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ABSTRACT

The Indian auto industry faces challenges due to a lack of strict laws and regulations,
resulting in outdated vehicles and many old cars on the road. The National Green Tribunal
(NGT) has enacted rules and regulations to improve environmental conditions, such as
regulating gasoline and diesel sales and conducting emission inspection programmes for in-
use cars. Green taxes target pollutants or energy products to internalise environmental costs
and promote sustainable consumption and production. The NGT has ushered in a new era of
environmental consciousness in India by balancing economic concerns with environmental
protection, aiming to leave a healthier and greener India for future generations. Green taxes
apply to environmentally harmful products and services, taxing high-emission automobiles
more to encourage pollution reduction. Green taxes can be emission-based or vehicle-value-
based, and they can also tax diesel fuel to mitigate its negative externalities. Global case
studies reveal that green levies in the auto sector have shifted economic activity towards
environmental and social responsibility. The NGT works with automakers to improve fuel
and engine technology and sustainability. The proposed auto fuel policy aims to reduce
emissions and discourage dieselization by applying tighter requirements by 2010 and
nationwide by 2020. However, weak monitoring and fund misuse have made green fees
inadequately enforced. Enforcing pollution restrictions and promoting eco-friendly vehicle
research could strengthen the NGT's promotion of sustainable practices in the Indian
automobile industry.
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and growth of a country's economy. It serves as a powerful catalyst, driving progress
and prosperity in various sectors. However, the current scenario in the Indian
automobile industry presents several challenges that need to be addressed urgently.

The automobile industry plays a vital and indispensable role in the overall development

One of the prominent issues plaguing the Indian automobile industry is the lack of stringent
rules and regulations. This lax environment has resulted in a significant number of old and
outdated vehicles still plying on the roads. These aged vehicles not only contribute to
environmental degradation but also pose potential risks to road safety.
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India, despite having only 1% of the global vehicle population, accounts for a staggering
2.74% of global CO2 emissions from road transportation. This alarming statistic underscores
the urgent need for concentrated efforts to improve the current situation. It is imperative to
take immediate action to curb these emissions and mitigate their adverse effects on both the
environment and human health.

The National Green Tribunal (NGT), recognizing the gravity of the situation, has
implemented various rules and regulations to enhance environmental conditions in the
automobile industry. However, despite these efforts, the desired results are yet to be
achieved. It is crucial, therefore, to explore additional measures and strategies to prevent
further damage caused by greenhouse gas emissions.

Controlling air pollution is one of the key areas emphasized by the NGT. To combat this
pressing issue, the NGT has introduced comprehensive emission check programs for in-use
vehicles. These programs ensure that the emissions from vehicles are within permissible
limits, reducing their harmful impact on air quality. Furthermore, the NGT is actively
involved in regulating the sale of gasoline and diesel, aiming to promote cleaner fuels and
facilitate a transition towards more eco-friendly alternatives.

In conclusion, the Indian automobile industry stands at a crucial crossroads, demanding
immediate attention and decisive action. It is imperative for all stakeholders, including the
government, automobile manufacturers, and citizens, to come together and address the
existing challenges. By implementing stricter rules, promoting green practices, and
embracing sustainable technologies, we can pave the way for a greener and more prosperous
future for the Indian automobile industry. (Sanders and Sandler2020)

Overview of the Indian automobile industry

The Indian automotive industry is experiencing an astonishing, exponential growth that has
positioned it as the 5th largest in the world, showcasing its immense potential. This
tremendous growth can be attributed to various factors, such as the meticulous development
of highways and road infrastructure, substantial foreign direct investment, and even the
impact of the global economic crisis.

Furthermore, the demand for automotive vehicles has witnessed a remarkable surge, driven
by a combination of factors including unparalleled technological advancements, an ever-
increasing disposable income among the populace, and a deep-rooted desire for personal
convenience. As a result, the sales of passenger cars have skyrocketed, establishing a solid
foundation for the industry's overall success.

In alignment with India's rapid progress, the government has undertaken transformative
changes in transportation policies, effectively paving the way for foreign automotive
companies to enter the Indian market. This influx of foreign companies has acted as a
catalyst, contributing significantly to the industry's overall growth trajectory. As a result, the
Indian automotive industry has become an indispensable pillar of India's economy.

Drive and ambition continue to propel the industry forward, with ambitious plans to achieve a
remarkable GDP contribution of 10% and provide gainful employment opportunities to a
staggering 25 million people by the year 2016. It is through comprehensive strategies and
unwavering dedication that the industry aims to achieve these remarkable milestones,
solidifying its role as a stalwart contributor to India's economic prosperity and overall
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development.

To mitigate potential challenges, the Indian automotive industry is steadfast in its resolve to
defend itself against global regulations that may impose increased costs. The industry
recognizes the importance of maintaining a competitive edge, taking full advantage of India's
highly skilled workforce and cost competitiveness. By consistently optimizing these valuable
resources, the automotive industry is poised to ascend the value chain, unlocking even greater
avenues of progress and innovation.

Nonetheless, there are legitimate concerns surrounding pollution and the excessive
consumption of diesel fuel, which have resulted in escalated pollution levels. As the industry
continues to grow and thrive, sustainable and environmentally-friendly practices must be
implemented earnestly, ensuring a harmonious balance between economic growth and
ecological preservation. Accordingly, the industry is actively exploring alternative energy
sources and innovative technologies to mitigate these concerns and foster a greener, more
sustainable future for the automotive landscape in India.

In conclusion, the Indian automotive industry is experiencing an unprecedented wave of
growth, fortified by a multitude of key factors and integrated strategies. With its remarkable
expansion trajectory, the industry is well on its way to becoming a global powerhouse,
warranting both recognition and admiration. By embracing sustainable practices and
capitalizing on its abundant resources, the Indian automotive industry is poised to redefine
the very essence of automotive excellence, blazing a trail for others to follow. (Anjum et
al.2021)

Importance of environmental conservation in the industry

Reliance on traditional methods worsens pollution as these practices often disregard the
negative impact on the environment. However, in recent years, developing countries have
recognized the urgency of the situation and have started implementing taxes on pollution to
deter harmful practices. The awareness of the need for environmental conservation has
grown, becoming a global concern for governments, organizations, and individuals alike.

One sector that significantly contributes to pollution is the Indian automobile industry. With
the rise in industrialization and urbanization, the number of vehicles on the road has
increased exponentially, resulting in higher levels of air pollution and carbon emissions. To
address this issue, the government and various stakeholders have taken significant steps to
reduce pollution from automobiles.

In response to the pressing environmental challenges, industries around the globe have felt
the impact of stringent environmental regulations. These regulations not only aim to reduce
pollution but also force firms to adopt sustainable practices and implement changes in their
operations. As a result, the auto industry has been compelled to become more eco-friendly,
pushing for innovative solutions and embracing greener technologies.

However, the implementation of increased taxes to combat pollution may face resistance
from certain sectors. While these taxes are crucial in discouraging harmful practices, some
industry stakeholders might argue that they hamper economic growth and competitiveness.
Balancing the economic aspects with the need for environmental protection is a complex task
that requires careful consideration and well-thought-out policies.
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To ensure effective implementation and monitoring of these changes, the National Green
Tribunal (NGT) plays a vital role. The NGT is responsible for monitoring and enforcing
compliance with environmental laws and regulations, ensuring that the necessary steps are
being taken to tackle pollution effectively. Through their oversight, they provide a safeguard
to prevent any lapses in addressing environmental concerns.

In conclusion, the global community is increasingly recognizing the detrimental effects of
pollution on our environment. Developing countries, like India, are starting to take decisive
actions by implementing taxes on pollution to discourage harmful practices. This movement
towards environmental conservation has become a global concern, affecting various
industries, particularly the auto industry. Stringent regulations and changes in practices are
becoming imperative, pushing firms to adopt eco-friendly alternatives. While resistance to
these changes may arise, monitoring by the NGT will help ensure the successful
implementation of pollution-reduction measures. (Singh and Devi, 2023)

Role of NGT in regulating green taxes

The National Green Tribunal (NGT) in India is a judicial body with extensive authority over
a wide range of environmental matters, from cases pertaining to ecological preservation to the
implementation of sustainable policies. Its primary objective is to combat and mitigate
pollution by imposing green taxes and ensuring the expeditious resolution of environmental
disputes.

One of the paramount functions of the NGT is to provide respite and adequate compensation
to individuals and communities adversely affected by environmental transgressions. This
includes instances where ecological acts have caused substantial harm to the environment or
have resulted in the deprivation of basic amenities, placing people's health and well-being in
grave jeopardy. By offering recompense, the NGT seeks to alleviate the suffering and
hardships endured by those impacted by such acts.

In addition to its compensatory role, the NGT plays a vital role in enforcing stringent liability
laws to hold responsible parties accountable for the damages caused. Through the imposition
of strict liability, the tribunal establishes that entities engaged in activities that harm the
environment are obligated to provide compensation for the destruction caused. This not only
serves as a deterrent but also fosters a culture of responsibility, encouraging industries and
individuals to adopt environmentally friendly practices and methods of operation.

By functioning as a powerful and independent judicial entity, the NGT serves as a bulwark
for the protection and preservation of India's natural resources. Its jurisdiction extends to
cases involving biodiversity conservation, air and water pollution, waste management, and
the sustainable utilization of forest resources. The tribunal's swift and impartial adjudication
ensures that environmental disputes are resolved efficiently, fostering a climate conducive to
ecological balance and sustainable development.

Through its proactive stance and invigorating approach, the NGT has ushered in a new era of
environmental consciousness in India. By imposing green taxes, expediently resolving cases,
providing relief and compensation, and enforcing strict liability laws, the tribunal stands as a
guardian of the nation's environmental heritage, striving to leave behind a healthier and
greener India for future generations. (Hassani et al., 2021)

© International Journal of Social Impact | ISSN: 2455-670X | 215



An Analysis of the National Green Tribunal's Role in Navigating Green Taxes in the Indian Auto Industry

Green taxes and their impact

Green taxes aim to internalize environmental costs and promote sustainable consumption and
production. They can target pollutants or energy products to incentivize efficiency and reduce
negative impacts on the environment. For example, a tax on petrol not only reduces its use
but also encourages the adoption of fuel-efficient technology and promotes sustainable
transportation options such as electric vehicles or public transportation systems.

Simulation is an essential tool to assess the macroeconomic, sectoral, and environmental
effects of carbon and energy taxes. Through detailed modeling and analysis, simulations can
provide valuable insights into the potential outcomes and trade-offs of implementing such
taxes. By understanding these effects, policymakers can make informed decisions that
balance the environmental and economic priorities of their jurisdictions.

There are various types of green taxes that can be implemented, depending on the specific
goals of the country or region. These include product or material taxes, where taxes are levied
based on the environmental impact of a specific product or material. This approach
encourages producers to innovate and develop more sustainable alternatives.

Tax differentiation is another strategy wherein different tax rates are applied based on the
level of environmental impact. This approach can incentivize companies to adopt cleaner
technologies and practices, as higher tax rates are imposed on environmentally harmful
activities.

Another effective mechanism is emissions trading, which operates on the principle of market-
based incentives. Under emissions trading systems, companies are allocated a certain number
of emission allowances that they can trade with other businesses. This approach encourages
emissions reductions, as companies that can reduce their emissions more efficiently can sell
their excess allowances to those struggling to meet their targets.

Overall, green taxes play a crucial role in shifting the economy towards sustainability. By
internalizing environmental costs, these taxes incentivize responsible consumption and
production practices, promoting a greener and more sustainable future for all. (Ligterink et
al., 2020)

The environmental impacts of motor vehicles are a concern. The automobile industry
contributes to air pollution and future oil supplies. Manufacturers are shifting towards
efficient vehicles and alternatives. End users need to use eco-friendly vehicles. Green taxes
can help. (Gidarjati & Matsumoto, 2024)

Definition and types of green taxes

Green taxes are a type of taxation imposed on goods and services that have a negative impact
on the environment. The purpose of these taxes is to accurately account for the expenses
associated with the harm caused by these products. To achieve this, taxes can be levied to
match the external costs incurred. For instance, in the automobile industry, vehicles with high
emissions can be subject to higher taxes, thus creating an incentive for the reduction of
pollution. Green taxes can take two forms: specific taxes, which are applied based on factors
such as emission levels (as exemplified by the UK road tax on new vehicles), or ad valorem
taxes, which are determined by the value of the vehicle. In addition to these taxes, there are
also measures in place to tax externalities. For example, the United Kingdom imposes a
higher tax on diesel fuel in order to address the negative externalities associated with its use.
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Lastly, there are systems designed to regulate pollution through permit systems. An example
of such a system is the tradeable permits for carbon emissions within the European Union.
These permits enable entities to emit a certain amount of carbon dioxide, with the option to
trade or sell excess permits to other companies. Overall, the implementation of green taxes
and permit systems offers an effective means of addressing environmental concerns and
promoting sustainable practices. (Pal, 2020)

Economic and environmental implications of green taxes

Pigou proposed that a tax equal to the external cost of production could align private and
social costs, leading to market efficiency. This was applied in the case of petrol and diesel
cars. The British government implemented a fuel duty in 1993 to decrease pollution and
promote greener vehicles. The tax encouraged car manufacturers and consumers to switch to
cleaner or alternative fuel vehicles. This resulted in a significant reduction in fuel
consumption and carbon emissions. Simulations showed that gradually increasing taxation on
alternative fuel could equalize costs with petrol vehicles. (Putra et al.2021)

An externality is the costs or benefits of an activity experienced by third-party individuals,
meaning people who are not directly involved in the activity. These external effects can be
positive or negative and can have a significant impact on the overall functioning of markets.
When externalities are present, the market fails to allocate resources efficiently and may lead
to the wrong consumption decisions.

To address the negative consequences of externalities, policymakers have introduced various
measures, one of which is the implementation of green taxes. These taxes are specifically
designed to discourage activities that generate harmful externalities, such as pollution or
resource depletion, by making them more expensive. The idea behind green taxes is to
internalize the external costs, ensuring that the activities responsible for them bear the full
financial burden.

However, the effectiveness of green taxes in mitigating the negative effects of externalities is
still uncertain in economic models. While the concept seems promising and intuitively
logical, accurately predicting the real-world impact of these taxes is a complex task.
Economic models often involve various assumptions and simplifications, which might not
fully capture the intricacies and dynamics of the real economy.

Nonetheless, despite the uncertainty surrounding their impact, green taxes remain a
significant tool in the fight against externalities and market failures. By encouraging more
sustainable practices and discouraging harmful ones, they attempt to steer economic activity
towards a more environmentally and socially responsible path. As policymakers continue to
refine these measures and researchers delve deeper into their effects, a clearer understanding
of their true potential can be gained.

In conclusion, externalities pose challenges and risks to the efficient functioning of markets
and the overall well-being of society. Green taxes represent a policy approach aimed at
curbing the negative consequences of externalities, even though their precise impact is still
uncertain in economic models. Nevertheless, they serve as a crucial tool in promoting
sustainable practices and striving towards a more balanced and responsible economy. (Shah
et al.2021)
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Case studies on the effectiveness of green taxes in the automobile industry

In 1989, Greece reported a failure regarding the implementation of an annual circulation tax.
The government initially imposed variable rates based on car fuel efficiency, but in 1993,
they reduced the tax for fuel-efficient vehicles while increasing it for those consuming more
fuel. This led to a shift in demand towards larger, less fuel-efficient cars and a decline in the
market for smaller, fuel-efficient vehicles. The policy failed to achieve its objectives and was
inconsistent with the overall tax reform plan. Case studies worldwide show the success of
green taxes, like the Netherlands' taxes on cars. Higher taxes on high-value cars led to a
decrease in demand and a rise in lead-free petrol cars. The tax was revised in 1996 to target
diesel engine cars, reducing their demand and using the tax revenue to lower excise duty.
This had a neutral effect on the Dutch economy. (Tan et al., 2022)

NGT's initiatives and policies

The National Green Tribunal (NGT) has implemented green taxes and regulations to combat
pollution caused by the automobile industry. It has issued restrictions on vehicle
manufacturers and individuals, banned diesel cars over 10 years old, and placed restrictions
on vehicles over 15 years old. The NGT has also collaborated with car manufacturers to
promote sustainable practices and better fuel and engine technologies. By enforcing green tax
regulations, the NGT aims to reduce pollution from vehicles and encourage the purchase of
cleaner cars. Overall, the NGT's initiatives are key in reducing air pollution and promoting a
greener future in India. (Wang et al., 2022)

Implementation of green taxes by NGT

Although this tax was passed in 2010, it is yet to be implemented due to a notice issued by
the Supreme Court of India. The notice questioned why the issue of climate change and
global warming was being addressed in a forest clearance appeal. NGT withdrew the orders
and the conversation is ongoing. The tax could benefit the automobile industry by promoting
the development and adoption of green technologies to reduce tax incidence. (Singh et
al.2023)

Economic incentives drive industry compliance with environmental regulations. The Indian
automobile industry is influenced by taxes, such as green taxes, which discourage harmful
practices and promote greener alternatives. The National Green Tribunal Act establishes a
carbon tax on petrol and diesels, with revenue allocated to a green fund for climate change
mitigation and clean technology research. (Nazir2023)

Collaboration with automobile manufacturers for sustainable practices

NGT recognizes reducing emissions by promoting cleaner fuels and technologies. The
proposed Auto Fuel Policy aims to implement stricter standards by 2010 and nationwide by
2020. These standards will result in emission reductions and discourage dieselization.
Incentives to purchase hybrid vehicles aim to stimulate demand. This aligns with the National
Electric Mobility Mission Plan 2020 and can lead to technology exportation. (Shah et
al.2021)

Monitoring and enforcement of green tax regulations

NGT is an effective regulatory authority but green taxes have been poorly enforced in the
past due to inadequate monitoring and misuse of funds. NGT emphasizes that industries using
clean fuels or taking environmentally friendly measures should be eligible for benefits or
incentives. However, proper monitoring of fuel consumption and measures taken by
industries is necessary for implementing such schemes. Any diversions would attract
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penalties based on the environmental impact. NGT has already implemented measures, such
as banning 15-year-old vehicles in Delhi NCR, to combat air pollution. All policies regarding
age limits, penalties, and rollback plans for older vehicles must be monitored for effective
results. (Kumar, 2023)

Challenges and prospects for future growth and development

Apart from these, other indications of the apex court on greener taxes include the ban on
diesel cars and old taxis, which could improve air quality. These measures push the
automobile industry to sell vehicles with cleaner emissions and hybrid technology. NGT aims
to reduce vehicular pollution and promote a cleaner environment in the Indian auto industry.
(Ruggieri et al., 2021)

NGT introduced greener taxes on the Indian auto industry. The PUC cess for new vehicles
was proposed by NGT but implemented by the government. Supreme Court banned big cars
and SUVs in Delhi/NCR region with engine capacity of 2000cc and above, temporarily lifted
in Aug 2016. The ban is expected to remain until 2018 and may be extended. (Logan et
al.2020)

Obstacles faced in implementing green taxes in the industry

The challenges in implementing green taxes in India's automobile industry include a lack of
standardization, low domestic demand for green products, and absence of supportive policies.
Lack of standardization and global criteria for defining green products hampers
implementation, while conflicting interests among auto industry players further complicate
matters. The lack of clear criteria has confused, and lax regulation on smaller cars may lead
to increased pollution. Taxation on larger cars could push manufacturers to shift the small car
segment boundary, resulting in higher taxes for both segments. Low domestic demand for
green products is due to a preference for used cars, which are not impacted by new car taxes.
The used car market lacks environmental regulation. The absence of policies supporting
green products worsens the impact of higher taxes. (Pearson and Watson2023)

Potential solutions to overcome challenges

Emissions from vehicles contribute significantly to pollution. Old vehicles emit higher levels
of pollution due to outdated technology and substandard fuel. Implementing a program to
replace older, polluting vehicles is necessary. A baseline study will determine the age and
pollution levels of the current vehicle fleet. The program will focus on compliance with fuel
policies, ensuring cleaner fuels align with new technology, and manufacturing only fuel-
efficient, low-emission vehicles. (Martins & Brito, 2020)

Future outlook for NGT's role in promoting sustainable practices in the Indian automobile
industry

India’s automobile industry has been slow to adopt sustainable practices. Cheap small cars
with low fuel efficiency and a reliance on public vehicles contradict the ideals of the National
Green Tribunal (NGT), which aims to reduce pollution and promote public transportation.
The industry prioritizes consumer demand over environmental concerns, making it difficult
for the NGT to implement effective green taxes. The current crisis of increasing pollution and
unregulated industrial development poses a threat to the environment and public health.
However, if the NGT can pressure the government to enforce pollution regulations, the
industry could gradually shift towards more sustainable practices. With increased demand for
sustainable products, green taxes could become more effective and encourage research and
development of environmentally friendly vehicles.
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