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Strategic Environmental Policy: A Comparative
Analysis of Environment Tax and Abatement Subsidy

HE Huan-lang, YUE Yao-xing

(School of International Business and Administration . Shanghai University

of Finance and Economics, Shanghai 200433, China)

Abstract: The paper extends the strategic trade policy model into envi-
ronmental field. The strategic environmental policy thinks the government
has the incentive to subsidize export enterprises by lowering environmental
standards in order to realize rent-shifting. The paper analyzes the environ-
mental technology subsidy which is neglected in strategic environmental pol-
icy. The government jointly implements the policies of environmental tax
and abatement subsidy. The paper verifies the government’ incentive to car-
ry out the strategic environmental policy and obtains the optimal tax rate of
pollution emission. Although the two policies can’t offset the environmental
damages from firms’ production, environmental technology subsidy increa-
ses the environmental standards and the firms encounter less revenge of
green barriers.

Key words: strategic environmental policy; environmental standard;
environment tax; environmental technology subsidy
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