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ABSTRACT

In theory, the pigouvian tax (the primary incentive policy option
advocated by many economists) is so difficult to implement that the use
of a two-part instrument can provide an efficient means of reducing
outputs and encouraging input substitution. In view of this, Taiwan
established the Recycling Management Fund (RMF) system in 1998,
imposing treatment and recycling fees on product items, and using the
revenue from these fees to subsidize consumers, collectors and treatment
firms, in order to ensure that all items are recycled.

This paper draws on the results of empirical and theoretical studies
to show the effects of two-part instruments, particularly the economic
incentive and environmental effects, and this paper establishes an eco-
nomic model to systematically analyze the behaviors of producers and
recycling firms. Finally, the paper shows the direction of future studies
which may focus on the development of an incentive scheme for firms to
innovate effective environmental technologies.
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