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Efficient Allocation of Pollution Based on Total Emission Control

Wu Changlin"Liu Changchen®

(1. School of Humanities and Social Sciences, East China Jiaotong University, Nanchang 330013, China;
2. School of Economics, South—central University for Nationalities, Wuhan 430073, China)

Abstract: A mechanism to implement the efficient allocation of pollution was designed in this paper, and it
shows that even the payoff information of the factories is private, the factories would tell the truth about their
payoff information only if they are rational, by which the efficient allocation of pollution is realized. To play its
role the mechanism does not need a game environment—complete rationality of factories is common knowledge,
which means the mechanism is of great practicality. The research results show that as long as the factories are
rational and the allocators of pollution are allowed to charge the factories, we can implement the efficient allo-
cation of pollution by mechanism design.

Key words: efficient allocation of pollution; total emission control; mechanism design; dominant strategy



