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Abstract

When agents expect a change in regulation to change the relative price of new

durable goods they may shift purchases forward to avoid compliance costs. In the con-

text of new-vehicle emission standards, prior analyses have not considered this adjust-

ment margin. We model the effects of anticipation on sales and retirements of durable

goods, and test our theory’s predictions empirically using the 2007 implementation of

heavy-duty emission standards. We find evidence that anticipation caused a sales spike

just before the policy took effect and a symmetric sales slump after implementation,

which resulted in 31,164 more freight-truck sales ahead of the new standard and as

much as $118 million in environmental damages over the lifetimes of those vehicles.
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