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An Economic Analysis on Privatization of Processing Sector in the
Used Durable Goods

Hirofumi Fukuyama

Abstract

This paper analyzes which policy of a disposal fee (DF) and an advance disposal fee (ADF) is better
in the processing of used durable goods such as the consumer electronic products and the cars. DF is a system
that collects the disposal fee from the consumer when he takes out the waste. ADF is a system that collects
it from the consumer when he buys the products. In addition, this paper compares DF with ADF under the two
different ownership forms of processing sector in the used durable goods. One is the ownership form that the
processing sector is a public firm that maximizes a social welfare, and another one is the ownership form that
he is a private firm that maximizes own profit.

The result of analysis is as follows. In the case that the processing sector is a public firm, DF can achieve
a first best, on the other hand, ADF can not. Therefore, DF dominates ADF in this case. In the case that the
processing sector is a private firm, both DF and ADF cannot achieve the first best. However, if the price of
used durable goods and the disposal cost are small enough, ADF dominates DF.
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