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In this research project, we examined how new generation vehicles (NGVs) are used in Japan. Our
empirical results demonstrate that despite hybrid vehicle (HV) owners driving much longer distances
than conventional gasoline vehicle (GV) owners, they emit less carbon dioxide (CO,) emissions, owing
to better fuel economy.

We also examined how vehicle related taxes affect the selection and usage of new generation vehicles.
We find that the current tax advantage for HVs is larger than the social benefit from CO, reduction.

Although CO, emissions wi | | be reduced by the market penetration of NGVs, the other external ity problems
will not be resolved. The current NGV promotion program provides the privilege to drivers traveling
longer distances. Thus, a mileage-related charge is required to solve the other externality problems
associated with NGV use.




