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The effect of vehicle tax reduction for vehicles
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In Japan, the transport policy for CO2 reduction focuses on emissions from
motor vehicles. So the ministry of transport reduces taxes for eco-car possession. Consequently,
vehicles in the automotive market with high environmental performance have reduced the total
emission from vehicles.
This research paper has analyzed the effects of vehicle tax reduction and subsidies. First the
effect of subsidies is not found explicitly in the length of car use, and the rise in price of
gasoline has no effect for the consumer’ s vehicle choice.

Some local governments offer a subsidy for residents who buy eco-cars and this is statistically
effective. But in areas with heavy snowfall, high level eco-cars are not so often chosen by the
consumers. In these areas economic instruments like tax control are not so effective.
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