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This study takes the structural estimation approach in industrial

organization to conduct an economic evaluation of market-based environmental policies. Specifically,
I develop an economic evaluation framework that takes into account dynamic behavior in emissions
trading schemes and transaction costs in emissions markets, and conducted a policy evaluation of the
sulfur dioxide trading program in the US. The results show that an environmental tax with a
constant tax rate throughout the period as an alternative policy to emissions trading can be
simulated to achieve almost the same level of total production costs as the ideal situation of an
emissions trading system with no transaction costs. Relatedly, we conduct an empirical analysis of
energy-enhanced productivity in the manufacturing sector.
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