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Research on Opportunity Cost of Urban Emission Reduction Under Carbon
Emission Trading System: Empirical Test Based on China’s
Carbon Emission Pilot Cities

WANG Zhao, WANG Lianghu*, HU Jiangfeng
(College of Economics and Management, Southwest University, Chongqing 400715, China)

Abstract: As an important mean of global climate governance, carbon emissions trading system has been widely concerned and discussed.Based

on China’s 2010-2016 urban panel data, a non-parametric method is used to construct a directional environmental distance function to measure the

opportunity cost of urban emission reduction in 2009-2015. The calculation results show that the opportunity cost of carbon emissions in pilot areas and

non-pilot areas is generally increasing, and the opportunity cost of carbon emissions in pilot areas is generally lower than that in non-pilot areas. On the

basis of calculating the opportunity cost of urban emission reduction, this paper uses difference-in-difference method to test the effectiveness of carbon

emissions trading system. It is found that the carbon emission trading system is conducive to reducing the opportunity cost of urban emission reduction.

However, there are still some problems in the carbon emission trading system, such as the lack of the initial allocation system of carbon emission rights, the

distortion of the pricing mechanism of the carbon emission trading system and so on. Therefore, it has less effect on reducing the opportunity cost of urban

emission reduction, and further through the analysis of policy time trend, the policy effect gradually weakened over time.

Keywords: carbon emissions trading system; directional environmental distance function opportunity cost; urban emission reduction; difference-in-

difference method
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