
enforcement is aimed at protecting, preserving, and improanL
I and ensuring NN Another aspect

included in the design of environmental legislation is to make certain that natural
resources are used practically, rationally, and responsibly (Ganda et al,
2015:46).
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South Africa has magnified its legislation focusing on environmental protecti
(Ganda et al., 2015:45). According to the literature reyiewed, some examples?
., include
R, the N
Biodiversity Act 10 of 2004, and the National Environmental Management:
. In addition, according to Wentworth (2014:13),
South Africa has sent the right signals to indicate the country's commitment to
endorse a change towards a greener economy and world. This is stated to be
particularly done by accepting a more diversified energy mix away from relying
on coal (Wentworth, 2014:13). Several economic policy documents adopted by
the country have direct reference to climate action, energy security, and greener
economic growth (Wentworth, 2014:13).

South Africa faces a crucial challenge of ensuring that— is
secured, as an environment
where [l is BB (Dippenaar, 2018:1). problem

B ensuring that [ e reduced, as this directly
contributes to climate change (Dippenaar, 2018:1). In the list of global emi of
greenhouse gases and carbon dioxide, South Africa falls within the top 20ni
B ciassified as [ <nitter . mostly due to its energy

sector (Dippenaar, 2018:1).

Therefore, in response to such challenges, most countries initiate environmental
regulations and tax policies to curb the industry's coal and oil usage (Sanderson,
Mukarati, Jeke, and Le Roux, 2023:484). With the aim of controlling the energy
industry's heavy pollution, South Africa passed the carbon tax policy, ensuring
that the environment is safe and healthy (Sanderson et al., 2023:484). This is
done through constructive regulation of the activities that emit and generate
pollution into the environment (Sanderson et al., 2023:484).

3.3 Different
Green taxation [ll not ll foreign concept il : levies on

. chicles, existed ] a long time (Nel, 2010:3). For
many years, due to an increasing

industries, such as [ there seemed to be an identified need for
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fiscal reform (Nel, 2010:3). South Africa has introduced taxes and levies to protect
the environment, namely the motor vehicle carbon dioxide emissions tax, plastic
bag tax, carbon tax, electric filament lamps levy, electricity generation levy, and
tax on tyres. These are also briefly discussed below:

i.1 Carbon Tax

I burned.
] (tha,ihit, and Ghosh,

2020:1; Hoeller and Wallin, 1991; Poterba, 1991). According

(2021a, para. ]l carbon [l is one of the new taxes ‘ﬁ
have been change. One of its objectives is
I an economical and sustainable

manner (Yang, McCollum, McCarthy, and Leighty, 2009; South African Revenue

ice, 20214, para.8). It is stated that by making sure that individuals and firms
unfavourable costs || NG t2x gives

effect to the principle that states that the polluter should pay (Khan, 2015; South

African Revenue Service, 2021a, para.8). This helps ensure that future decisions

on consumption, production_and investment consider climate change and overall

environmental protection.
(20214, para.10), [l Carbon Tax was implemented through

. which was passed [N

3.3.1.1 —
B primary purpose is [ll decrease greanhouse gas emissions in an economical,
efficient, and sustainable manner (h, 2021).

I was implemented to help fulfil the 2015 Paris
Agreement, which intended to significantly reduce greenhouse gas emissions

globally (Greenblatt and Saxena, 2015). It is, therefore, anticipated that carbon
tax will increase in the future, as Subban, Da Silva, and Royuela (2022) suggest.

— reported [ significant
B cquired I s affecting their profits, particularly

when it comes to funding renewable energy and green hydrogen (Subban et al.,
2022). Many have urged for the implementation of carbon price alternatives since
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they will have to give up important components of their growth strategies (Subban
et al., 2022).

Challenges related to energy are increasingly assuming a more significant role in
both developing and developed nations (Gago et al., 2014:2). This is due to the
fact that the availability of reliable and sufficient energy is key for the development
of economic activities, making the energy sector vital and sizable in most
economies (Gago et al, 2014:2). However, energy is also the source of
significant external harmful impacts on the environment, mainly related to

greenhouse gas emissions and climate change (Gago et al., 2014:2).

There is an increasing demand for legislation or incentives to reduce exposure to
the carbon tax in the renewable energy sector (Subban et al., 2022, para 1).
Carbon trading, both locally and internationally, seems to be gaining traction at a
faster rate, while tax legislation struggles to keep up (Subban et al,, 2022). There

are specific instances that require either specific tax laws or incentives, even

though general principlescan be applied (Slattery and Zidar, 2020:98). Specific
tax provisions provideds_ may benefit all

stakeholders, with everyone's needs being observed and evaluated with equal
importance (Hillenbrand et al., 2019:412). It is suggested that more policies
providing incentives for reducing carbon emissions and transitioning to clean

energy are likely to be introduced over time (Subban et al., 2022, para 1).

3.3.2 Electric Filament Lamps Levy

Electric Filament Lamps, also known as non-energy-saving light bulbs, are
required to pay an environmental levy if manufactured within South Africa (South
African Revenue Service, 2021b, para.1; Vuzane, 2020:85). Manufacturers are
expected to pay this levy (South African Revenue Service, 2021b, para.2), which,
as of 1 April 2020, has been charged at R10 per bulb (South African Government,
2023).

In summary, the primary objective — cost of electric

filament lamps, often known as "old light bulbs," to create a demand and
inclination towards fluorescent bulbs, which are not only durable but also
affordable (Vuzane, 2020:85).
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