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The main interest of this paper is addressed to the design of incentive-
compatible regulation schemes for the total environment load control.

The discussions are devoted to the study of information asymmetricity
between informed agents (firms) and uninformed agents (governments).

The privacy of information of the agents gives rise to the need for
incentive-compatible mechanisms by which the agents would be induced

to spontaneously observe the regulations imposed on their actions.

The paper provides a general method of characterizing incentive-compatible
regulation scheme by borrowing from the theory of incentives a basic

concept; i.e.,

truth-revelation mechanisms that focuses on the communi-
cation between infomed and uninformed agents

. The paper concludes by

assessing the basic properties of the optimal regulation schemes for

the total environment load control.
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