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Given that emission tax has been considered to be efficient measures for environment
protection though it may harm the economic growth, this paper tries to quantify the effects of
environmental tax policy on economic growth and environmental quality. However, the efficiency
for the emission tax is related to firm’s compliance in the self reporting arrangement. As a result,
this paper takes the pollution tax evasion into consideration. Based on our analysis, it finds that
both the emission tax policy and enforcement policy (including detective policy and fine) will lower

the rate of economic growth.

Keywords: Tax evasion, Pollution, Growth, General equilibrium model, Imperfect competition,

Environmental policies
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