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~, The Mayan civilization, a vibrant and hlghly cultured somety that occupled parts of
‘Central Amenca did: not survwe Onenf the ma;or settlements, Copén has been

' about AD. 820—822

b 30%)0

Increasing the tuel efficiency of oil consumption could, in principle, be accom-

_plished by increasing either fuel taxes or fuel-efficiency standards. By raising
the cost of driving, the former would encourage auto purchasers to seek more
fuel-efficient vehicles, while the latter would ensure that the average new
vehicle sold was fuel efficient. Does-it make a difference which strategy is
followed?

It turns out that it does, and economics can help explain why. Think about
what each strategy does to the marginal cost of driving an extra mile. Increased
fuel taxes raise the marginal cost per mile driven, but fuel-economy standards
lower it. In the first case, each mile consumes more fuel and that fuel costs
more. In the second case, the more fuel-efficient car uses less fuel per mile so
the cost has gone down.

Following economic logic leads immediately to the conclusion that even if
both strategies resulted in the same fuel economy, the tax would reduce oil
consumption by more because it would promote fewer miles driven. On these
grounds, a tax is better than a fuel-economy standard.

Supporiers of fuel-economy standards, however, counter with a poiitical
feasibility argument. They point out that in the United States, sufficiently high
gasoline taxes to produce that level of reduction could never have passed
Congress, so the fuel-economy standards were better, indeed much better,
than no policy at all. Indeed the $0.30 increase estimated by Austin

and Dinan represented a 73 percent increase in the tax on gasoline in the
United States.
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— .Perhaps; surpnsmgly, there is' robust evidence that countries endowed with an
hn abundance of natural resourcas are hkety to develop less rapudly And nt-:
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