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Abstract. This article examines the role of fiscal incentives in promoting the development
and competitiveness of green services within the modern economy. It analyzes how taxation
policies, such as tax credits and exemptions, encourage sustainable business practices, innovation,
and investment in environmentally friendly services. The study highlights international
experiences and evaluates the economic and environmental impacts of green fiscal measures. It
concludes that effective and well-designed tax incentives are essential for supporting sustainable
growth and strengthening the service sector.
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INTRODUCTION

In the context of accelerating globalization and the growing urgency of environmental
challenges, the transition toward a green economy has become a central priority for both developed
and developing countries. Climate change, resource depletion, and environmental degradation are
compelling governments to reconsider traditional economic models and adopt more sustainable
approaches to growth. Within this framework, the service sector-recognized as one of the most
dynamic and value-generating components of modern economies-plays a crucial role in promoting
environmentally responsible practices and supporting sustainable development.

Fiscal policy instruments, particularly taxation, have emerged as effective tools for
influencing economic behavior and encouraging environmentally friendly activities. Fiscal
incentives for green services, such as tax reductions, exemptions, and credits, can stimulate
investment in sustainable technologies, enhance energy efficiency, and reduce the ecological

footprint of service-based industries. By aligning economic interests with environmental
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objectives, these incentives contribute not only to ecological preservation but also to the
competitiveness and innovation capacity of the service sector.

Moreover, the integration of green fiscal measures into national economic strategies fosters
a favorable business environment, attracts environmentally conscious investments, and supports
the transition to low-carbon economies. However, the design and implementation of such
incentives require careful consideration to ensure their effectiveness, efficiency, and alignment
with broader economic goals. In this regard, analyzing the role of fiscal incentives in enhancing
the competitiveness of green services becomes a significant area of academic and practical inquiry.

LITERATURE REVIEW

Recent scholarly research has increasingly emphasized the role of fiscal incentives as
effective instruments for promoting green transformation within the service sector. Contemporary
studies in environmental economics highlight that taxation policies, particularly eco-taxes and
targeted tax reliefs, can significantly influence business behavior by internalizing environmental
costs and encouraging sustainable practices®. In this regard, green fiscal reforms are considered
essential for aligning market mechanisms with environmental objectives. A number of modern
researchers have focused on the relationship between fiscal policy and competitiveness. For
instance, Porter and van der Linde’s updated interpretations within recent sustainability discourse
suggest that properly designed environmental regulations and tax incentives can stimulate
innovation and enhance firm-level competitiveness rather than hinder it?. Empirical studies
conducted by the World Bank demonstrate that tax incentives for energy-efficient services and
digital green solutions contribute to increased productivity and long-term economic resilience®.

Furthermore, recent literature pays particular attention to the service sector as a driver of
green growth. According to UNEP, green services, including eco-tourism, sustainable finance, and
low-carbon digital services, benefit substantially from fiscal support mechanisms, especially in
emerging economies®. Similarly, academic analyses by Zhang et al. indicate that tax credits and
subsidies can accelerate the adoption of environmentally friendly technologies within service
industries, thereby improving their global competitiveness®. At the same time, some scholars

underline potential challenges in implementing fiscal incentives. Studies by the IMF and
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subsequent updates stress that poorly targeted tax benefits may lead to inefficiencies, fiscal
burdens, or limited environmental impact if not supported by strong institutional frameworks®.
Therefore, modern research increasingly calls for balanced, transparent, and performance-based
fiscal policies to ensure both economic and environmental effectiveness.

METHODOLOGY

This study uses a qualitative and comparative research approach based on the analysis of
recent scientific literature and international policy reports on green taxation. It applies content
analysis to identify key trends and evaluates the impact of fiscal incentives on the competitiveness
of the green service sector through a descriptive-analytical method.

RESULTS AND DISCUSSION

Fiscal incentives play a crucial role in shaping the development of green services by
influencing the economic behavior of firms and investors. In modern economic systems, taxation
is not only a source of public revenue but also a strategic policy instrument used to achieve
environmental and sustainability goals. Green tax incentives, such as tax credits, exemptions,
reduced rates, and accelerated depreciation, encourage service providers to adopt environmentally
friendly technologies and practices, thereby reducing their ecological footprint. These measures
are particularly important in sectors such as tourism, transport, finance, and digital services, where
sustainability is increasingly becoming a competitive advantage.

One of the key mechanisms through which fiscal incentives enhance competitiveness is by
reducing operational costs for businesses that invest in green technologies. For example, in many
EU countries, companies providing energy-efficient building services benefit from reduced VAT
rates and tax deductions for installing renewable energy systems. Similarly, in the United States,
service companies investing in solar energy or energy-efficient equipment can receive federal tax
credits, which significantly lower initial investment costs. As a result, such firms are able to offer
more competitive prices while maintaining environmentally responsible operations. In the tourism
sector, fiscal incentives have proven particularly effective in promoting green services. For
instance, eco-friendly hotels in countries like Germany and Sweden receive tax reductions or
subsidies for implementing energy-saving technologies, waste management systems, and water
conservation practices. These incentives not only reduce operating costs but also enhance the
international attractiveness of these destinations, as environmentally conscious tourists

increasingly prefer sustainable accommodation options. Likewise, in developing countries, tax
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holidays and reduced corporate taxes are often granted to eco-tourism projects to stimulate
investment and regional development.

The transport and logistics sector also provides notable examples. Governments in
countries such as Norway and the Netherlands offer tax exemptions and financial incentives for
companies that use electric vehicles or low-emission transport services. This has led to a rapid
increase in green logistics services, improving both environmental outcomes and the
competitiveness of companies adopting such practices. In addition, digital services that reduce
paper use and carbon emissions, such as cloud computing and online platforms often benefit from
supportive tax policies aimed at fostering innovation and sustainability. Furthermore, fiscal
incentives contribute to the expansion of green finance services. For example, several countries
provide tax benefits for investments in green bonds and sustainable financial instruments,
encouraging financial institutions to support environmentally friendly projects. This not only
strengthens the financial sector but also facilitates the flow of capital green initiatives across
various industries.

At the same time, the effectiveness of fiscal incentives depends on their design and
implementation. Poorly targeted or excessively generous tax benefits may lead to market
distortions, reduced fiscal revenues, or limited environmental impact. Therefore, modern
approaches emphasize performance-based incentives, transparency, and alignment with broader
environmental policies. Successful cases, such as carbon tax schemes combined with tax relief for
green services in Scandinavian countries, demonstrate that a balanced policy mix can achieve both
economic and environmental objectives. In addition, fiscal incentives have a broader
macroeconomic impact by promoting sustainable economic growth and improving the overall
business environment. The integration of green taxation into national development strategies not
only enhances environmental outcomes but also strengthens economic resilience and long-term
competitiveness. Consequently, fiscal policy becomes a key driver in balancing economic
development with environmental sustainability in the service sector.

CONCLUSION

In conclusion, fiscal incentives play a significant role in promoting the development and
competitiveness of green services by encouraging sustainable business practices and reducing
operational costs. Properly designed tax policies stimulate innovation, attract investment, and
support the transition toward a low-carbon economy. At the same time, their effectiveness depends
on transparent implementation and alignment with broader environmental strategies. Therefore,
strengthening green fiscal frameworks is essential for ensuring both economic growth and

environmental sustainability in the service sector.
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