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Abstract

his paper explores the role of green taxes as a strategic tool for promoting sustainable

development in Sri Lanka. Green taxes, designed to internalize the external costs of

environmental degradation, incentivize eco-friendly practices and discourage harmful
behaviors. Focusing on key sectors such as energy, transportation, and waste management, the
research highlights the evc!/iion and current state of these taxes in Sri Lanka. It addresses
critical issues, including '~ =zonomic impact on industry competitiveness and consumer
prices, political and admin:si ative feasibility, and social acceptance, particularly among low-
income households. Findings reveal that green taxes can substantially reduce pollution,
promote renewable energy, and improve waste management, leading to significant
environmental benefits. Economically, they can generate revenue for sustainable initiatives,
drive innovation, and enhance business competitiveness. Socially, well-designed green taxes
can address environmental injustices and improve public health, although careful
implementation is needed to avoid adverse effects on vulnerable communities. The paper
recommends increasing public awareness through a bottom-up approach, ensuring clear roles
and coordination among stakeholders, and establishing robust monitoring and evaluation
Mechanisms. Despite the challenges, green taxes offer a promising pathway for Sri Lanka to
integrate environmental costs into economic activities and foster a culture of environmental

responsibility.
Keywords; Green Taxes, Sustainable Development, Environmental Policy.

L Introduction _ :
One of the most prevalent ideas in the modern world, sustainable development, reminds

humans of ways to live presently if they want a better tomorrow. In 1980, the World Wildlife
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2.Definition and purpose of green taxes.
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5 Lanka.

reen taxes, also known as environmental or eco-tax

overnments on aCIt]V't‘e; or products that cause environmental harm. These taxes are
esigned 10 internalize the environmental costs of economic activities, incentivizing both
roducers and consumers to adopt more sustainable practices. The underlying principle is the
solluter pays concept, WhIC'h holds that those who generate pollution should bear the cost of
managing it, thus encouraging them to reduce their environmental footprint. By making

environmenta"v damaging aCUVlties More expensive, green taxes aim to promote cleaner
Jlternatives and reduce overall environmental impact.

es, are financial charges imposed by

There are several types of green taxes, each targeting different aspects of environmental
degradation. Carbon taxes, for instance, levy charges on the carbon content of fossil fuels,
aiming to reduce greenhouse gas emissions. Energy taxes focus on the consumption of energy,
particularly from non-renewable sources, encouraging energy efficiency and the use of
renewable energy. Waste taxes impose fees on the generation and disposal of waste,
incentivizing recycling and waste reduction. Water pollution taxes charge entities for
discharging pollutants into water bodies, promoting cleaner water management practices.
Additionally, taxes on specific products, such as plastic bags or single-use items, aim to reduce
consumption and encourage the use of more sustainable alternatives. Each type of green tax

addresses specific environmental issues, contributing to a comprehensive strategy for
sustainable development.

3. Theoretical basis of green taxes in promoting sustainable development

The theoretical foundation of green taxes in promoting sustainable development rests on the
principle of internalizing environmental externalities. Traditional economic activities often
overlook the environmental costs associated with production and consumption, leading to
market failures and environmental degradation. Green taxes, also known as environmental
taxes, aim to correct these market failures by incorporating the external costs of environmental
harm into the price of goods and services. This approach is grounded in the Pigovian tax theory,
Which advocates for taxes on negative externalities to align private costs with social costs. By
Oing 5o, green taxes incentivize businesses and consumers to adopt more sustainable
Practices, reduce pollution, and conserve natural resources, thereby fostering a transition
1owards a more sustainable economy. Additionally, the revenue generated from these taxes can
€ reinvested in environmental and social programs, further enhancing their potential to drive
*Ustainable development,
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le 4 of the Rio Declaration suggests that “In r, : 1y

In this context, Princip bl
ental protection shall constitute an i b
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development, environ

process and cannot be considered in isolation from it.” Moreover, jig ., e g, "
Hungryv. Slovakia noted that "after the early formulations of the conce : ‘ "Ne:rve'% r:b'Q
been recognized that development cannot be pursued to such Z el ,:mantn:”‘
substantial damage to the environment in which it occurs."® Thys ¢ ;. nat ent,ith‘n
that sustainable development integrates developmental needs ang 9' ,abletresu,ts?s
into a single phenomenon, with the objective of promoting the pryde, "ental‘;sugge:
resources for the benefit of both present and future generations, f, feﬂviro: o
limitations on the use of environmental resources need to be intrody, 0%, "
could be easily implemented with the notion of green taxes, and that h., Nese “ﬂ;itaw”
outcomes. N Morg rea,;:‘

Further, scholars have recognised four elements of sustainable develop,. -,

principle of intergenerational equity, (b) the principle of sustainable use ‘}f'thamely g
equitable use, and (d) the principle of integration.® Green taxes are intrins;c’a;[\; i e Pringi
key principles of sustainable development: intergenerational equity, sustama'b'eﬂked 03%3
use, and integration. The principle of intergenerational equity emphasizes the 'egs " ity
preserve natural resources and the environment for future generations. Greep tF’Onsibilityt0
this by discouraging practices that deplete resources or cause irreversible damaaxes SUppoy
that future generations inherit a healthy environment. The principle of Susta?' ensyi
advocates for utilizing resources in a way that maintains their availability over the l“able lse
Green taxes promote sustainable use by making environmentally harmfyl acﬁvig"gterm.
expensive, thereby encouraging the adoption of sustainable practices and tEChnoloeis Mora
principle of equitable use ensures that resources are used fairly among current usef;g\,:‘.st'h The
disadvantaging any group. By taxing activities that cause environmental harm, green éax(la_ =
help address disparities, ensuring that the environmental costs are borne more fairly a(s:rcan
society. Lastly, the principle of integration calls for environmental considerations toohs:
incorporated into all aspects of policy-making and economic activities. Green taxes embodyths
principle by embedding environmental costs into market prices, thus influencing behayig
across the economy towards sustainability. Tegether, these principles illustrate how greentaxs
can be a powerful tool for achieving comprehensive and long-term sustainable development
These four aspects are crucial for achieving sustainable development in its entirety
Additionally, the said four elements have introduced practical strategies for implementingthe
concept of sustainable development. To be more precise, these four components are closely
related to the mechanism of green taxes, which supports their core values.

4. Environmental and Economic Context of SriLanka

4.1 Current Economic Conditions and Development Goals

i Lanka took several initiative
plants, €

developiné

510

With the introduction of an open economic policy in 1977, Sr
expand its economy. As a result, the number of industries, economic zones, power
number of vehicles rapidly increased. This paved the way for Sri Lank
country,'® which is a positive aspect of the new economic structure.

65,610 square kilometres, the island of Sri Lanka is home to 22 million peop
elfare in

me levels.”

atobead :
With a total and area‘o
e. Witha percaplta

; hat ar¢
GDP of $3,354.4 (as of 2022)," it is well-known for having social W dicators!

noticeably better than those of the majority of nations with similarinco
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ironmental laws and policies are cor

re, Sri Lankan env

Furthermo i$ it s
thematic legislations and related policies. These legislations cover m: ‘teg by,
coastal zones, fauna, flora, ma.rine resources, etc. Ove!'all, the analysis gted tOfa"%
and regulatory frameworks indicates that Sri Lanka has integrated vario, “Dovg e
the principle of sustainable development. 8lest0€m;:,
@

ementation of Green Taxes in Sri Lanka

axes in Sri Lanka has evolved gradually, influenceq
environmental policy and the country's growing awareness of sustainable de\yel lobal
Historically, Sri Lanka's environmental policies were primarily focused on coopm I,
regulatory measures rather than market-based instruments like green taxesn;ew on |
initial forays into environmental taxation were limited and often not explicitly lab };e Couny,
taxes. However, the increasing recognition of environmental degradation ang et edasﬁfeen
licy thinking. In the late 20th and early 21st cEntUr'ieSSeconomi

impacts prompted a shift in po : ; ( %
began exploring more proactive measures, including the introduction of specific 'eVie; a? Lanig
Medgat

mitigating environmental harm.

5. Impl

The concept of green t

In recent years, the Sri Lankan government has made more concerted efforts to incor ‘
green taxes into its environmental policy framework. Notable examples include taxes On’r’;’;te

vehicles based on their engine capacity and emissions, aimed at reducing air pollution a:;
encouraging the use of more fuel-efficient and less polluting vehicles. Additionally, there have

been attempts to impose taxes on plastic and other environmentally harmful products
although the implementation and enforcement of these measures have faced challenges.The’ |
~n emissions, has also been a topic of polcy

taxation of fossil fuels, aimed at curbing cart
discussion, reflecting a growing alignment with o bal trends in green taxation.

Despite these initiatives, the current status of green taxes in Sri Lanka reveals a mixed picture.
While there have been some successful implementations, many proposed green taxes ha
encountered obstacles, including administrative inefficiencies, lack of public awareness, anq
resistance from various stakeholders. Moreover, the overall contribution of green t2xs toSn
Lanka's revenue remains relatively modest. However, the government continues toexploreé

refine its approach to green taxation as part of a broader strategy to achieve Slfﬁta'"a};
development goals. There is an increasing emphasis on aligning green tax policies ¥!

international best practices and ensuring that they are integrated into @ compr
coherent environmental policy framework. This ongoing evolution suggests
recognition of the potential of green taxes as effective tools for promoting susta’®

2 growiné

abilityin"

Lanka.
. the
| j : ! . mC|Ude .
n Sri Lanka, key sectors where green taxation could be effectively lmplepfge"‘ct:g -2 hefos;:
' Xes

energy sector, transportation, and waste management. The energy sector, o
fuel industry, is a significant contributor to greenhouse gas emissions. Imposing carbon ind, a1
I‘O-‘gil fulels can incentivize the shift towards renewable energy cources such 35502 o 13
o¥| ::‘eef Ctr::c power. Additionally, energy efficiency measures can be pro
Shmee fgies":j:mmo_n that encourage industries and households t© 2"

b i Esoker] practices. By targeting this sector, green taxes can elpré
printand promote sustainable energy solutions. " g

taxe”

The tra i { i
Lanka'sr::gic:jrlt::r%r\L sector Is another critical area for the implernentan - ff:cco
ingvehicle population contributes to air pollutiona”
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pased O ve.hi'cle em|s§|:)ns, engine size, and fuel efficiency can encourage the adoption of
T?”‘eser ore eff_'c'ent vehicles and alternative transportation modes such as public transit,
dean®’ 4 walking. Furthermore, taxes on air travel, particularly for short domestic flights,
C‘/‘:hgg{ centivize the Us€ of more environmentally friendly transportation options. Waste
Comagement is also a Y'tal sector fOf‘ green taxation. Taxes on single-use plastics, packaging
mar’ dals, and landfill disposal can drive waste reduction, recycling, and the use of sustainable
‘“atena s, By targeting these key sectors, green taxation in Sri Lanka can address critical
alte! onmental challenges and promote a more sustainable and resilient economy.

o th ri La_nkan context, green taxes offer a market-based approach to environmental
egulation by |ncorp'0_ratlng the environmental costs of economic activities into their prices. This
contrasts W|th traditional r68UI?Fory t_ools used in Sri Lanka, such as command-and-control
measures: which mandatg spec_uﬁc Ilfn!t_s or standards for pollution and resource use. One key
advantage of green taxes s t_he" ﬂ?X'bllltv; they allow Sri Lankan businesses and consumers to
choose how to I_'Ed_uce th_elr enVIronr_nental impact in the most cost-effective manner. By
creating 2 financial incentive fO( sustainable practices, green taxes can drive innovation and
efficiency, leading to broader environmental benefits within the country.

to subsidies and tax incentives for environmentally friendly practices, green taxes

alizing harmful behaviors rather than rewarding positive ones. In Sri Lanka,
s, suchas renewable

Incomparison

focus on PeN L :
subsidies have been effective in promoting specific technologies or practice

energy Or energy-efficient appliances. However, these often require significant government
expenditure and can lead to market distortions if not carefully managed. Green taxes, on the
other hand, generate revenue that can be reinvested in environmental initiatives, making them
potentially more sustainable from a fiscal perspective within the Sri Lankan economic

framework.
nka, such as emission standards or bans on certain pollutants, provide

mits on harmful activities. These measures can be very effective in
achieving specific environmental goals, such as reducing emissions of particular pollutants.
However, they can be inflexible and may impose significant compliance costs on businesses,
particularly if the regulations are not well-designed. Green taxes offera more dynamic approach
in Sri Lanka, where the cost of environmental harm is internalized into the market, encouraging
continuous improvement and adaptation. In summary, while regulatory tools provide certainty
and direct control over environmental outcomes, green taxes offer economic efficiency and the
potential for broader, market-driven environmental benefits in Sri Lanka.

Regulatory tools in Sri La
clear and enforceable li

6.Prospects of Green Taxes in SrilLanka

Lanka presents a promising avenue for achieving
|tifaceted approach that yields environmental,
the true cost of environmental degradation into
ficant behavioral changes among individuals

Iﬁ‘st'fnplementation of green taxes in Sri
eCO:'na_ble development through a mu
the e?;mlc' and social benefits. By integrating the

onomic system, green taxes can drive signi

an ; . . :
nd bUSInesses, encouraging more sustainable practices. This comprehensive strategy not only

aims to'mlt'lgate the negative impacts of pollution and resource depletion but also fosters
itiatlon and economic growth by creating new opportunities in green industries.
dre?r)ally, green taxes hold the potential to improve public health and social equity,
o Sl".ng environmental injustices and enhancing the overall quality of life for Sri Lankans.
susta'g this holistic approach, Sri Lanka can pave the way tov.vards.a more resilient and
Inable future, aligning with global sustainability trends and reinforcing its commitment to

€nyj
fonmental stewardship
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6.1 potential Environmental Benefits

The implementaﬁon of gre
internalizing t

en taxes in Sri Lanka holds signific,
penefits. BY in he cost of pollution and resour:

incentivize both individuals and businesses to adopt more sye:
bon emissions can encourage the reduction of .

. energy efficiency and the use of renewable energy
power. This ohift can lead to cleaner ai, reduced reliance on
decrease in the country's carbon footprint. Additionally, green ta-- . .
other pollutants can reduce waste and enhance recycling effor:- ﬁ' sin

 1eadin

healthierenvironment.

reen taxes can help protect Sri Lanka's rich biodiversity 5
rivities that harm ecosystems, such as deforest ah‘;: na

tural

‘ y 850 ‘

4 ; an O

nvironmentally destructive practices. This can reSUIt?noglﬁ Shiﬂ;i; y
¢ prec !

Moreover, 8
imposing leviesonac

taxes can discourage €
of forests, wetlands, and marine habitats, contributing to the conseryat; o, !
ON Of ey

overall health of ecosystems. Ultimately, the adoption of green t '
. QL : ! axes can f ® ang,
environmental responsibility and stewardship, promoting sustainab| Oster 3o By
ensuring the long-term sustainability of SriLanka's natural heritage € deva]opmenl:recf

L i

6.2 Economic Benefits

Green taxes offer notable economic benefits for Sri Lanka by generatin
reinvested in environmental and sustainable development initiatives. Thi{eve”“e that gy,
green taxes can be allocated to projects that improve infrastruqu,.l;ndsCollectedfmm
transportation, and promote renewable energy sources. This can lead t’oe'nhance Pl
emgrging green industries and stimulate economic growth. Furthermo b et
e!wnronmental degradation, green taxe:s <= lower the costs associated V\:I%] zy oy
disaster management, and environmentz! restoration, leading to long-term economizlat\:nm
8.

Additiona]ly, green taxes can enhance e competitiveness of Sri Lankan busine
encouraging innovation and efficiency. Companies that adopt sustainable practices an:isiensvbv
in Flean technologies can gain a competitive edge in both domestic and international markeetssI 1
This can' open up new opportunities for exports and attract foreign investment, boosting e
country's economic _development. Moreover, by aligning with global trendsin sustainabiltySi
Lanka can position itself as a leader in green growth, attracting environmentally conscos

consumers and investors.

6.3 Social Benefits

l:g \S::tl:: btle’geﬁts of green taxes i.n Sri Lanka are equally compelling. By promoting cI.eaner&i{

reSpirator,y ganzn taﬁes can lead to improved public health outcomes, reducingtheIﬂF'L .

e ur\ga erborne diseases. This can enhance the quality of life Tor rZvenue

G an areas where pollution levels are often higher. Additionally heaccessto
Eeigted)  green taxes can be used to fund public health initiatives " imprové

ervices, further benefiting the population's well-being. ’

e

Green taxes :
disproporﬁor?:?efyjs:ﬁgonmbUt-e tq social equity by addressing €n
i A e cftfmargmah.zed communities. For example, commun! ;
imposing taxes on polsltjt er from higher levels of pollution and environ |é8
investin infrastructy ers, thg government can generate funds to clean UP ™ "

reand services that improve living conditions. Furthermor® f
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educational and awareness pr
can'S::nF; ental conservation efforts, fosterir?gzg:c;?; ifw?g:rs:ipaon‘geernggﬁg?; :othef:rﬁcipate £
iety.
Cha“enges in Implementing Green Taxes ina Sri Lankan Context
,mplemen L gtf:gflota:sssum Sri Lanka faces several economic challenges that need to be
ot ully _nawga ol r? success. Qne significant challenge is the potential impact on
Compenhvenessr 95pefC||a y o_r industries that are heavily reliant on fossil fuels or other
oVir0 ntally harmtu PfaCUC§§- chreased production costs due to green taxes could make
d Lankan roducts |ess competitive in the global market, potentially leading to job losses and
2o omicdownturns in affected sectors. Additionally, there is a risk that the costs of green taxes
could be passed onto consumers, leading to higher prices for goods and services which could
| disproportionate|yaﬂ‘ectIow-mcomehouseholds. :

d administrative perspective, the implementation of green taxes can be
m powerful industrial lobbies

s resistance can manifestin
g to pass and enforce
lop the capacity to
requires significant investment in
d minimizing corruption in the
ust and achieve the intended

olitical an
ith difficulties. Policymakers might face resistance fro

who are adversely impacted by the new taxes. Thi
king it challengin

ent must deve

from @ P

fraught W

and stakeholders
lobbying effortsto block or dilute green tax legislation, ma

these taxes effectively. Administratively, the governm
sccurately aSS€sS, collect, and manage green taxes, which
infrastructure and training. Ensuring transparency an
administration of green taxes is essential to maintain public tr

environmental outcomes.
ic opposition, particularly if the rationale

ted. Public acceptance is crucial for the
e is often a lack of awareness and
efits they provide. Without
d as an additional financial
bility. Moreover, thereisa
income groups, who may

socially, the introduction of green taxes can face publ
and benefits of these taxes are not well communica
successful implementaticm of green taxes, but ther
understanding of how these 1axes work and the long-term ben
proper education and engagement, green taxes can be perceive

burden rather thana necessary step towards environmental sustaina
risk of social inequality if green taxes disproportionately impact lower-

\ SpendaIargerportionoftheirincomeontaxedgoodsandservices.
hallenges, a comprehensive and inclusive approach is necessary.

: Economically, measures such as gradual implementation, subsidies, or tax rebates for affected
' industries and low-income households can help mitigate adverse impacts. politically, building
 broad-based support through stakeholder engagement and transparent pohcyr_nakin_g can
| reduce resistance and enhance the legitimacy of green taxes. Adm|n|§tranvely, investing In
‘§ robust tax collection systems and ensuring accountability is crucial. Socially, public education
3

' To overcome these C

: campaignsandtransparentcommunicarion aboutthebeneﬁtsandgoalspfgreeptaxescanhelp
build public support. By addressing these economic, political, administrative, and §oaa|
' challenges, Sri Lanka can more effectively implement green taxes and harness their potential for

sustainable development.

- 8.Policy Recommendations

se the following three strategies for
tegies could not only suppor
the full realization O

ctive implementation of
mplementationof
le of sustainable

the effe
t the effective i

. This paper aims to propo
f the princiP

‘ g:eentaxesin Sri Lanka. Thesestra
een taxes but also contribute tO

d
evelopment asawhole.




Firstly, increasing public awareness is vital for the effecti i

. H H 1_]
country. To achieve this goal, a strategic plan Sh9u|d be Prep. 1Son °f€feen
approach but on a bottom-up approach. Adopting bottor,. 5% ngy M

knowledge of green taxes, making it more practical
bottom-up approach is an effective method in addres ) o
attend heavily to local interests and search for context-aq, Mal progy. e,
environmental problems. " For this purpose, policy Measures thay adom: Solyg,

are required, and these policies should be grounded in the Principle ey °n°”‘~Upap .
including an effective implementation method. Nely

2 2
nd pragp... ci“’ach .
Sing envirgp,.  Olars

%
Secondly, precisely identifyingthe roles of relevantstakeholdersinim o
pivotal. Accordingly, disﬁnguish!ng the roles pf government entities, the priv::mg Ereen%
society organizations is essential. Introducing a proper coordination St ese%nand !
stakeholders will indeed advance the implementation of green tayes Tg 3oy Uy
centralized authority is required to coordinate among the aforemen Or{ed eac_h.;eve by,
contributing to upholding transparency, accountability, and goog 8overnance in?hisg'n:h b
&

Thirdly, this paper asserts that effective and efficient monitorin ton e
are crucial forimplementing green taxes. To achieve this goal, a robuyst institutiony| meccha“ ‘
with necessary powers is essential. Such institutions should Operate based on the s, prh
sustainable development. Experts should serve as focal points within these insﬁtun?r:
possessing competence and technological proficiency. Moreover,

; i establishing impary
independent, and autonomous institutions in this regard will make 3 significant pogs

contribution.

8 and evaly;

9. Conclusion

Inconclusion, the adoption of green taxes in Sri Lanka represents a pivotalstrategyinaddressu.-g
the country's environmental challenges while promoting sustainable development. Deg
facing economic, political, administrative, and social hurdles, the implementation ofgree:tf:i
offers substantial potential benefits. By internalizing the costs of environmeptal degra ;m
these taxes incentivize businesses and individuals to adopt cleaner technol.og'es_andtsradIar ¢
thereby reducing pollution, conserving natural resources, and miﬁgaﬁng chr;(ammgmj
impacts. Moreover, green taxes can stimulate economic growth through mnozafostem
industries, improve public health by reducing pollution-related illnesses, 3"detyjorearz
equity by investing in environmental improvements that benefit all sectors ofSSing stakehd
these benefits, strategic measures such as increasing public awareness, enha.r;| e
coordination, and establishing robust monitoring mechanisms are essgrlhanl;a et i:
green taxes within a comprehensive environmental policy framework, Sri i g0

; W

s trajecto’y
way for a sustainable and resilient future, aligning its development
sustainability goals,
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