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The Comparative Features, Problems and Improvement Measures of
Allowance Mechanism of China’s Carbon Trading Pilots

Xiong Ling (Wuhan University)
Qi Shaozhou (Wuhan University)

Shen Bo (Lawrence Berkeley National Laboratory)

Abstract: By comparing the allowance mechanism of China’s carbon trading pilots with the EU Emissions Trading System
and California Cap-and-Trade Program, this paper identifies the unique features of China’s pilots and analyzes the issues
that affect the efficiency of the carbon trading system. The results show that the allowance mechanism of China’s pilot has
formed the following four characteristics: rigid cap combined with elastic structure, historical emissions method combined
with benchmarking, free distribution combined with the auction, pre allocation combined with post adjustment. However,
due to the short preparation time and lack of sufficient emissions data, there are many problems in the pilot design of the
allocation mechanism, such as the loose cap, whipping the fast ox, double counting, arbitrarily setting the benchmark and
too small proportion of auction. The paper also recommends corresponding improvement measures to strengthen the
existing pilots and build valuable experiences for the establishment of national cap-and-trade system in China.

Key words: carbon trading pilot; allowance allocation; mechanism features; design problems
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