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ABSTRACT

Under the total emission control regulation, this theoretical research
compares the effects of emission tax, output tax, the pollution abatement
level subsidy, and the pollution abatement cost subsidy. First, with
respect to output and pollution abatement effects, subsidies are the best,
the emission tax is second, and the output tax is the worst. The
rankings in output and pollution abatement effects of these two subsidies
depend on the firm’s marginal cost, pollution abatement technology, the
initial output emission, the targeted total emission, etc. Second, with
respect to welfare effects, the emission tax is always better than the
output tax. The rankings in welfare effects of these four policy instru-
ments also depend on the firm’s marginal cost, pollution abatement
technology, the initial output emission, the targeted total emission, etc.
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