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BRIEF INTRODUCTION 

 

The mankind should live in harmony with the nature, bring up healthy children and 

leave it in the inheritance not cut down woods and the ecosystems polluted by toxic 

substances, but clean earth, water and air.  

Last years on all the planet deterioration of condition of environment that is 

connected with accumulation of negative consequences of economic activities is observed. 

This tendency is characteristic not only for industrially developed countries, but also for 

the countries with transitive economy in which, despite some slump in production, 

environment improvements do not occur. The facts of pollution and environmental 

degradation testify that integrated anthropogenic burden has exceeded assimilative 

capacity of territories where industrial and agricultural production is concentrated. It is 

fraught with irreversible changes of ecosystems and irrevocable loss of many properties of 

environment. By estimations of some experts, scales of accumulated consequences are 

that, what even at sharp decrease in volumes of pollution it is not necessary to expect fast 

positive changes.   

The consumer approach to environment, development and placing of manufactures 

without adequate estimation of ecological, economic and social consequences, neglect of 

accumulations of harmful substances in environment threaten the life and well-being of 

the present and the future generations of people. Comprehension of that the socially-

focused economy cannot underestimate environmental problems induces to search for 

ways of overcoming of current situation. 

The importance of the research of a problem of forming of economic stimulus to 

nature protection activity is defined by the above-stated consequences of development of 

industrial society on the basis of technocratic ideas, accompanied by strengthening of 

negative influence on environment. Besides, it is caused by problems of realization of the 

strategy of sustainable development accepted in Belarus. The national plan of action on 

rational use of natural resources and preservation of environment of the Republic of 

Belarus for 2006-2010 provides actions for decision of priorities, among them – perfection 

of economic mechanism of environmental management. 

Provision of economic incentives for decreasing environmental contamination 

should consist in creation of such conditions at which economic agents will be 

economically interested in nature –conservative activity. It is carried out basically by 

means of two methods: a compulsion method (negative stimulation) and an 

encouragement method (positive stimulation). Negative stimulation includes payments for 

emissions/discharges of polluting substances and placing of waste, special taxation on 

production which is let out with application of ecologically dangerous technology, 

penalties for ecological offences, etc. Positive provision of economic incentives includes 

regulation of nature protection activity by means of subsidies, price policy, trade in 

permits for environmental pollution, etc. 
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The economic instrument of environmental policy – permit market for 

environmental pollution – is capable to generate stimulus to conduct environmentally 

liable economic activities because it gives to economic agents the ability to choose a way 

of achievement of the ecological purpose on the basis of analysis of their costs and 

potential benefits
1
. The result of this market rationalization is essential economy of costs 

(under achieving of the same ecological target in comparison with other environmental 

policy instruments) which can reach from 25 to 80 % as compared to initial level of costs. 

In the dissertation the circle of problems connected with creation and provision of 

effective functioning of the tradable permit system for environmental pollution is 

investigated. Interest of the author to this environmental policy instrument is caused by 

that circumstance that for today it is successfully used in practice of environmental 

regulation of developed countries. Besides, Belarus as the member country of Kyoto 

protocol and majority of other international conventions on preservation of environment 

needs working out rules and operating conditions of such the market, studying the 

efficiency of its interaction with other measures of environmental regulation and 

approbation across the national scale. 

The importance of the topic of the dissertation is defined also by novelty of a 

problematic of provision of economic incentives of nature protection activity by means of 

trade in permits for environmental pollution. In industrially developed countries this 

environmental policy instrument is investigated for a long time, and certain practical 

experience of its use is already stored. However there are still the questions requiring 

additional studying. In domestic economic science the given problematic basically is a 

little studied and almost undeveloped.  

Methodological and theoretical base of the research is made by ideas of neoclassical 

and neoinstitutional economic theory. 

 

WORK GENERAL CHARACTERISTICS 

 

Connection of the dissertation with large scientific programs (projects) and 

themes. The dissertation corresponds to the Program of social and economic development 

of the Republic of Belarus for 2006–2010 (section 5 «Increase of efficiency and 

competitiveness of the industrial complex of the country. Energy efficiency and resource-

saving»); to priority directions of fundamental and applied scientific researches in the 

Republic of Belarus for 2006–2010 (section 8 «Ecological safety, preservation of 

environment, minerals and bowels of Belarus, effective utilization and renewal of natural 

resources, prevention and liquidation of consequences of emergency situations»); to the 

National plan of action on rational use of natural resources and preservation of 
                                                             

1
 Some scientists consider trade in permits for environmental pollution as purely market decision of nature 

protection problems, others – as quasimarket or based on the centralized planning system. The permit market for 

environmental pollution is the compound object including a number of mechanisms, both market and administrative-

and-control. As each of them carries out its function, and to choose the first best is impossible, it is necessary to 

combine them for providing of ecologic and economic efficiency of the decision of nature protection problems. 
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environment for 2006–2010 (sections «Atmospheric air. Ozone layer and climate», 

«Water resources», «Economic mechanism of ecological management and preservation of 

environment»); to the National program of measures on softening of consequences of 

climate change for 2008–2012. 

Conclusions of dissertational research are used in the report of the United Nations 

Development Program № 00052105 (2006–2009) «Capacity building for implementation 

of flexible mechanisms of Kyoto protocol in Belarus», carried out together with the 

Ministry of Natural Resources and Environmental Protection of the Republic of Belarus; 

in the research work № 20051906 (2005–2008) «Institutional conditions and the form of 

transition of national economy to innovative and intensive strategy of development», 

carried out by chair of theoretical and institutional economics of economic faculty of the 

Belarusian State University; in work of the Standing Commission on Problems of 

Chernobyl Catastrophe, Ecology and Nature Management of the House of 

Representatives of the National Assembly of the Republic of Belarus during work on bills 

concerning the environmental protection and rational use of natural resources, protection 

of atmospheric air, liability for infringement of the nature protection legislation; in 

educational process of Economic faculty of the Belarusian State University (disciplines 

«Environmental Economics», «Economic Instruments of Environmental Policy»). 

Objective and goals of the research. The research objective is to reveal the 

economic matter and peculiarities of development of the permit market for environmental 

pollution, to recognize key ways of increasing of efficiency of its functioning and on this 

basis to suggest the project of the national permit market for environmental pollution. 

For objective achievement following tasks are defined: 

  analysis of the economic approach to stimulation of nature protection activity in 

the context of neoinstitutional theory, namely economics of law; 

  revealing of necessary conditions of effective functioning of the permit market for 

environmental pollution and its advantages; 

  revealing of possible problems and restrictions of effective functioning of trade in 

permits for environmental pollution (inefficient elements); 

  analysis of efficiency of combination of trade in permits for environmental 

pollution with other environmental policy instruments (administrative-and-control 

regulation, environmental tax and subsidies) for updating of inefficient elements and 

improvement of functioning of the market; 

  analysis of the current environmental charge/tax system in Belarus; 

  designation of infrastructure of the national permit market for environmental 

pollution; 

  designing of the permit market for environmental pollution in the Republic of 

Belarus; 

  drawing up of recommendations and a plan of actions for persons, making nature 

protection decisions in the Republic of Belarus, on creation of the national permit market 

for environmental pollution. 
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Object of research is provision of economic incentives for nature protection activity. 

The subject matter is the economic instrument of environmental policy – permit market 

for environmental pollution. 

Thesis put to defense: 

1. Necessary conditions and possible problems and restrictions of effective 

functioning of the permit market for environmental pollution are revealed. 

The market mechanism allows minimizing aggregate abatement costs of the 

enterprises-emitters by redistribution of permits to pollution between them as accurately 

specified rights for the use of assimilative potential of environment. As consequence, less 

expensive, than administrative-and-control regulation, transition to more strict ecological 

standards without obstacle to economic growth is provided, ecological innovations are 

stimulated. A number of possible problems and restrictions of effective functioning of the 

permit market for environmental pollution is revealed. In order that trade in permits 

provides incentives to the greatest reduction of emissions of polluting substances by those 

enterprises which can carry out it with lower costs, fulfillment of some conditions is 

necessary that have been revealed by the author. Considered environmental policy 

instrument approaches most of all for the control of unified mixed pollutants (such as 

greenhouse gases) on deciding of problems of global and transboundary pollution. 

2.  Efficiency of combination of trade in permits for environmental pollution with 

command-and-control regulation from the standpoint of initial expenses savings and 

environmental protection at local level is theoretically proved.  

At initial distribution of permits ecological standards provide a basis for issue of 

permits, serve as a guideline at their distribution and provide the economy of initial 

expenses. The use of administrative-and-control regulation is also necessary for 

preservation of environment at local level. Minimization of expenses for reduction of 

volumes of pollution to a certain level is reached by means of the market mechanism, and 

preservation of environment at local level – by means of additional introduction of 

administrative-and-control restrictions on trade. At that aggregate abatement costs of the 

enterprises-emitters increase. However if such restrictions not to implement, the permit 

market on which negative consequences of environmental pollution vary depending on the 

place of emissions, can never be ecologically and economically optimal. 

3.   Efficiency of combination of trade in permits for environmental pollution with 

environmental tax or penalty from the standpoint of minimization of losses of public 

welfare caused by price uncertainty is theoretically proved. 

Combination of the considered environmental policy instruments is advisably in case 

of high uncertainty of aggregate abatement costs of enterprises-participants of the permit 

market. This situation is typical for the countries where trade in permits has never been 

applied, including Belarus. The task of the trade in permits is reduction of the volume of 

emissions, while the task of environmental tax is decreasing uncertainty of a market 

permit price. Efficiency of combination of these environmental policy instruments from 

the standpoint of public welfare is caused by achievement of the ecological purpose 
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without excessive tax burden. The penalty can be the indicator of a maximum permit price 

if it is set with taking into account expenses for monitoring and damage prevention. At the 

same time, if to take into consideration such factors as reasons of infringement of 

environmental requirements, subject to appeal and additional sanctions the penalty cannot 

be considered as an affective indicator of a permit price maxima. 

4. Efficiency of combination of trade in permits for environmental pollution with 

subsidies from the standpoint of providing of steady stimulus to introduction of ecological 

innovations and minimization of expenses for monitoring of emission of polluting 

substances is theoretically proved.  

The most acceptable in respect of distributional effects are subsidies for prevention 

of emission of polluting substances which should be as compensation to enterprises which 

have decreased their emissions below certain base level. It stimulates introduction of 

ecological innovations, promotes economy of expenses and achievement of the ecological 

purpose. It is revealed that the use of subsidies as a supplement to the permit market for 

environmental pollution allows to solve the following tasks: to overcome technological 

and price inefficiency of the market and to provide steady stimulus to ecological 

innovations; to lower expenses for monitoring of emission of polluting substances. 

5.  The project of the permit market for environmental pollution in the Republic of 

Belarus is suggested. 

As one of the major factors that determine efficiency of functioning of the market 

mechanism is the level of transaction costs and their minimization cannot be solved by the 

market participants independently, creation of the appropriate infrastructure, promoting 

among other things decreasing in risks for potential investors, is necessary. The 

components of institutional, administrative and market infrastructure, proposed in 

dissertation, are necessary conditions of decreasing in level of transaction costs and 

formation of the liquid market. Efficiency of functioning of the market mechanism will 

also depend on design of base parameters of the permit market including: the ecological 

policy target; adjustable polluting substances; total restriction on emission of polluting 

substances; sectoral coverage; duration of the basic and compliance periods; method 

(gratis or through an auction) and approach (branch or regional) allocation of permits; 

rules of the use and trade in permits; ecological characteristics of territories; monitoring 

system; system of account of emission of adjustable polluting substances, tradable permits 

and transactions; system of control and sanctions for non-compliance; price restrictions. 

Inclusion in the system of measures of administrative-and-control regulation, ecological 

taxation and subsidizing is necessary as allows overcoming some aspects of market 

inefficiency. 

Personal contribution. Dissertational work is independent scientific research. The 

positions put to defense are personal workings out of the applicant.  

Approbation of the results of the dissertation. Dissertation thesis were reported at 

various international scientific conferences including: Human potential for modernization 

of Russia (The strategy of leading development – 2006) (Moscow, Russia, 2006); 
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Lomonosov (Moscow, Russia, 2006, 2007, 2009); Environmental economics for 

sustainable development: theory and practice (Minsk, Belarus, 2006); Financial 

instruments of regulation of regions’ economies (Makhachkala, Russia, 2006, 2007); 

Time to think (Ilmenau, Germany, 2007); Youth in science – 2007 (Minsk, Belarus, 

2007); Regional ecological problems: ways of solution (Novopolotsk, Belarus, 2007); 

Problems of theory and practice of forming of Belarusian economic model (Minsk, 

Belarus, 2008); 3th Masherov Readings (Vitebsk, Belarus, 2009); Scientific potential of 

youth – to the Belarusian future (Pinsk, Belarus, 2009); State regulation of the economy 

and increasing the efficiency of economic activity (Minsk, Belarus, 2009); Second 

International Conference on environmental management, engineering, planning and 

economics (Mykonos, Greece, 2009); Economy and business: economic development and 

growth (Burgas, Bulgaria, 2009); Problems of forecasting and state regulation of social 

and economic development (Minsk, Belarus, 2009). 

Publishing of results of the dissertation. Results of the dissertation are published in 

21 works, among which 8 articles in scientific journals according to the point 18 

«Regulations on awarding of scientific degrees and conferment of academic statuses in the 

Republic of Belarus» (7,21 author’s sheets), 13 articles in collections of materials of 

scientific conferences and theses of reports (2,24 author’s sheets). Total size of the 

published works is 9,45 author’s sheets.  

Structure and size of the dissertation. The work consists of introduction, work 

general characteristic, three chapters, conclusion, bibliographic list and appendixes. Total 

size of the dissertation – 171 pages including 5 pictures on 3 pages, 18 appendixes on 37 

pages. The bibliographic list includes 233 names (including 21 published works of the 

applicant) on 21 pages.  

 

THE BASIC CONTENT OF THE DISSERTATION 

 

The first chapter «Provision of economic incentives for nature-conservative 

activity in the context of economics of law as a direction of neoinstitutional economic 

theory» is devoted to critical analysis of the basic economic approaches of realization of 

the right of environmental liability (law and economics of environment)
1
.  

In the first paragraph the contribution of scientific schools in working out of the 

theory of provision of economic incentives of nature-conservative activity is considered. 

The conclusion is drawn that insufficient degree of readiness of theoretical bases of the 

economic mechanism of environmental management is the major condition of domination 

of the administrative approach. As a result government costs on environmental regulation 

raise that in turn leads to increase in costs of functioning of the whole economic system, 

infringement of optimality of distribution of resources of society and uncertainty of 

ecological results. 
                                                             

1
 It is a set of rules by which it is established under what conditions and in what volume the initiator of a negative 

external effect should compensate an appropriate damage to the suffered person. 
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In the second paragraph it is carried out analysis of the economic approach of 

realisation of the right of environmental liability as a method of internalization of the 

ecological externalities including ecological taxation (Pigou approach, hypothesis of «the 

double dividend», approach of Bovenberg–Goulder) and direct market negotiations 

(Coase approach). 

The use of the environmental tax as means of updating of ecological external 

effects can be economically effective, however does not guarantee achievement of desired 

environmental quality because the total result depends on behaviour of firms which cannot 

be predicted in advance. Efficiency of environmental tax will depend not only on the level 

of the tax rate but also in many respects from on what purposes and in what ways tax 

revenues will be distributed. 

Following the Coase approach taken as a principle of idea of trade in permits for 

environmental pollution, the accurate specification of property rights (as a compound 

bunch of competences)
1
 on assimilative potential of environment minimises transaction 

costs and it is the basic action from the standpoint of optimal allocation of environmental 

liability. 

In the third paragraph reasons of origin, principles of functioning, advantages, 

necessary conditions and possible restrictions of effective functioning of the permit market 

for environmental pollution as an environmental policy instrument are revealed. 

The essence of trade in permits for environmental pollution consists in the 

following. An environmental agency determines the ecological purpose but ways of its 

achievement are not regulated. Then individual target indicators in the form of emission 

standards are lead up to adjustable branches of economy and their economic agents 

(enterprises-emitters). Within the permit market this standards are called as quotas (for 

branches) and permits (for separate enterprises) on emission of polluting substances. 

Observance by enterprises of the established standards should provide the environmental 

quality corresponding to regional standards. As enterprises have different levels of 

marginal abatement costs there are conditions for trade in permits between them. 

Participants with low marginal abatement costs aspire to reduce emissions to the greatest 

size for the purpose of sale of these reductions and reception of income. Participants with 

high marginal abatement costs aspire to get permits as much as possible for the purpose of 

abatement costs economy. Reallocation of permits of separate emitters allows lowering 

the greatest volume of emissions at their minimum aggregate abatement costs. Thus, trade 

in permits is an instrument of optimization of nature protection costs and promotes 

achievement of the ecological purpose. 

A number of possible problems and restrictions of effective functioning of the 

permit market for environmental pollution is revealed: necessity of the perfect system of 

ecological monitoring; absence of clear legal interpretation on a number of questions of 

                                                             
1
 General theory of law proceeds from the conception of property as a compound bunch of competences, in which 

connection competences at the very resource may belong to different people. Specification of the property supposes 

assigning to the each competence of the concrete proprietor but not the single and absolute proprietor of the resource. 
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fundamental importance; lack of in-depth study of a question on effects of interaction of 

the tradable permit system with operating administrative regulation, ecological taxation 

and subsidizing; complexity of choice of a method and a model of permits allocation; lack 

of study concerning the order of application of trade in permits for environmental 

pollution in the presence of market power; possibility of formation of areas with extremely 

adverse ecological situation; debating a question on providing time equivalence of permits 

(banking, borrowing); estimation of transaction costs level; estimation of assimilative 

capacity of environment; determination of a base level of emissions; permit price 

uncertainty; lack of in-depth study of a question on influence of trade in permits on 

creation of stimulus to ecological innovations; uncertainty concerning the solving of 

environmental problems; philosophical and ethical problems; problem of coordination of 

interests between stakeholders. 

In order that trade in permits for environmental pollution provides incentives to the 

greatest reduction of emissions by those enterprises which can realize it with lower costs, a 

number of conditions revealed by the author should be hold: scientifically well-founded 

estimation of assimilative capacity of environment and accurate specification of property 

rights to it; presence of ecological standards specified by concentration of prior pollutants 

within certain regions; a great number of participants of the tradable permit system with 

different technological potentialities (and, accordingly, abatement costs); reliable 

monitoring and inevitable sanctions for infringement of the established rules; securing of 

trade in permits for environmental pollution in legislative acts; granting sufficient power to 

the bodies supervising the tradable permit system in case of need to limit number of 

permits as far as elimination uncertainty on a number of ecological questions. 

Advantages of trade in permits for environmental pollution consist in the following: 

at fulfillment of a number of the above-stated conditions achievement of desired 

environmental quality is guaranteed; the environmental agency does not have necessity to 

know levels of abatement costs and technological potentialities of separate enterprises that 

essentially weakens information barriers (unlike Pigou tax); connection with instruments 

of administrative-and-control regulation facilitates introduction of the tradable permits 

system; under inflation the market mechanism will itself adjust a permit price (unlike the 

environmental tax which rate is necessary to correct that requires a long administrative 

procedure); reduction of abatement costs in the course of time is provided (dynamic 

efficiency). 

In the second chapter «Efficiency of combination of trade in permits for 

environmental pollution with other environmental policy instruments» the possibility 

of addition of trade in permits for environmental pollution by measures of administrative-

and-control regulation, environmental tax and subsidies is considered. Combination of 

environmental policy instruments allows overcoming some aspects of market inefficiency. 

In the first paragraph the analysis of efficiency of the use of instruments of 

administrative-and-control regulation, among which emission and technological 

standards are especially extended, is carried out. They can be an effective remedy of 
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achievement of the ecological purpose. However their application is accompanied by high 

costs. Theoretical economic efficiency of implementation of the system of the 

differentiated standards will not be reached in practice in connection with an insoluble 

technical problem of optimization of abatement costs. 

Further efficiency of combination of trade in permits for environmental pollution 

with administrative-and-control regulation is analyzed. The conclusion is drawn that at 

initial distribution of permits emission and technological standards provide a basis for the 

issue of permits, serve as a guideline at their distribution and provide the economy of 

initial expenses. 

In cases when it is necessary to provide preservation of environment at local level, 

administrative regulation is implemented in the form of restrictions on trade in permits for 

pollution. Analysis of costs of such restrictions by means of a hypothetical model of the 

permit market is carried out in the dissertation. In this model abatement costs at free 

functioning of the permit market and abatement costs under administrative restrictions by 

means of emission standard are compared. Graphic analysis and corresponding 

calculations have shown that under administrative restriction optimum allocation of 

abatement costs is possible but with higher aggregate costs of all emitters. Thus it is not 

excluded that benefits of implementation of administrative-and-control regulation for 

environmental protection will exceed and, thereby, will justify high costs. Complexity is 

that the environmental agency should possess the full information on marginal abatement 

costs and marginal damage of enterprises belonging to the system. As it is difficult to 

reach it in practice optimum allocation of abatement costs between enterprises is reached 

under free functioning of the permit market. 

In the second paragraph the comparative analysis of tradable permits and 

environmental tax is carried out. The levels of abatement costs of the enterprises-emitters 

influence on choice of both instruments. For lack of information uncertainty both tax and 

tradable permits are equivalent. However uncertainty that generates complexity of choice 

of these instruments is characteristic of the reality. Taking into account the factor of price 

uncertainty which is a consequence of uncertainty of aggregate abatement costs 

(investments) of enterprises-emitters allows estimating costs and benefits of welfare and to 

make choice between these instruments or to combine them. 

By means of graphic analysis and corresponding calculations the author defines the 

size of losses of social welfare under environmental taxation and tradable permit system 

taking into account underestimated or overestimated expected estimations of aggregate 

abatement costs of enterprises. The conclusion is drawn that in case of high uncertainty of 

aggregate ecological investments of enterprises welfare losses will be smaller under 

functioning of the permit market if the tendency of increasing in volumes of emissions 

takes place and enterprises choose the cheapest (and not necessarily effective) ways of 

pollution reduction; enterprises have possibility to economy on scales of manufacture and, 

accordingly, have a low share of abatement costs in the gross process costs. As a rule this 

situation takes place in most cases.  
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Further efficiency of combination of trade in permits for environmental pollution 

with environmental tax and penalties from the standpoint of minimization of losses of 

social welfare caused by price uncertainty is analyzed. Trade in permits is used for 

achievement of the purpose of emission reduction and environmental tax or penalty – for 

decreasing of a market permit price uncertainty as an indicator of a maximum permit price 

and its limiter. The author analyzed how much setting the limit of a market permit price 

allows to lower social welfare losses (or to receive additional benefits) at various levels of 

uncertainty of aggregate abatement costs. It is proved that the use of environmental tax 

and penalties in the tradable permit system is advisable in case of high uncertainty of 

abatement costs as provides effective functioning of the permit market with all its 

advantages and reduces social welfare losses. High price uncertainty is characteristic for 

the countries in which the permit market has never been applied (among them Belarus). 

In the third paragraph the analysis of the use of the subsidy as an environmental 

policy instrument is carried out. The most acceptable in respect of distributive effects are 

subsidies for prevention of emissions which should be as compensation to enterprises 

which have lowered their emissions below the base level.  

Taking part in trade in permits for environmental pollution enterprises are interested 

in decreasing their emissions as there is a motive to gain money from sale of excessive 

permits. Thus, the market mechanism can create incentives for introduction of nature 

protection technologies as it not only reduces compliance costs but also allows increasing 

the offer of permits receiving additional benefits. In turn, it creates conditions for 

acceptance of long-term investment decisions. However the factor of uncertainty 

concerning what will be these benefits and whether there will be in general takes place. 

By means of graphic analysis the source of this uncertainty is revealed and the author 

comes to a conclusion that innovative activity in the permit market depends on a market 

permit price. At that the lower the market permit price (corresponding to a target indicator 

of environmental quality) the less the economy of costs (benefits) of an enterprise from 

introduction of new technologies. As for the permit market the problem of uncertainty of 

the future permit price is inherent then for stimulation of working out and introduction of 

ecologically advanced technologies application of additional incentives (instruments) is 

required, among them government subsidies.  

Further efficiency of combination of trade in permits for environmental pollution 

with subsidies is analyzed. This combination allows solving the following tasks: to 

overcome technological and price inefficiency of the market and to provide steady 

stimulus to ecological innovations; to lower expenses for monitoring of emission of 

polluting substances. 

The third chapter «Organizational and economic aspects of the permit market 

for environmental pollution in the Republic of Belarus» is devoted to designation of 

infrastructure of the national permit market for environmental pollution, designing of its 

base parameters and also drawing up recommendations and a plan of actions for persons, 

making nature protection decisions in Belarus, about its creation and development. 
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In the first paragraph critical analysis of efficiency of the current environmental 

charge/tax system in Belarus is carried out. It has shown that it is more favorable to 

enterprises to pay environmental tax than to establish more expensive nature protection 

equipment as it is some kind of a payment for using environment and does not discharge 

stimulating function; imperfection of an order of establishing and calculating of limits of 

the nature use does not promote achievement of the ecological purpose and requires 

appropriate updatings; the system of government subsidies is not effective from the 

standpoint of stimulation of ecological innovations and minimization of expenses for 

achievement of the ecological purpose. 

On the basis of analysis of theoretical approaches to optimal setting of environmental 

tax the author makes offers on perfection of environmental charge/tax system in Belarus. 

The realization into practice of the «double dividend» hypothesis requires financial 

stability and approaches for economically developed countries in which increasing of the 

environmental tax rate has in many respects connected with fiscal crisis. In Belarusian 

conditions it is more rational to follow the Bovenberg-Goulder approach. It supposes 

increasing of the role of the income tax and to use a part of its revenues as the subsidy for 

«green» consumption. This subsidy will play the role of nature protection stimulus as will 

reduce prices of consumer goods and, at the expense of it, the effect of introduction of the 

extra income tax will be compensated. Thus the ecological purpose will be reached and 

necessary tax proceeds are provided. 

Correction of the environmental tax rates should be accompanied by revision of 

existing environmental legislation, in particular, in respect of simplification of the system 

of payments, revision of rates of other taxes for the purpose of non-admission of 

considerable tax burden and negative influence on the labour and capital markets. Increase 

of environmental tax will be possible at simultaneous reduction of the assessment basis 

with orientation to main pollutants. Then existing flow of tax proceeds can be kept at 

existing level without additional tax burden at simultaneous achievement of the ecological 

purpose. However environmental tax is not the unique environmental policy instrument 

and it should be used as a part of a set of instruments. 

In the second paragraph the infrastructure of the national permit market for 

environmental pollution (by greenhouse gases or other polluting substances) is presented. 

It provides decreasing the level of transaction costs, minimizes risks of potential investors 

and promotes effective functioning of the market mechanism (picture 1).  

In the third paragraph base parameters of the permit market for environmental 

pollution in the Republic of Belarus are presented. 
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Picture 1 – Infrastructure of the national permit market for environmental pollution 

 

 

 

 

MARKET INFRASTRUCTURE 

ADMINISTRATIVE INFRASTRUCTURE 
 

lawmaking, monitoring, inventorization of 

emissions, accounting, management, control, 

certification, accreditation 

 

 

 

 

 

 

INSTITUTIONAL INFRASTRUCTURE 

system of environmental quality monitoring, system of inventorization of emissions 

(conducting of the state cadastre of emissions and sinks), state register of tradable emission 

permits and units of emission reductions, data system and legal base 

EXCHANGE 

(trading floors) 

VERIFICATION COMPANIES 

auditing of project documentation, 

emission monitoring, verification of 

realization of environmental, 

resource-saving and energy-efficient 

projects 

BANKS, INSURANCE 

COMPANIES AND OTHER 

FINANCIAL ORGANIZATIONS 

financing of projects, risk insurance 

CONSULTING FIRMS AND 

BROKERS 

development and support of 

environmental, resource-saving and 

energy-efficient projects, search of 

investors 

CLEARING AGENCIES 

collection and processing of data on 

transactions, conducting of clearing 

transactions, report generation 
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CONCLUSIONS 

 

The basic scientific results of the dissertation 

 

The carried out research has allowed drawing the following conclusions: 

1. According to the neoclassical point of view ecological degradation grows out of 

inefficiency of the market in respect of determination of an adequate price of public goods 

and not enough accurate specification of property rights to them. Following the Coase 

approach taken as a principle of idea of trade in permits for environmental pollution, the 

accurate specification of property rights (as a compound bunch of competences) on 

assimilative potential of environment minimises transaction costs and is the basic action 

from the standpoint of optimal allocation of environmental liability. The market 

mechanism allows minimizing aggregate abatement costs of the enterprises-emitters by 

redistribution of permits to pollution between them as accurately specified rights for the 

use of assimilative capacity of environment. As a consequence, less expensive, than 

administrative-and-control regulation, transition to more strict ecological standards 

without obstacle to economic growth is provided, ecological innovations are stimulated. 

In order that trade in permits for environmental pollution provides incentives to the 

greatest reduction of emissions by those enterprises which can realize it with lower costs, a 

number of conditions should be hold. Theoretically trade in permits for pollution is 

ecologically effective. However, on the assumption of caution and considering a number 

of the revealed problems and restrictions of effective functioning of the permit market, it is 

necessary to follow the way of eventual acceptance more and more strict ecological 

standards, and to use the market as the adaptation mechanism.    

Ecologic and economic efficiency of trade in permits for environmental pollution 

will vary for each country depending on established economic, political, institutional 

conditions, interests of stakeholders and also conditions and rules taken as a principle of 

the national permit market [2, 8, 9, 10, 11, 14].  

2. At initial distribution of permits ecological standards provide a basis for issue of 

permits, serve as a guideline at their distribution and provide the economy of initial 

expenses. The use of administrative-and-control regulation is also necessary for 

preservation of environment at local level. After all, trade in the absence of restrictions can 

also be inefficient owing to the fact that emissions from different sources are accompanied 

by various levels of marginal damage caused to environment. In this case aggregate 

abatement costs will increase. In order to this measures have not led to economic losses of 

new enterprises it is necessary to apply single approach to new and already operating 

enterprises [1, 13].  

3. For lack of information uncertainty both environmental tax and tradable permits 

are equivalent. However uncertainty generating complexity of choice of these instruments 

is characteristic of the reality. Taking into account the factor of price uncertainty allows to 
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estimate costs and benefits of welfare and to make choice between these instruments or to 

combine them. 

Combination of these instruments is advisable in case of high uncertainty of 

aggregate abatement costs of enterprises participating in the permit market. This situation 

is characteristic for the countries in which the tradable permit system has never been 

applied including Belarus. The task of the trade in permits is reduction of pollution, and 

the task of the environmental tax or penalty – decreasing of a market permit price 

uncertainty. Efficiency of combination of these instruments from the social welfare 

standpoint is caused by achievement of the ecological purpose without excessive tax 

burden. The tax is advisable to set at the level twice exceeding an expected market permit 

price. The penalty can be the indicator of a ceiling price of a permit if it is established 

taking into account expenses for monitoring and damage prevention [4, 5, 6, 12, 16, 20]. 

4. The most acceptable in respect of distributional effects are subsidies for prevention 

of emission of polluting substances which should be as compensation to enterprises which 

have decreased their emissions below certain base level. It stimulates introduction of 

ecological innovations, promotes economy of expenses and achievement of the ecological 

purpose. It is revealed that the use of subsidies in the tradable permit system allows to 

solve the following tasks: to overcome technological and price inefficiency of the market 

and to provide steady stimulus to ecological innovations; to lower expenses for monitoring 

of emission of polluting substances [5, 7, 17, 19]. 

5. The current environmental tax/charge system in Belarus shows that environmental 

tax is some kind of a payment for using environment and does not discharge its 

stimulating function. It is revealed that fficiency of environmental tax will depend not only 

on the level of the tax rate but also in many respects from on what purposes and in what 

ways tax revenues will be distributed. In Belarusian conditions it is more rational to follow 

the Bovenberg-Goulder approach than the «double dividend» hypothesis popular in EU 

countries. It is explained by the fact that there is high level of tax burden in Belarus and 

increasing of environmental tax rate without implementation of additional measures will 

not be effective. However environmental tax is not the unique environmental policy 

instrument and it should be used as a part of a set of instruments. 

For regulation of volumes of emissions according to the environmental target 

indicator creation of the national permit market for environmental polluton is offered. It 

should consist of the administrative vertical of authorities, proper components of market 

and institutional infrastructures which are necessary conditions for formation of the liquid 

market, decreasing level of transactions costs and risks for potential investors. 

Efficiency of functioning of the market mechanism will also depend on design of 

base parameters of the permit market including: ecological policy target; adjustable 

polluting substances; total restriction on emission of polluting substances; sectoral 

coverage; duration of the basic and compliance periods; method (gratis or through an 

auction) and approach (branch or regional) allocation of permits; rules of the use and trade 

in permits; ecological characteristics of territories; monitoring system; system of account 
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of emission of adjustable polluting substances, tradable permits and transactions; system 

of control and sanctions for non-compliance; price restrictions. Inclusion in the system of 

measures of administrative-and-control regulation, ecological taxation and subsidizing is 

necessary as allows overcoming some aspects of market inefficiency. 

Agenda on creation of the national permit market for environmental pollution 

supposes a set of measures. At the first stage it is necessary to create voluntary regional 

permit markets (with a view to approbate) and at the second – to implement the pilot 

phase at the national scale to give the dry run to all parameters of the permit market. The 

acquired experience will give the base for realization of the flexible permit market and 

allows to consider regional and branch characteristic properties [3, 5, 8, 15, 18, 21].  

 

Recommendations on the practical use of the research results 

 

The practical importance of received results consists in possibility of its application 

in practice of ecological regulation at creation of the national permit market for 

environmental pollution, and also at perfection of the environmental tax/charge system. 

The results of the dissertational research have essential practical importance as their 

application will allow, at first, to use optimally public resources (that is to find the 

compromise between economic growth  and ecological safety), at second, to provide a 

desired environmental quality with minimum costs, at third, to get such important effects 

as assistance to development of the modern infrastructure, stimulation of economic, 

technological and social transformations and measures for  nature protection for the 

purpose of creation of conditions for sustainable development.  

The practical importance of the research also consists in that its results are introduced 

in work of competent government bodies of the Republic of Belarus. In particular, the 

results of the research are used in the report of the project of the United Nations 

Development Program carried out together with the Ministry of Natural Resources and 

Environmental Protection of the Republic of Belarus; in work of the Standing 

Commission on Problems of Chernobyl Catastrophe, Ecology and Nature Management of 

the House of Representatives of the National Assembly of the Republic of Belarus; in the 

research work of  chair of theoretical and institutional economics of the Belarusian State 

University; as well as in educational process. References and statements on introduction 

into practice are attached. 

Thesis of the dissertational research can be of interest for scientists, experts and 

lectures, to be used for development of appropriate disciplines and special educational 

courses. 
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RESUME 

Alhanaqtah Veronika Vladimirovna 

ECONOMIC MATTER AND PECULIARITIES OF DEVELOPMENT  

OF THE PERMIT MARKET FOR ENVIRONMENTAL POLLUTION 

  

Keywords: permit market for environmental pollution (tradable emission permits), 

environmental tax, subsidy, command-and-control regulation, projecting. 

The purpose of dissertation – to reveal the economic matter and peculiarities of 

development of the permit market for environmental pollution, to recognize key ways of 

increasing of efficiency of its functioning and on this basis to suggest the project of the 

national permit market for environmental pollution. 

Research methods: analysis and synthesis, induction and deduction, scientific 

abstraction, generalization, comparative and retrospective analysis, graphic and system 

analysis. 

Findings and its newness. The research has allowed us to get the results that are 

supposed to be new and of significant interest. They are as follows: 1. Necessary 

conditions and possible problems and restrictions of effective functioning of the permit 

market for environmental pollution are revealed. 2. Efficiency of combination of trade in 

permits for environmental pollution with command-and-control regulation from the 

standpoint of initial expenses savings and environmental protection at local level is 

theoretically proved. 3. Efficiency of combination of trade in permits for environmental 

pollution with environmental tax or penalty from the standpoint of minimization of losses 

of public welfare caused by price uncertainty is theoretically proved. 4. Efficiency of 

combination of trade in permits for environmental pollution with subsidies from the 

standpoint of providing of steady stimulus to introduction of ecological innovations and 

minimization of expenses for monitoring of emission of polluting substances is 

theoretically proved. 5. The project of the permit market for environmental pollution in the 

Republic of Belarus is suggested. 

A field of application: the dissertation outcomes are recommended to be used by the 

persons making environmental policy decisions, as well as in educational process. 
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РЕЗЮМЕ 

Альханакта Вероника Владимировна 

ЭКОНОМИЧЕСКОЕ СОДЕРЖАНИЕ И ОСОБЕННОСТИ РАЗВИТИЯ 

РЫНКА РАЗРЕШЕНИЙ НА ЗАГРЯЗНЕНИЕ ОКРУЖАЮЩЕЙ СРЕДЫ 

 

Ключевые слова: рынок разрешений на загрязнение окружающей среды 

(эмиссии загрязняющих веществ), экологический налог, субсидия, 

административно-контрольное регулирование, проектирование. 

Цель работы – раскрыть экономическое содержание и особенности развития 

рынка разрешений на загрязнение окружающей среды, выявить ключевые способы 

повышения эффективности его функционирования и на этой основе предложить 

проект национального рынка разрешений на загрязнение окружающей среды. 

Методы исследования: анализ и синтез, индукция и дедукция, научное 

абстрагирование, обобщение, сравнительный и ретроспективный анализ, 

графический и системный анализ. 

Полученные результаты и их новизна. Проведенное исследование 

позволило получить результаты, научная новизна и значимость которых 

заключается в следующем: 1. Выявлены необходимые условия и возможные 

проблемы и ограничения эффективного функционирования рынка разрешений на 

загрязнение окружающей среды. 2. Теоретически обоснована эффективность 

сочетания торговли разрешениями на загрязнение окружающей среды с 

административно-контрольным регулированием с точки зрения экономии 

первоначальных затрат и защиты окружающей среды на местном уровне. 

3. Теоретически обоснована эффективность сочетания торговли разрешениями на 

загрязнение окружающей среды с экологическим налогом или штрафом с точки 

зрения минимизации потерь общественного благосостояния, обусловленных 

ценовой неопределенностью. 4. Теоретически обоснована эффективность сочетания 

торговли разрешениями на загрязнение окружающей среды с субсидиями с точки 

зрения обеспечения устойчивых стимулов к внедрению природоохранных 

инноваций и снижения затрат на мониторинг эмиссий загрязняющих веществ. 

5.  Предложен проект рынка разрешений на загрязнение окружающей среды в 

Республике Беларусь.  

Область применения: результаты диссертации рекомендуется использовать 

лицам, принимающим природоохранные решения, а также в учебном процессе.  
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РЭЗЮМЭ 

Альханакта Веранiка Уладзiмiраўна 

ЭКАНАМIЧНЫ ЗМЕСТ I АСАБЛIВАСЦI РАЗВIЦЦЯ РЫНКУ ПРАЎ НА 

ЗАБРУДЖВАННЕ НАВАКОЛЬНАГА АСЯРОДДЗЯ 

 

Ключавыя словы: рынак праў на забруджванне навакольнага асяроддзя 

(эмiсii забруджвальных рэчываў), экалагiчны падатак, субсiдыя, адмiнiстратыўна-

кантрольнае рэгуляванне, праектаванне. 

Мэта работы – раскрыць эканамiчны змест i асаблiвасцi развiцця рынку праў 

на забруджванне навакольнага асяроддзя, выявiць ключавыя спосабы павышэння 

эфектыўнасцi яго функцыянавання i на гэтай аснове прапанаваць праект 

нацыянальнага рынку праў на забруджванне навакольнага асяроддзя. 

Метады даследавання: аналiз i сiнтэз, iндукцыя i дэдукцыя, навуковае 

абстрагаванне, абагульненне, параўнальны i рэтраспектыўны аналiз, графiчны i 

сiстэмны аналiз. 

Атрыманыя вынiкi i iх навiзна. Праведзенае даследаванне дазволiла 

атрымаць вынiкi, навуковая навiзна i значнасць якiх зводзiцца да наступнага: 

1. Выяўлены неабходныя ўмовы i магчымыя праблемы i абмежаваннi эфектыўнага 

функцыянавання рынка праў на забруджванне навакольнага асяроддзя. 

2. Тэарэтычна абгрунтавана эфектыўнасць спалучэння гандлю правамi на 

забруджванне навакольнага асяроддзя з адмiнiстратыўна-кантрольным 

рэгуляваннем з пункту гледжання эканомii першапачатковых затрат i аховы 

навакольнага асяроддзя на мясцовым узроўнi. 3. Тэарэтычна абгрунтавана 

эфектыўнасць спалучэння гандлю правамi на забруджванне навакольнага асяроддзя 

з экалагiчным падаткам або штрафам з пункту гледжання мiнiмiзацыi страт 

грамадскага дабрабыту, абумоўленых цанавой неазначальнасцю.  4. Тэарэтычна 

абгрунтавана эфектыўнасць спалучэння гандлю правамi на забруджванне 

навакольнага асяроддзя з субсiдыямi з пункту гледжання стварэння устойлiвых 

стымулаў да ўкаранення прыродаахоўных iнавацый i знiжэння страт на манiторынг 

эмiсiй забруджвальных рэчываў. 5. Прапанаваны праект рынку праў на 

забруджванне навакольнага асяроддзя ў Рэспублiке Беларусь. 

Сфера выкарыстання: вынiкi дысертацыi рэкамендуецца выкарыстоўваць 

асобам, прымаючым прыродаахоўныя рашэннi, а таксама ў вучэбным працэсе.  

 

 

 

 

 

 


