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This research analyzed two topics. The first one was to identify what rate was
optimal for household®s recycling rate. In this analysis, we succeeded in deriving the cost of household
to sort their waste by the function of unit price of waste discharge. This enables us to calculate the
social cost of recycling. Simulating the recycling rate which minimized this social cost, we found the
optimal recycling rate is far smaller than 100%.

The second one was to identify if an_excess capacity of incinerators "competed" against recycling
activity. Through theoretical analysis, we found that, depending upon the elasticity of demand, the
subsidy to build incinerators, which have seen a lot in Japan, could worse off the economic welfare. Our
empirical result supported that the more there is incinerator™s capacity in a local authority, the less
the recycling rate is.
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