Better Air Quality in Asian and Pacific Rim Cities (BAQ 2002)
16 Dec 2002 — 18 Dec 2002, Hong Kong Convention and Exhibition Centre (HKCEC)

Urban Air Quality Management:
Applications of Market-based Instruments
BHETTEEE :

LT BR A 5 BT RS

A
Jian Xie
The World Bank

Better Air Quality in Asian and Pacific
Rim Cities
December 2002

Urban air pollution is a widespread
problem in the region. In China alone,
it was estimated that air pollution””““"m-
caused about 180,00 pre-mature deaths
each year in major Chinese cities. The

loss is equivalent to 5% GDP.
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The Causes of Air Pollution
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» Multi—-sectoral, involving energy,
transport, urban planning,
environment, and other sectors
» Complex, related to development
level, technology, regulatory
framework, institutional setting,
enforcement capability, and public
awareness

Integrated Urban AQM Framework
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Why Policy? Market Failure
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Market failure — the free market does not lead to optimal
allocation of resources and produce optimal welfare. 11737
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Main causes 7372 R ) 3 2R A
A Externalities (pollution) #& &4

A Lack of ownership =B, JETiT
A Insufficient information 12 E A% FR
A Monopoly ZE

Therefore, policy interventions are necessary
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Policy Failure &4« =
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Many government policies that aim to correct market
failure and increase welfare, however, may lead to a
net loss BURHIMAE FAN 243 2] LA 15 AR R
AL

Forms of policy failure EfATE A -

« Fail to intervene while necessary 1% & % &
« Unnecessary intervention 7~ i [ HEF

« Wrong intervention %5 I i’

« Incomplete intervention % &4 )
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Main causes of policy failure
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Poor understanding of problems
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Driven by non-economic or other interests
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Unforeseen, unprepared or under-estimated factors
ARTRILE  ToHE S B AR AS B 2%

Bad timing or out of date
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Complex interactions of various policies
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Examples of Environmental Impacts of Sectoral

Policies ¥ | J B3 B 34 55 52 1

Industrial composition and location Mk 45 k) fil i
JRBUR

Energy pricing and clean fuels REJFA/M 4%

Public transit, transport planning and traffic
management /A FEAZ I, 18 BRI AR 18 A B
Road pricing, license fee, gasoline tax, parking
fee ZE0r. MEHERR. VAN (2T,
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Classification of Env Policy Instruments
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« Command & control measures (CAC) vs.
market-based instruments (MBI) 17 Ez iy 5 -4
R4

« Direct vs. indirect [ELf7-[f] 4%

« VVoluntary vs. involuntary H J&-i%

» Classification of World Bank’s publication
“Five Years After Rio” 47 B 2 J5 14" —
FohrysE HEAARAT, 1997)

Command & Control vs. Market Based
FTBAT NS L2555 )

* C&C = directly decide pollution emissions and
control efforts; e.g., emissions permits and
standards
{TBU G = [EERE TS A, AR iR e AR v

» Market-based instruments = provide financial
incentives of pollution control through price
adjustments; e.g., taxes, fees, and tradable permits
L8P WIR = ISR ¥ e IR AU L
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Advantage of Market-based
Instruments 28558/ 9 0L £

Cost effective 77 & AL 4
Encouraging technologic innovations BE{EHEHE A HE
b1l
Flexible & 'k 5m
Why CAC popular? 178 & FEERAT
HIJR R
Political economics BXiG &2 N %
Direct and immediate results A&7~ 15 %45 3
Low monitoring costs sometimes — 517 By 45 B
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Classification of “Five Years After Rio”’
“ BH g HE HI55
R

Using Creating | Command public
market market & control |participation
AT BT ITBUr 2 A2
Subsidy Property | Standard | Information
Env tax rights Ban disclosure

Fee Decentrali-| Permit Public
Deposit- zation Quota |Participation
refund Emission
trading

World Bank, 1997, Five Years After Rio: Innovations in Environmental Policy

R “BAFRE. FFEBERKAIH” HART 1997, FEAEMEDRRAE, 1998
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Policy Analysis — Case One
INRATFBUR T - 6171
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SO2 marginal abatement cost i1 54 B pliAs

e Permits

* Emission
trading

e Pollution
tax/fee

Price/
fee
Mg/
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Policy Analysis — Case Two

Env tax fﬁiﬁ%—
Subsidy M5

External env loss
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Criteria of policy-making
VG RS AtV i T3

Effectiveness/efficiency $ jith 1 % F 30 R IR
Regulatory framework, institutional setting and
implementation capacity AR . MR E X
AT RE

Interactions of policies B 5k 2 8] i AH B 1€
Income distribution and social impacts Xt ft<F0
W53 BC ) 5%

Eggic awareness and participation A A E iR F

Applications of Env Policies
B F-E P 6

Emissions permits FfBC4 AJ iE

Environmental taxes, e.g., sulfur tax in Sweden and
ODS tax in U.S. ¥#&iHt, ikt (Fit) HODS
Bl (SEED

Pollution levy in China HEv5 i 2% CHED

Emissions trading, e.g., SO2 trading in U.S. #:54Y
A5, GnSO2HIBMAL 5y (S D
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Applications of Env Policies (Cont.)
HETFEIHHIFEG (46

Auction of ODS use permits in Singapore
VFAIIEAS 5y, 4nODSVFRIEHISE GRrindg)
User fee, e.g., road pricing in Singapore

%%, i PO X AT A G indio

Payments for env services in Costa Rica
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Environmental labeling and information disclosure
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