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Abstraet This paper examines whether revenue-neutral swaps of environmental
taxes for ordinary distortionary taxes, which might offer a double dividend, not
only (1) improve the environment, but also (2) financially reduce the existing distor-
tionary tax. As related to environmental tax reform, we consider two settings.
One (associated with the second-best environmental taxation) internalizes exter-
nalities, and the other (associated with the non second-best environmental taxa-
tion) does not internalize externalities. Under the latter setting and the revenue
neutral policy, we confer a new double dividend notion: the environmental tax re-
form can yield not only an increase in the environmental tax, but also a decrease in
the distortionary consumption tax. This could be also explored for the case of inde-

pendent demand in optimal taxation settings.
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TIZRIET <A F ROEBETH 5HBZAINR (tax-interaction effect) M BHIERE)
# (revenue-recycling effect) XX U T/NSWHEMIEL, 2F 0, HoD L5 B
RN AT ) BEIECEERE L, [ ZHEY | OFfc s Ml [BRE% JL b
Bt » BN & FLAY A RBE « BUN O WIS 1, 75 R OBUIETEERA S (revenue-recycling
effect) ZFFOFEMRILL T 5,

5.2. non second-best RIEFFEH NV — IV DT EMRITME

&z, 5.1 ERBRICBUN L ORAEIC & 5 (7) & non second-best BREERBLL — L iC &
5 (10b) »oMOFBEMIUEEBE LB EE2ERT 5, KM OTEMYE o, /0P, =
0,i# j;i,j =012 ZREFTHIE, BMORFAEMERNENE 72D, non second-best BHEH
BV — I X 2K HEBIRIL, Sandmo WHER L MEMARMKALT 545, “EEMD
FIRT I B AR E, HFTOREREZMEE, REMZE, (0ER5E, Lieh-T, &
Moo 2 REMIETIE & T, BRAGTRERBISANICX 2 [RGB LT
MBI | MWe[RETH b, “RELEZFFOESRIESN B,

Bovenberg and Mooij, Fullerton %o —HHt4 o HIWi 4% 13, Sandmo »HER L 721
BN S, BEFYIITHT % second-best DFiHK & first-best D E 7 —FidkD K/
BRI, MEBRICIEGFTAFEERML T, UL, AROMITICEAE, “ERY
DOHIWr L, BREEBLHISCEIC X 5 BUF OB AL D RE T T non-second best BREEEL
W= s, BREERUOMBAEERTHEROVHEEERAT S I EMHR, ZOFER
SRR L, BIRNICE 7 —BRICL2RIEROBALRETHIFEATRLTED,
REERMO E 7 —B e B0 L THB O W RePE % B 1B R T 5 LEIF LN T L 2RR
T 5,

%72, Sandmo DOMEMARKS 5, Oates, Goulder FH D ZFHLY O KM A% IC L hid,
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BLOMHAEAEAZNE (tax-interaction effect) DSFINEILANE (revenue-recycling effect)
& D B/NE VK, second-best DBLHEA first-best @ E 7 —BER X 0 K< 72 3 w[REHEMHE
HmahTuns,

LU, RFTE, Sandmo OIIEMARNEZE R L 72 second-best BREGRBIN — L % fil
REULEFIVHREN S, BREBRHGEICX D TBREGRM OB « 85I & FLAH O K
Bho BN §2ETCOERYAEROE Uice £ LT, [HBE5 Y BB & FLAY MK
BsWiag ) % [ZEACY | OFrc D HMi ML LT, BROMAEERME (tax-interaction
effect) DBILETTENE (revenue-recycling effect) & ¥ d REFWHEB/RIIRTEL
nE& L7z,

ZOHEE, Oates, Goulder HFO _ERYDOHMTTFiELELFOTIEENLEM S,
RICREHPMOMEBERRORBL, & L ISR E 7 BRI X 2BRER O A 24
U kT, [THEAY] 28 ok, BLOHAEEHLAR (tax-interaction effect) HBLIL
BILEIE (revenue-recycling effect) &0 b KX VWEEKRIALLTE Y, AHOSITTII,
B o OMEMHT HHERRITRS N TOERTERELTB I 5,

6. &

b

RBICATEOHB MO B E AL LEOITRZ X9, AR, HBAREEEEL
72 Sandmo 1T & % second-best F B % B[ 3 %2 B T, Bovenberg and Mooij,
Fullerton #EA8 ke U7 BREGE R4 2380 [ ZHEMEY | IT>0WTHRAEL 7., £ L
T, INETEREL - LBRERHYCELE WS Rah o [ TERY ] >0 TEHE L,

ARED5TIE, Sandmo 12 & % second-best B % € 7 VR EN & ORFHHT % B
KE Ui, Z2UT, REBRBEELAERT2HEENL, MBARE%EZE L7 second-
best BRBERBL — U SOMBARF BB L2 OBREERBL — VARE U, RIC, B
DB ZFIHE & U 7S ARR S 2 8 L 720 non second-best BREEBLMHIL — IV
T, BREBLHTE D SBREG M OWBEBROME, &L REBRNTES —BRICLS
BREBOBAEZRE LI, 2 LT [TERY I TH S (DEREGRMOMBEIHRNIC X 54
HIHERRIEDOME &V 5 BEREYEE  [H oY) &, QMO ELDH M, >F DI
MOWE : [HE_O/Y | OMEYBHONEFER LI,

ARROSN TR, BREHRTICHT 230 [ZERY] 28RIET 21T, [BHEHR
BAHBE S RAM BB O AL ) &0 [ZEEY ] OB ERELA IR Lic, &61T,
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