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The Influence Evaluate of Energy Tax on Economy and
Energy Demand

Che-Wei Chang' Cheng-Che Yu'" Kuan-Yao Chen' Chin-Wen Yang’

ABSTRACT

Legislative Yuan Passes Third Reading of the Greenhouse Gas Reduction Act on 15" of June 2015.
Including total Quantity Control, Emissions Trading, and fossil fuel tax promoting mechanisms of Taiwan
are constructed under the act in response to climate change. The legislation of the act is also devoted to the
welfare of the society, industrial transformation, emission reduction, and green technology development
of Taiwan. It will also promote the employment, green economy, and the Infrastructure construction
program—low carbon green growth plan of the nation. Most researches which apply economic and
financial instruments are mainly focused on the influence on economy caused by carbon or energy tax, and
others concern the double dividend effect due to the allocation of tax income. However, most researches
concentrate more on the issue of tax credit on distortionary tax and social security contribution, rather than
the effect of environment tax revenue on green energy development and the progress of energy efficiency.
This research uses Taiwan Sustainable Energy Development Model (TaiSEND) to assess the influence on
economy and energy demand by applying the revenue of energy tax to energy saving investment. We aim
to discuss whether the strategy could possibly reduce the impact on economy or even further, to create
the double dividend effect. The result shows that, without electricity saving investment, the application
of carbon tax could reduce electricity using by paying a very high price of economic cost. The energy
saving cost per kilowatt-hour could be from 2.07 NTD to 3.51 NTD. When we consider the electricity
saving investment to our evaluation, the saving cost per kilowatt-hour may be reducing to 1.57 NTD~3.36
NTD and the GDP lost could be improved by approximately 6,800 million. The effect of double dividend
may take place by the practice of electricity saving investment, but it still can’t compensate the impact on
economy from the imposition of energy tax.

Keywords: Energy tax, TaiSEND, Double dividend effect, Electricity saving investment
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