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Optimal Production Policy with Emission Permits and Trading

DU Shao-fu, DONG Sun-feng, LIANG Liang, ZHANG Jing-jiang
(Scheol of Management, University of Science and Technology of China, Hefei 230026,China)

Abstract; The paper focuses on the impact of emission permits and trading on the production policy for e-
mission-dependent firms, The firm might obtain emission permits in three different ways, i. ¢. government
quota, market trade and purifying, and msking a tradeoff between them. The characteristic of purifying
cost is analyzed, based on it the cases of deterministic and variable purifying levels are investigated respec-
tively. Then, an optimal production model with emission permits and trading is established. Additionally,
a sufficient and necessary condition that the firm would prefer purification to trading is proposed, i. e. the
so-called purifying dowmain is nonempty. Moreover, the existence and uniqueness of the optimal policy is
guaranteed. Finally, a typical numerical example is employed to show the application of the model.

Key words: cmission permits and trading; emission reduction; purifying; production policy




