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The purpose of this research is to clarify the effective approaches to
taxation, standards, and regulations for developing and promoting adoption of next-generation
vehicles during a transition period. A theoretical analysis shows that when the market size for a
next-generation vehicle is small, taxation (tax incentives or rebates) can effectively promote
innovation more than standards. It is clarified that for development and wider adoption of electric
vehicles, a subsidy that is a function of battery capacity improves social welfare more effectively
than one that depends on vehicle price. An empirical analysis shows that the automobile tax system
has a strong impact on technological innovation and maintaining preferential tax treatment for
electric vehicles is effective for the development and adoption of next-generation vehicles.
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