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(&%) 15.5.8 Summary (excerpt) EX
Basic economics suggests that one instrument — e. g., a price on carbon — would be most cost
effective in dealing with the market failure associated with the release of greenhouse gases. The
presence of other market failures, however, means that one instrument is insufficient for dealing
comprehensively with issues related to the climate problem. We have seen in Section 15.5.4 that
there are cognitive and institutional factors that imply barriers to market response to carbon
prices. Therefore, regulatory approaches, information programmes, voluntary agreements, and
government provision may serve as a complement to pricing policy as a way to remove barriers,
thereby saving the money of firms and individuals and reducing social costs. There are strong
separate arguments for a technology policy to correct for the externality implied by insufficient
protection of property rights, as detailed in Section 15.6. Furthermore, because carbon-pricing
policy is often lacking or insufficient for political reasons in nations, various policy instruments are
playing substitutive role (see Section 8.10 for examples of the transport sector). 1A
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