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Some empirical studies have attempted to clarify the basis for the mechanismof illegal dumping. However,
when data depends on human emotions, a measurement problem arises. To overcome this measurement problem,
we consider the nature of the natural experiment and apply spatial econometrics. Throwing away household
waste at convenience stores is the best strategy to legally and safely dispose garbage without having
to pay for any service, and thus, it is popular practice among citizens. Further, in case of absence
of municipal border restrictions, the citizens choose to dispose their garbage at any random store from
among the convenience stores situated equidistant from their respective residences. We can identify
the actual spillover effect of garbage pricing on illegal dumping from the total waste if we apply a
spatial econometric approach. A major finding of our study is that illegal disposal exists in two-tier
pricing.




