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Abstract:  Many environmental and natural
resource problems, which have been solved in
developed countries with the use of appropriate
instruments, are becoming increasingly common in
developing countries. Due to poverty, the
efficiency of conceiving environmental policies
and minimizing costs, are inherent issues of these
countries. The aim of this paper is to highlight the
importance of environmental taxes in developing
countries, as environmental taxes are an
instrument of environmental policy that convenes
with the level of their development. Most countries
today pay great attention to environmental taxes.
However, in the tax systems of developing

countries, their significance is neglected. We
analyzed 12 developing countries, which are
members of the FEuropean Union, with the

tendency to point out the benefits they could have
from environmental taxes. A regression analysis
was applied on the data series for the period 2001-
2016. The results of the model show that the
growth of tax revenues from ecological taxes
implicitly increases the state allocation in the field
of environmental protection.
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1. INTRODUCTION

“Environmental taxes are considered as very
important form of taxation” (Cornelia, Lenuta,
2012, p. 730). Environmental taxes play a crucial
role in protecting the environment today, taking
into account the fact that the level of pollution is
growing.

These environmental policy instruments have
gained particular importance in their effectiveness
in the fight against environmental problems.“The
experience of the last two decades has shown that
ecological taxes can be efficient and effective
environmental policy instruments™ (Andelkovic,
2012, p. 203). On the other hand, the tax system,
with introduced ecological taxes, provides supply
to users of public goods(Leach, 2004).

Ecological taxes expand the consciousness of
producers and consumers in terms of more rational
use of natural resources, on the one hand, and
increase prices for environmentally harmful
products on the other, ultimately reducing the
demand for them. ,In the case of individual
countries of the European Union, revenues from

ecological taxes were mainly intended for
financing water supply, sewage and road
construction.

However, empirical research has gradually proved
that revenues from environmental taxes have been
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characteristic for the developed countries of the
European Union. The FEuropean Community
Commission is propulsively working to introduce
new forms of national taxes ( Ili¢ Popov, 2000,pp.
219-229). Additionaly, “environmental problems
such as: protection of the ozone layer, global
warming, acid rain, uncontrolled destruction of the
flora and fauna exceed national boundaries and can
not be solved by actions of individual states”
(Andelkovié, 2012, p. 205).

Within the FEuropean Union, the issue of
environmental protection, in order to regulate
cross-border pollution, was one of the important
issue related to the harmonization of the laws of
the member states of the FEuropean Union.
(Sterner, Kohlin, 2004). ,.In the new regulations on
the policy of the Directorate for Environmental
Protection of the countries of the European Union,
the Commission emphasized the taxation of the
environment ,,(Schlegelmilch, 1998).

The subject of this research are the developing
countries that are members of the European Union
and the very modest tax rates with the ecological
characteristics in them. Most developing countries
do not attach importance to this environmental
policy instrument compared to developed
countries.

The main reason for such circumstances is the
level of development of these countries. Ecological
taxes have a regressive character, such as value
added tax. Implicitly, this major shortage of
environmental taxes will have more repercussions
on developing countries compared to developed
countries. Analogously, there is a great uncertainty
that the aim, because of which these taxes are
collected, will be achieved. If there 1s no trust
from taxpayers, in regards to any environmental
quality improvements, we can not expect that
sufficient funds will be collected.
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We will analyze the revenues from environmental
taxes and environmental protection expenditures in
the period 2001-2016. years.

The aim of the paper is to examine the
environmental policy instruments and point out the
balance of the positive effects of environmental
taxes in the analyzed countries. In the paper we
will give an answer to the question of whether the
growth of ecological taxes affects the
environmental protection expenditure in the
analyzed countries.

2. Review of literature

“Based on the available data, resulting from some
scientific research, there 1s a small concentration of
states on '"green tax" as an instrument for
environmental protection, due to the complexity of
this action” (Cornelia, Lenuta, 2012, p. 731).
Analogically, when it comes to the relationship
between environmental taxes and environmental
costs, there is not a lot of empirical studies
conducted on this subject (Vincent, Dore, Adriana,
Rambe, Walton, 2010).

Jaffe u Palmer (1997) have investigated the cost of
environmental protection in certain countries. The
results of his research have shown that the
omission of environmental issues causes costs that
have a significant negative effect on research and
development costs.

Kumbaroglu (2003) has investigated the economic
effects of environmental taxation using a
compatible equilibrium model that the author has
applied to Turkey's economy. The results of the
research indicate the possibilities for ecologically
and economically sustainable development of the
country.

Sterner, Kohlin (2004) have explored the
importance of environmental taxes by providing a
retrospective analysis of the allocation for
ecological taxes of the countries of the European
Union. The authors emphasized the importance of
environmental taxation as one of the instruments
of environmental policy. The authors answered the
question, why there are variations in the levels of
taxation, when it comes to the countries of the
European Union.

Ecological taxes, in contrast to other forms of
taxation, in modern conditions, get alongside the
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