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Green car tax plan hits problems
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a The European Commission wants to scrap
registration taxes and replace them with a
restructured registration and circulation tax
linked to how much a car pollutes.
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m Introduction:
why policy?

Environmental regulatory framework
what policy?

m Market based environmental policies
How policy works?
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Why Policy?
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Market Failure

What it is?Price distortion

‘Why failure

-Externality
-Property,no price,no market==public goods

-Information  bias
‘monopoly

Government intervention are needed
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Optlmal Level of Pollution

g PL15 4L 7K

Marginal
Costs and .MB MC
Benefits

Co. MC=MB

Po
Level of Pollution Coni
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The Importance of Prices
A% 1) B

m Price ensures allocative efficiency where the price
reflects:

A& IR B R, A R A% D AE Sk
othe private (production)costs eg to industry

AN (FEF2) A, T AR 72 Rl 4
0 resource depletion costs
0 environmental costs -externalities

IS A=A AR 1
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Why Prices Fail to Reflect Total Cost\"\‘e-’\’"‘
A& AR A T IR il A

mSome externalities are difficult to quantify and monetarise (eg
acid deposition on biodiversity)
%ﬂ%&l\%ﬁ'm&uﬁiﬁﬁmﬁ Ak (i B T BT AR ) 22 1 1 52
] )

External costs (eg health)not reflected in prices of eg
electricity

AP ER A A (Ui B ) WA SCRAE = i A& o, Wi

m Government policies may favour subsidies on energy prices
(eg in China coal prices liberalised but energy services still
controlled
UGG 1) - 5%F RE YR a2 AT O i A G (B an s RUE A O 1 ORER
g, HABEIE R 55 15 52 2% il
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Institutional failure

Bl Policy failure
mGovernment (management)failure



Policy Failure
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What policy?
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Policy Options
BURIGFE

mRequire resource users to internalise costs
through:

IS LT i A5 Bl A SE A MRS A N EAL -

investment in pollution control by regulation;

iU R ISR SRR il Eiaiy

removal of subsidies,particularly on energy

prices;

HCTE AN, 2T BRI A RN

[Juse of charges (economic instruments)to
reflect external costs

K IS 5% (4257 T B0 SR I A1 B8 A
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Criteria for policy assessmen

m effectiveness: 5 bR AR R B
0 environmental goals themselves must be achievable
[1the instrument must be capable of being implemented

o policy instruments is targeted on the appropriate group of
actor

o polluters must be able to respond to policy instruments

' efficiency.- 55— 14 PR 5E R H#H
o the costs of achieving environmental goals precisely equal
the benefits of achieving them.The notion is illustrated in
the traditional ‘optimum pollution diagram',where at point
Qo and Po marginal benefits and marginal costs are
equalised
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WG HE MR (2 - H A BUR)
[ 1 Command and control
W T T 3 B 2 5 R TR
0 Market based instruments (MBls),economic
Incentives or economic instruments

_REPSRLRAE S
| Voluntary approach
[ 1 Self-regulation approach

W A 2 ] 1l TR O
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Direct vs.Indirect

m Direct =requires regulator to monitor emissions
m Indirect =does not require regulator to monitor

m Formal vs.Informal

m Formal =state is principal actor

m Informal =private sector is a principal actor or
partner
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m Environmental Governance
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